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This tenth Annual Report on the. Truth in Lending Act sub-
stantiates the continuing commitﬁent of the Board of Governors of the
Federal Reserve Systeﬁ te provide ccﬁsumers with meaningful cost dis-
closyres and to promote creditor compliance with the act., It presents
the findings of the 1977 Consumer Awareness Survey, which obtained
information about the impact of the Truth in Lending Act on the views
of consumers; data supporting the need for Truth in Lending simplifica-
tion; and evaluations of the effectiveness of the Fair Credit Billing
Act, This report also discusses the uniform guidelines established
jointly by the financial institution regulatory agencies for exforcing
Regulation Z, assesses the extent to which compliance with the act
is being achieved, and summarizes the Board's administration of its
functions under the act,

This report does not contain recommendations of the Board for
statutory amendments, Suck recoﬁmendations, if any, will be made in the

Board's Annual Report to the Congress.,

I, SIMPLIFICATION OF TRUTH IN LENDING

Amendments to the Truth in Lending Act, and interpretations
by the courts, have made compliince increasingly difficult., Also, Reg-
ulation Z, in providing detailed guidance to creditors, has introduced
its own complexity to Truth in Lending. Concerns have arisen about the
intelligibilit; and usefulness of current Truth in Lending disclosures

to the average consumer, as well as about the possibility that excessive

complexity is indirectly increasing the cost of credit to consumers.



In an effort to make the Truth in Lending disclosures more
meaningful to consumers and to ease the burden of compliance on cred-
itors, the Board in 1977 proposed to the Senate Committee on Banking,
Housing and Urban Affairs a simplified version of the Truth in Lending
Act that would have provided for disclosure of only the most important
credit terms. That same year, the Board proposed four simplifying revi-
sions to Regulation Z, concerning itemization of the finance charge, of
the downpayment, and of certain fees to exclude them from the finance
charge, and identification of the method of computing unearned finance
charges upon prepayment., In April 1978, the Board decided to defer
final action on these proposals because of pending congressional efforts
to simplify the act, Nearly a month later the Senate passed a simpli-
fication measure, but the Congress inm October 1978 adjourned without
taking further action,

In June 1978 the Board announced Project Augeas, a comprehen-—
sive review of all its regulations, including Regulation Z, to determine
whether they needed modernization or improvement., The style and format
of existing regulations are receiving special attention in an attempt to
reduce, subject to legal and regulatory responsibilities, the burden of
compliance, The Federal Reserve Bank of Atlanta was assigned reéponsi—
bility for Regulation Z, and is expected to submit its recommendations
to the Board gy the end of 1978, Pending completion of this regulatory
review, the Board decided to defer any further amendments to Regulation Z,

except those that are essential. While the Board still favors legislative
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simplification, it decided not to postpone further simplification of

the regulation.

IT. INFORMATION ON EFFECTIVENESS

A. Consumer Avareness Survey

The Board recently published an analysis of the results of
a survey of consumer awareness that was conducted in the summer of 1977
by the Survey Research Center of the University of Michigan under the
joint sponsorship of the Board, the Federal Deposit Insurance Corpora-

1

tion (FDIC), and the Office of the Comptroller of the Currency. The
survey, which was based on interviews with a nationwide sample of 2,563
consumers, provided information about consumers' recognition, comprehen-—
sion, attitudes, and behavior regarding the regulation of credit use.;
Several areas of the survey that are relevant to the Truth in Lending
Act and Regulation Z are discussed below; the figures quoted have been
revised and are in final form. A comparison of these findings with
tnose of two earlier surveys conducted for the Board in 1969 and 1970
may be useful in identifying the effects of the Truth in Lending Act in
the past and.in suggesting directions that protection of consumer credit

use should take.

1. Awareness of Annual Percentage Rates (APR's)

The results of the 1969 and 1970 surveys indicated substan-

tial increases in the awareness of rates by consumers during the first

1

Thomas A. Durkin and Gregory Elliehausen, 1977 Consumer Credit Survey
(Board of Governors of the Federal Reserve System, 1978).
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15 months after the Truth in Lending Act became effective. As the 1977
survey demonstrates, awareness has continued to grow, although more
slowly, during the years 1970-77. In 1977, 54.5 per cent of consumers
were classified as aware of APR's on recent credit transactions involv-
ing closed-end credit; 64.7 per cent for retail revolving credit; and
71,3 per cent for bank credit cards--increases of 16,2, 9.2, and 7.9

2

percentage points, respectively, since 1970.

