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tem shall submit to the Congress a report containing

recommendations on any regulatory or statutory

changes necessary—

‘(i) to ensure that finance charges imposed in
connection with consumer credit transactions more
accurately reflect the cost of providing credit; and

‘‘(i1) to address abusive refinancing practices en-
gaged in for the purpose of avoiding rescission.

‘“(B) REPORT REQUIREMENTS.—In preparing the re-
port under this paragraph, the Board shall—

‘(i) consider the extent to which it is feasible to
include in finance charges all charges payable di-
rectly or indirectly by the consumer to whom cred-
it is extended, and imposed directly or indirectly by
the creditor as an incident to the extension of cred-
it (especially those charges excluded from finance
charges under section 106 of the Truth in Lending
Act [15 U.S.C. 1605] as of the date of the enactment
of this Act), excepting only those charges which are
payable in a comparable cash transaction; and

‘(i) consult with and consider the views of af-
fected industries and consumer groups.

‘“(2) REGULATIONS.—The Board of Governors of the
Federal Reserve System shall prescribe any appro-
priate regulation in order to effect any change included
in the report under paragraph (1), and shall publish the
regulation in the Federal Register before the end of the
1-year period beginning on the date of enactment of
this Act.”

§1606. Determination of annual percentage rate
(a) “Annual percentage rate” defined

The annual percentage rate applicable to any
extension of consumer credit shall be deter-
mined, in accordance with the regulations of the
Board,

(1) in the case of any extension of credit
other than under an open end credit plan, as
(A) that nominal annual percentage rate
which will yield a sum equal to the amount
of the finance charge when it is applied to
the unpaid balances of the amount financed,
calculated according to the actuarial meth-
od of allocating payments made on a debt
between the amount financed and the
amount of the finance charge, pursuant to
which a payment is applied first to the accu-
mulated finance charge and the balance is
applied to the unpaid amount financed; or
(B) the rate determined by any method
prescribed by the Board as a method which
materially simplifies computation while re-
taining reasonable accuracy as compared
with the rate determined under subpara-
graph (A).

(2) in the case of any extension of credit
under an open end credit plan, as the quotient
(expressed as a percentage) of the total finance
charge for the period to which it relates di-
vided by the amount upon which the finance
charge for that period is based, multiplied by
the number of such periods in a year.

(b) Computation of rate of finance charges for
balances within a specified range

Where a creditor imposes the same finance