2. Data Supporting Simplification

Proponents of simplification in Truth in Lending contend that
the act and its implementing regulation now require too many disclosures,
which may actually overwhelm and confuse some borrowers., These observers
advocate the elimination of all unnecessary information from the disclo-
sure statements, leaving only the most meaningful cost disclosures., The
1977 survey questioned consumers about the complexity of Truth in Lending
disclosures and gathered data about the credit terms that they regarded
as important.

a, Usefulness of Disclosure Statements

Nearly two-thirds of those interviewed believed that Truth
in Lending statements are not read carefully, and almost three—quarters
agreed that disclosure statements are complicated (Table 1). Almost
60 per cent of the respondents indicated that some information on the

Truth in Lending statements is not very useful,

2
These findings were discussed in more detail in the Board's Report
for the year 1977.
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Respondents who had less education or lower incomes,'wére 50
years of age and older, unaware of APR's or without current closed-end
debts, were more likely to express no opinions concerning these three
observations (Table 2). Probably, people with those chararacteristics
are lesg familiar with the Truth in Lending Act and have had little or
no recent contact with disclosure statements,

Thus, the survey findings tend to support the idea that Truth
in Lending statements present too much information and that streamlined
statements might be read more carefully by consumers.

b. Important Credit Terms

£5 snown by the numbers in Table 3, over 75 per cent of those
surveyed mentioned rate as an important credit term; of these over 80
per cent regarded it as the most important disclosure. This result is
noteworthy since payment size has been traditionally viewed as the
most significant credit term. In.this survey, that term ranked second
behind rate information by a signifcant amount-=followed by the dollar
gmount of finance charge, penalties for late payment, and the handling
of early payoffs.

These findings are significant since they support past legis-
lative proposals for simplifying Truth in Lending by highlighting on the
disclosure statement the credit terms consistently mentioned by consumers.

3. Credit Card Billing Errors

'y

The 1977 survey explored consumers' knowledge, perceptions and
use of procedures for the resolution of billing disputes required under

the Fair Credit Billing Act.
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The overwhelming majority of respondents (82.8'pef cenf)
either did not know whether any Federal legislation or regulation
concerning credit card billing errors existed or believed that there
was none (Table 4), Even among cardholders who receive frequent
notices about the act and consumers who have experienced a billing
error, only about one in four were aware of the law.

Nearly 15 per cent of all cardholders had experienced at
least one billing error during the yearlprior to the interview., The
most frequently cited errors involved incorrect charges, followed by
the failure to credit payments or incorrect credits (Table 5)., Three
quarters of the errors involved $100 or less and nearly one-third were
less than $10 (Table 6).

The main reéponse of consumers faced with billing errors was
complaint to the creditor, and satisfactory outcomes were reported in
most cases (Tables 7 and 8), These findings iudicate that even without
invoking Federal protection of their billing rights, of which most are
unaware, consumers generally find creditors responsive to billing

problems and complaints,

B, Inquiry on Rights under the Fair Credit Billing Act

In November 1977 the Board surveyed eight large creditors to
determine the extent to which consumers exercise certain rights under

the Fair Credit Billing Act,

According to the Board's findings, which were published in May

1978, a substantial number of credit customers questioned their billing
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statements each month. The increase in the number of inquiries since
the credit billing provisions were incorporated into Regulatién Z is
not known, but the proportions of statements questioned ranged from
less than 1 per cent to somewhat more than 6 per cent for the eight
reporting creditors. While only a few of these inquiries followed
the formal procedures provided by Regulation Z, most of the companies

reported treating informal questions just as they do the formal ones.,

III. UNIFORM GUIDELINES FOR ENFORCING REGULATION Z

The Board and four other agencies that enforce the act for
financial institutions--the Office of the Comptroller of the Currency,
the Federal Deposit Insurance Corporation, the Federal Home Loan Bank
Board (FHLBB), and the National Credit Union Administration (NCUA)--
have agreed on uniform enforcement guidelines for the Truth in Lending
Act and Regulation Z. The guidelines are expected to go into effect
by the end of 1978.

The guidelines, which were first issued for public comment in
October 1977, are intended to provide standard criteria for the enforce-
ment of the Truth in Lending Act when violations are discovered in exam~
inations of financial institutions, and to emphasize to creditors the
need for compliance. Reimbursement to individual consumers will be
required for five types of violations resulting in payment of charges
higher than those disclosed under the act. To correct the two most
important violations, that remedy will be applied when the disclosed

APR understates the true cost of credit by more than one-eighth of one
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percentage point; and when the disclosed finance charge understates
the true charge by more :than $100 or 1 per cent of the true charge,
whichever is lower. Reimbursement will normally not be required for

overcharges of less than $1 per individual account.

IV. COMPLIANCE

During the past year, the Federal Reserve System and other
Federal enforcement agencies continued to promote compliance with the
act and regulation through a variety of methods. Many compliance pro-
grams feature specialized examinations conducted by examiners extensivelj
trained in consumer law and regulations. By year-end, Federal Reserve
examiners had conducted approximately 800 such examinations under com-
prehensive procedures adopted by the Board in early 1977. This practice
emphasizes to bank personnel the Board's commitment to achieving compli-
ance with the consumer regulation§.

In 1978 the education of examiners remained a high priority
among the ;gencies enforcing the act by means of an examination process.
The Comptroller of the Currency, for example, held 6 two-week schools to
train 300 of its examiners in consumer regulations, and joined the FDIC
and the Board in conducting a .one-week seminar for supervisors and
senior examiners. In addition to a training program, the NCUA dis-
tributed specially programmed calculators to all examiners, which, it
reports, have greatly aided the examination function.

Most of the enforcement agencies and the appropriate offices

of the exempt States—-Connecticut, Maine, Massachusetts, Oklahoma, and

»
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Wyoming~-have mechanisms for resolving consumer complaints. In the
first 9 months of 1978, the Federal Reserve System received 381 con-
sumer complaints relating to the act and regulation; of these, 82
iavolved State member banks. By far the two largest categories of
complaints concerned fair credit billing and disclosure--a pattern also
noted by the FDPIC, the Comptroller, and the NCUA. During 1978, 67 com-
plaints about State member banks warranted investigation by the Federal
Reserve System; in 38 cases (57 per cent) the matter was resolved in
favor of the consumer.

In view of increased enforcement activities, especially the
adoption of uniform enforcement guidelines for Regulation Z, the staff
of the Board's Division of Consumer Affairs has undertaken an extensive
review of provisions relating to the computation and disclosure of the
APR. The regulation currently permits numerous computation methods that
often produce varying APR's and finance charges on a given transaction.
The Board will publish for comment alternative solutions to the problems
identified,

As part of its enforcement function under the Consumer Leasing
Act, the Federal Trade Commission (FIC) surveyed 17 of the largest auto~
mobile lessors during the past year. An unexpected finding was that
many of the lessors restrict their activities to commercial leasing.

The Commission also recently began several preliminary investigations
of consumer lessors for possible advertising violations.

The agencies and exempt States responsible for enforcing the

Truth in Lending Act have reported varying assessments of the extent to
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which creditors are complying with the act's requirementé. Se;;ral
Federal agencies, including the FHLBB, and all of the exempt States
found a high level of creditor compliance with the substantive provi-
sions of the act and noted that most violations are nonsubstantive,
Authorities from the exempt States of Massachusetts and Connecticut
believe that the vast majority of creditors subject to their jurisdic-
tion have a basic understanding of the law, attempt to conform to
statutory and regulatory requirements, and fall short only when apply~
ing the more technical concepts, The FTC, while reporting apparently
high substantial compliance, nonetheless initiated in September 1978
an industrywide investigation to better determine whether creditors
are correctly disclosing to consumers the actual cost of credit and
otherwise complying with the act.

The Comptroller of the Currency reported that the proportion
of national banks not complying with the act has remained substantially
the same as in 1977 when approximately 88 per cent were ip violation,
meat of which was technical, and pointed out that singe October 1976,
national banks have made voluntary reimbursements appreximating $2,5
million., Three other agencies reported signifigant ingreases ip 1978
in the number of violations fouynd, The per cent ¢f examination reports
reviewed by the FDIC that indicateu =pparent violations jumped from
3642 per cent in 1977 to 81.6 per cent in 1978, Reasons frequently
cited for noncompliance include misunderstanding the law, clerical
error, oversight, and careleagness. The Bpard estimates that 85 rr

cent of State member banks are still not fully complying with
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Regulation Z--an increase of 13 percentagé points since 1977; Qﬁile the
NCUA reports that the proportion of Federal credit unions that were not
complying more than doubled in 1978, from 27 per cent a year earlier to
59 per cent. Again, for both kinds of institutions, most violations
were nonsubstantive, All three agencies attribute the increase in
reported violations to better training of their staffs and improved
examination techniques rather than to a higher incidence of noncompli-
ance. However, the NCUA believes that unique characteristics of credit
unions continue to hinder enforcement efforts., Their cooperative nature,
their prevalent use of payroll deductions, and their reliance on volun-
teers, it is felt, all create serious problems,

Thus, the 1978 examination reports of the the Comptroller of
the Currency, the FDIC, the Board, and the NCUA revealed high proportions
of institutions still not fully complying with Regulation Z. However,
this continued discovery of relatively high numbers of violations does
not necessarily represent a deteriorating incidence of creditor compli-
ance, Instead, it is thought that recently expanded formal training of
examiners, development of more thorough and intensive examination proce-
dures, and increased overall efficiency of the examination staffs have
all contributed to an improved ability to detect violations that may
have been overlooked in the past,

During 1978, the FDIC, the FHLBB, and Oklahoma, an exempt
State, all issued cease and desist orders, In addition, the FDIC
referred four cases to the Department of Justice for possible criminal

'

prosecution,
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In 1977, the FTC instituted five‘civil penalty cases‘ﬁnder
2 pilot enforsement program concerning the advertising requirements
of Regulation Z. Since that time all five cases have been settled;
e¢ivil penalties of $10,000 were assessed in four cases and $15,00 in
the remaining case. The Commission is currently considering applica-
tion of this enforcement mechanism to other types of Truth in Lending
violations. During 1978, the FIC entered or provisionally accepted ten
consent orders, obtained one final order and issued one complaint. A
variety of both Truth in Lending issues and types of creditors were
involved.

Each enforcement agency and exempt State has estimated the
annual cost of its coupliance effort in connection with the Truth in
Lending Act. While these figures are not strictly comparable, the
total estimafed'expenditures for the nine Federal enforcement agencies
exceeded $8.5 million in 1978, with the largest expenditures reported
by the FDIC, the Comptroiler of the Currency, and the Board. The five
exempt States reported combined expenditures in excess of $1 million,
Several agencies also anticipated substantial increases in their
expenditures in 1979 due to the adoption of the uniform guidelines for

enforcing Regulation Z.

V. LEGISLATIVE RECOMMENDATIONS
Although the Board is not making legislative recommendations
in this report, several of the other Federal enforcement agencies have

suggestions for amending the Truth in Lending Act. The Federal Trade

I



vommission cited four problem areas needing special congressional atten-
tion: the increasing use -of open—end credit disclosures in what would
traditionally have been other than open-end credit transactions; unfair
or deceptive insurance sales practices; obstacles to the right of rescis-
sionj and the forfeiture of credit balances. In addition, the FTC has
urged the Congress to permit enforcement of Regulation Z as if it were
a trade regulation rule; to minimize civil liabilities for "technical
violations; to extend the statute of limitations in civil actioms; to
codify the right to raise Truth in Lending claims as a recoupment after
the statute of limitations has run; and to provide for earlier disclosure. -
Suggestions from other agencies include eliminating the
special exceptions from the general rule on what constitutes a fiqance
charge; simplifying disclosures; permitting a tolerance of one-eighth
percentage point for the APR; instructing the Board to issue model
forms; exempting lending activities of farm credit institutions znd
agricultural loans from the act; and restricting rescission rights to

indirect paper and home solicitation sales.

VI. CONSUMER ADVISORY COUNCIL

Established in 1976 to advise the Board om consumer-related
matters, the Consumer Advisory Council includes representatives of both
consumers and creditors. During 1978, its discussions and suggestions
in the area of Truth in Lending focused primarily on the uniform
anforcement guidelines proposed by the five Federal financ{al institu-
tion regulatory agencies and proposals for simplif}ing the disclosure

13

requirements under the Truth in Lending Act and Regulation Z.
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In addition, the Council revieﬁed the efforts éf the Federal
Reserve Banks in examining and achieving member bank compliance, and
explored the role the Board should take in consumer education. Through-
out the year the Council was briefed on legislative and regulatory
developments and provided the Board with helpful adyice. In December
1978 the Council recommended that the Board ask Congress to exempt

agricultural credit from the requirements of the act.

VII. ADMINISTRATIVE FUNCTIONS

A. Amendments and Interpretations of Regulation Z

1. Descriptive Billing of Nonsale Transactions

In January 1978 the Board revised the provision of Regu-
lation Z that specifies the date to be used on descriptive-billing
statements to identify certain nonsale credit transactions such as cash-
advance check transactions. This amendment, which became effective
March 28, 1978, permits a creditor to use the date on which a transac-
tion is debited to the customer’'s account in lieu of the date on which
the transaction occurred or the date appearing on the check or other
credit instfument.

The amendment, prompted by the operational difficulties
experienced by creditors in ascertaining the transaction date or the
date appearing on the credit document, is intended to facilitate com-
pliance with the descriptive-billing provisions of Regulation Z.

However, the debiting date, if used, must be identified as
such on the descriptive-billing statement. 1In addition, a creditor

using the date of debiting must, as an added protection to the customer,
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treat a subsequent inquiry about the transaction as if it were an inquiry
about a billing error and as an erroneous billing under the provisions

of the Fair Credit Billing Act, and thé‘creditor must supply documentary
evidence of the transaction to the customer, without charge, whether or
not it is requested. Furthermore, any finance chargze or other charge
imposed as a result of the use of the debiting date must be credited to
the customer's account if such an inquiry is made.

2. Revised Procedures for Issuance of Official Staff Interpre-
tations

In April 1978 the Board amended Regulation Z to revise the
procedure for issuing official staff interpretations., Under this new
procedure, offical staff interpretatioﬁs are issued with an effective

date 30 days after publication in the Federal Register, which enables

the public to review them before they become effective and permits
interested parties to request the opportunity for public¢ comment., If
a request is received, the effective date of the interpretation is
suspended and its text republished for public comment together with
the letter requesting a comment period or a summary of the arguments
presented in such a letter., After the comments are reviewed, a final
interpretation is issued,

3. Preservation of Evidence of Compliance

In May 1978 the Board amended Regulation Z to change its
record-retention requirements for creditors under the jurisdiction of
the Comptroller of the Currency, the FDIC, the FHLBB, the Board, and

the NCUA, Previously, all creditors had been permitteﬁ to &iSpose‘of
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_records demonstrating compliance with Regulation Z twq years after the
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date when disclosures were required te be made, This}amendment, how-
ever, requires creditors and lessors subject to the five agencies to
retain any credit-transaction records in their possession, even those
in which more than two years have elapsed from the required disclosures.

This action was taken to avoid the destruction of records
evidencing violations that would be subject to reimbursement under the
uniform guidelines for enforcement of Regulation Z proposed by the five
agencies in October 1977.  Once the guidelines are in effect, creditors
may dispose of records more than two years old after those records have
been examined and found to be in compliance.

4, Rescission in Open-End Credit

In July 1978 the Board amended Regulation Z to create an
exception to the right of rescission for individual transactions under
certain open-end credit accounts secured by interests in consumers'
homes, In lieu of notification of the right to cancel each individual
transaction under such accounts, creditors must provide specified dis-
closures of a customer's rights at certain times: upon the opening of
the account; prior to any increase in the credit limit¢; at the time a
security interest in a home is added to an existing open—end credit
arrangement; prior to any change in the terms of the account; and
annually. Under the amendment, creditors may not change the terms of
suych accounts without allowing customers to pay off the balance accord-
ing to the existing terms., However, if customers refuse the change in

terms, creditors need not extend further credit on the accounts. The

¥
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Board has also issued Interpretation § 226.904,-which,provideshthree
sample disclosure notices that creditors may use to achieve compliance
with certain of the amendment's requirements,

The major effect of this ruling is to facilitate the offering
of credit plans that enable consumers to tap their largest illiquid
asset~-the equity in their homes--and, by controlling the payments, to
minimize the amount of finance charge paid. In October 1978 the Board
received from the FTC and Senators William Proxmire and Donald W. Riegle,
Jre, requests to reconsider this ruling under which, it was felt, con-
sumers might be tempted to overextend themselves and risk losipg their
homes.k In a November letter to the two senators, Chairman Miller, while
reiterating the Board's position that these accounts offer major benefits
for consumers, promised to monitor developments closely. In addition,
the Chairman indicated that a revision to the amendment, whereby cred-
itors offering such open-end accounts would have to submit a notification
of intent to the Board, was under consideration in an effort to éid the
Board's umonitoring activity., Consumers Union has filed a suit in the
U,S. District Court for the District of Columbia asking that the court
declare the amendment void,

5., Disclosure of Schedule of Variable Payments

In August 1978 the Board amended § 226.8(a) of Regulation 2 to
permit the disclosure of a complete payment schédulejbﬁ‘as man& péées as
necessary in any transaction in which the éaymént émoﬁnts'vafy. Pre-
viously, all disclosures had to aﬁpéar én one éidé of abéingle page. This

alternative provides flexibility for creditors in’ a simple disclosure
'
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format, while insuring that customers receive meaningful information

about theilr credit transactions.

6. ‘Expansion of Provision onlMinor Irregularities

In August 1978 the Board amended. Interpretation § 226.503 of
Regulation Z to facilitate the computation of APR's in long-term credit
transactions involving irregular payment amounts, such as graduated-
payment mortgages. This amendment permits first payment periods of up to
62 days to be treated as if they were regular when calculating APR's on
all transactions that have a scheduled term of 10 years or more and that
are payable monthly, whether or not the monthly instalments are equal.
This action permitted use of APR tables prepared by HUD for homes bought
under its FHA graduated-payment mortgage program.

7. Disclosure of Interest Reduction

In August 1978 the Board proposed for comment an interpreta-
tion providing that in cases in which the interest rate on a time deposit
securing a loan must be reduced in order to comply with State and Federal
laws, such a reduction must be disclosed under Truth in Lending. Although
the amount of the interest reduction would not need to be disclosed as
part of the finance charge, the creditor would have to disclose the loss

of interest. The comment period ended September 29, 1978.

B, State Exemptions

No new exemptions from the requirements of Chapter 2 of the
Truth in Lending Act were granted to States in 1978, but one existing
exemption was expanded. In October 1978 the Board approved an applica-

tion by Massachusetts to expand the State's existing exemption to include
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Federal credit unions. This expansion was granted after an enforcement
agreement was entered into between the Massachusetts Commissioner of
Banks and the NCUA. The arrangement authorizes the Commissioner to
examine Federal credit unions in the State for compliance with Massa-
chusetts' Truth in Lending law and, thereby, ensures uniform enforcement
of the State's law.

In May 1978 the Board adopted a supplement to Regulation Z
(Supplement VI) setting out the procedures to be followed by a State
seeking an exemption under Chapter 5 of the act (Consumer Leases) or a
Board determination regarding whether a State law is inconsistent with
the Consumer Leasing Act.

C. Education

An importanf aspect of the enforcement function is education.
In 1978 the agencies responsible for Truth in Lending initiated a vari-
ety of educational activities designed for both consumers and creditors,
Consumer-oriented efforts included speeches and presentations as well as

the publication of explanatory brochures. The Board's Consumer Handbook

to Credit Protection Laws is a comprehensive compilation of information

about consumers' rights under credit laws and regulations. It is
expected to be available for distribution by the end of 1978. During
the year, the Board also developed a pamphlet explaining what a consumer
should do when experiencing a problem with a bank, which includes a com-.
plaint form addressed to the Federal Reserve. The Comptroller of the
Currency and the FDIC have issued similar pamphlets for complaints about

their respective institutions. The FTC has been developing a pocket-size
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Credit Shopping Guide in both English and Spanish that includes general
information on shopping for credit and thrée sets of AfR tables to
"acilitate cost comparison in transactions such as automobile, mobile
home and mortgage loans..

Efforts to familiarize creditors with the provisions of the
act and regulation range from general guidance in individual cases to
the more formalized Federal Reserve System program of advisory visits
to State member banks and national banks. In the past year, over 450
such visits, generally lasting from 1/2 day to 1-1/2 days, were made by
System staff, Several new publications have been developed for cred-
itors in 1978. The Federal Reserve ‘Bank of New Yérk has published

Consumer Regulations Checklist, which highlights provisions of consumer

regulations that have beer identified by examiners as warranting closer

attention by lenders. The NCUA issued the looseleaf Manual of Laws

Affecting Federal Credit Unions and provided a free copy to all 13,000

Federal credit unions, and the Office of the State Examiner in Wyoming
developed a looseleaf booklet that provides guidance to all Wyoming
creditors on a variety of problems. The staff of the FHLBB attempts to
monitor for accuracy information relating to Truth in Lending that is

disseminated by the various national trade organizations.



APPENDIX A

1. Respondents agreement with observations about truth in lending disclosure statements

Observation Total Apree Agree Disagree: | Disagree Do not
strongly | somewhat | somewluit | strongly know
Mgst peLonlc, read their Truth in Lending statements carelully
um'm................‘.................................. 2.563 201 501 839 7
Percent.,, ..., .. Ceri e siabsentnas 100.0 7.8 19.5 32,7 318? %23
Trg\h u;’ Lending statements are complunu.d ) )
L1 L 2,563 975 887 227 11 3
Percent........ ceee| 100,0 38.0 34.6 10.8 it 1'2?9
Some mrlolrumuon ont the Teuth'§ in Lt.ndmyB Statements is not very
usefu
NUITIBEL . e st ts it e tianeresenrennsnrnesnessorosansnnnn 2,563 502 1.007 401 139 St4
T o 100.0 19.6 39.3 15.6 5.4 20.0
2.+ Respondents agreement with observations about truth in lending disclosure statements
Percentage distribution by group
Strongly Agree Disagre¢ | Strongly Do not
Group Number ! Total agree somewhat | somewhat dlsa;_.ll:u. know

A, Most people read their Truth in Lending statements carefully

Al respondents. .. vvs s e iiieiieiisitiiiriaiinenens 2,563 100.0 7.8 19.5 32.7 31.1 8.7
Educzation
Somw high school orless, ... vuvuiian..n 842 100.0 11.9 18.4 27,9 24.9 16.9
Highschool., ... coviviiiiinanian, 781 100.0 7.3 21,6 34.6 30.8 5.5
Some college Of MO iyt iaieireerirnnrrrssransy 925 100.0 4.8 19.1 35.7 7.2 3.2
Age (years)
Under 35... . 322 100.0 7.2 22,5 33.3 32,2 4,7
35-49.,.... 612 1000 6.2 19.4 35,4 35.4 3.8
50 and over...... evesaes | PR 100.0 9.3 17.2 31.2 27, 4.4
Income (dollares:
L;.swh.m7:00,,.... 565 100.0 10.8 19.1 27.2 24,8 18,0
7,500-12,499,, ..., 459 100.0 8.5 21,1 34.0 29,2 7.2
12,500-17.498. 403 100.0 7.7 19.8 34.5 31.0 5.0
17.500 and more . 793 100.0 4.4 19.2 35.8 36.9 3.6
Aware o APR 2, . beeaen 1,421 100.0 6.3 18.8 35.7 35.2. 3.9
Unaware of APR ... it iieiannonrsenadf 1,108 100.0 9.6 20.5 29.4 26.2 14,2
Those using ¢losed-end creditnow .., .o vvevienien 1,198 100.0 6.3 19.7 33.9 35.0 5.0
Those not using closed-end credit NOW, i esvionnas t, 365 100.0 9.2 19.4 31.7 27.7 12,0
B. Truth in Lending statements are complicated
Allrespondents...oveeiviiuniiiiiiiiiiiiiiiiaiin 2,563 100.0 38.0 34.6 10.8 4.6 12,3
Education
Some high school orless. .. .iviiiriiiiiianeriens S42 100.0 37.6 28.6 8.1 4.4 21.2
Highschool.....,..,‘....‘........‘... 781 100.0 39.9 35.7 10.6 4.5 9.2
Sone college OF MOt e iiearvrsseransrasaassoss > 925 100.0 37.0 39,4 13.5 5.0 5.1
Age (years)
3 - T S RPN 822 100.0 38.4 37.6 12.2 4.6 1.2
e o 2 SN 612 100.0 39.0 36.1 13.1 5.1 6.0
50and over ... seiiiii s enennnes N 11 100,0 31.1 31.8 8.5 4.0 18.6
Income (dollars)
Less than 7,500.,..... Ceeienan eirreeiinaeny 565 100.0 36.8 26.7 8.5 4.1 21,9
7,500=12,49 o et eeses 439 100,0 41.2 36.4 8.3 3.7 10.4
12,500-17d09, L il iniiveaeettecrrnaiaranerrony 403 100.0 37.5 40.4 10,4 4.5 7.2
17,500 and more......v.uve. rereaeassian . 793 100.0 38.0 36.9 15.1 5.7 4.3
Aware of APR #,,...... . e bveter ey 1,421 100,0 41.2 35.7 12.2 4.9 6.0
Uniwisre, of APR ... ..., ieeuer ety 1,103 100.0 34.5 33.3 9.4 4.0 18.9
Those using closed-end Sedit NOW Avernene i 1,198 100,0 39.6 36.8 12.3 4.8 6.6
Those not using closed-end eredit now...,..covvuniip 1,365 1000 36.7 32.7 9.5 4.5 16.6

C. Some information on Truth in Lending statements is not very uscful

All respondents. .o esesevneroraersensioiesneeesdond 2,563 100,0 19.6 39.3 15.6 5.4 20.0
Education
Some high 5chool 01 1ess. ivevvernirercisirnnenens 842 100.0 21.5 32.2 11.3 5.8 29,2
High school. oo .o iveeniinn, Cereavivedabsoteen, 781 100.0 20.4 41.6 15.7 4.9 17,4
Some college or OTG+ + - et e e iy 925 100.0 17.3 4.1 19.7 5.6 13.3
Age tyears)
nder 350, .. u i ireereeintaironaireiianrnaiase 822 100.0 16.2 43,8 23.0 4.7 12,3
35-99 ., iiiiiieniaans S N 6i2 100.0 22.5 41.8 13.9 6.9 14.9
S0ARUE OVEr .. vivevarasdussvoronrseriosnnassinnes 1,111 100.0 20.4 34,6 11.0 5.2 28.7
Income (dollars}
LLsnh.\n7500..............4.......,........". 565 100.9 18.8 32.0 12.6 6.4 30.3
F.500-12,499, ittt i aresane 459 100 0 19.6 40.1 17.6 4.1 18.5
12,500-17,499, ., 0 00 Tl 403 100.0 19.4 45.9 15.1 4.5 15.1
l75()0nnd R LR TTETRPRFRRT RIS 793 100.0 20,2 41.9 17.9 6.4 13.6
Aware of APR®.... .. 1,421 100.0 20.6 42,1 16.2 6.2 14.8
Unaware 00 APR 3, L i i iinaaceinnonacasnedtsars 1,108 100.0 18.2 +36.2 15.3 4.5 25.7
Those using closed-end credit now 4. oiiiiininen, 1,198 100.0 20.3 42.6 17.0 6.2 13.9
Those not using closed-end eredit pow. ..., R 1,365 100.0 19,0 36.4 14,4 4.8 25.4

L
t Those responding with rates below 12 per cent or 'do not know™’
to hypothetical guestion ubout annual percentage rate on purchase of
furniture,
t Respondents using credit from Iastitutionnt sources.

1 A few respondents were excluded in caleulating the peiTentages
because their characteristics were not aseertained.

2 Those respoifding 12 per vent or more to it hypothetical guestion
about the annual percentage rate on a purchase of furniture, {See
Chapter 2, Table 2.5 and related text),

.

"



¥

3. Automobile credit terms respondent would want to know

Term

Number of responses by rank .

First

Second Third Fourth

. Most
important

Credit costs/terms
INerest rates, annUAl FTES. oo s sieasrersrietroransssseosnes
Tiiterest dollars: Hmance ChUCBCS. u cevrsvssoriraresiorrrerssarass
Fees other thin T1erest. s vuue v ivanser i tasiaiesianssssnissines

Amount of downpaymentieie viservvsaeas
Size of Monthly DUYMIEAIS, s cvesvesiisisvsnrsessantoins
Variations in payment sizes/balloon payments...

+ Lenagth, maturity ol conttatl, i uu s vueeviivisesinaenies
Ease of obtaining credit, credit availability,.,.......
Availability cost of eredit insuranee, ..oy vuinvivaes
Whether credit insurance 8 required. o vi v cvevosreonsinass
Rebutes for prep.\f'mcnr......,....,.....‘.....4.........
Handling:ofl penalty for 1ate plymems, couiiiisveneirvarass
Willingness (0 deler puymemts, co oo iesroreararerioseenes
Garnishment Provettres, oy iveesioiiirerresssnisesss
Repossession ConUitions. v .u vt iiiiiioiiorvenres
Willingness to dllow cosigning,......
Credit IMit. covuveieit i s sivasteeasinneronisiorees
OLHEr terms COSS v uuaiaerroerrrecnonensossstonarsenins

Y PRETE

Characteristics of institution
Reputition. c.uus. oo vaig e rareninseninerasnssnie
Anmoutit-clarity of information Biven..covisveeaivaiionres
Who the holder of the contrtct will ooy veirivieinnss

T

All else |
SNORINE . e e
CEVerYHITNG™ . L oa i et e e bens

Not kinown not ascertained. . .ovoveeiiiannnen.
No sccond, (third), (fourth) response. . .,

tesveasens

- L PPN

bherdideresabibtanins

R R PR R R R

R R R I

‘e

"

chen

sesen

.

veeae

reden

crann

Ceves

Ceeee

ceenn

ced s

e

1
16

(& =
VOONOWnS

—
Wb ho

205

2,563

p— E-S N —
j=T-N & -

——— S

~J\O oo w -3
- 1X] - s
oNwdS PETRY-Y=T-Y- X

—
o
o

1
668
2,563

2,217

2,563

1,335
193

3

1

2,563

b. Responses to question about exisfence of
Federal law dealing with eredit-card billing
errors

Responses of Number Per cént

All respondents
Yes Ghere is a law)
Qonmknn‘w.,.........t.‘.'........ 1,30
Not ascerwined,.., .o vuorn... 20

(=3

>

1o
AL
(. N
00'ntd

CER R <!

Towal.,,.,....
Cardholders
Yos theredsalawd, oo,
Do not know, ...,
Nut sseer tained.

+

1
o
T
(=3
o
o

D R TR

E o

9

P
NLILY
f=1 ]

Pees s es by,

D A S

2
Rre]
—-
oo o Wi

Totah i vviaine i,
Those wha experienced a billing error

Yeos (here s a lawi, ouy oo, 61 26
L 66 29,
Do notknow..o oiiiiin i 00 34,
Notaseerined., oy oooive,vinnnnnnns (] .
Total

[B]
12
-~
8
(=]

D N R S

*Less than .5 per cent,

5. Credit-card billing crrors by typé and card

Item

Errors

. 1
Number'| Per cent
!

Type of error
Charged or another's purchase, .., .. ...,..
Charged wice, charged for ilem not pur-

chased. incoriect charge, . oo .vavniuenr.,
Return item or refund not credited., ... ...,
Payment not credited or eredited incarrectly, .
Other, ...,
Not ascertained, ., .,

RN R RN AT R

Towal,c........

R R R R TR IR SR I SR

Type of card
Gnasoline. .,
Bank eredit. .. oot i i e
General purpose {Travel and cntertainmenty. ,
Retail erediteees s ienerenrenvnnnranses
Other or not ascertainet ;v vu vy seryven.s,

Totalie oo e e i e

- —
—in -y
. .
o

8 (54
N
O \Dr=oWN

o cLaLe

& w2uBR

s



6.+ Credit-card billing errors by dollar amount

Amount of crror (dollars) Number Per cent!
8
50 49 18.8
00 29 11.1
101250, ...... SYRTIAN 19 7.3
25l and more. ... . u.eiul. 15 5.7
No money iavolved,, ..., ., 5 1.9
Not known or not ascertained. . . . 22 8.4
261 100.0

T | P DI

.

8.

7« Consumers' responses to credit-card billing

errors

Response Number Per cént

Corplaint to crediter. . .ovvs vevneass 216 81.5
Complajnt td ANOINeY sy eriisrriiesss 1 4
Complaint to Better Business Burcau,. ... 1 4
Pald ol debl, .. iiiinvinievsnrtronnnnes 3 1.1
Refused 10 Pay..vovvriersvrieeinassnes 4 1.5
A OthCr. oot vveviesnenerearsrearvanes 2 .8
NO 8CtoR 1AKER v v v vs s sersriasnsrrres 27 102
Not hhown or not ascertained, .., ovovas v 1 .2
265 100.0

Totale,oovvinnnen

Cedetentaiatstarasaty

Responsces to questions on credit-card billing

Responses. Number Per cent
Was the error corrected 1o your

satistaction?

D 2 T D N 206 88.0

No...... 24 10.3

Not knawn or not ascertained. -. ... . 4 1.7
Towl, Cersubesesisersarens s 234 100.0
Are there’ un) b:lllng pracuccs of credit’

card companics that you would like

to sce changed?

[ PN 326 20.3
MO ciiianaiainnans Ceasataeaaes 1,247 71.5
Not known or not ascertained. . ....... kI3 2.2

=] 1 1,609 100.0












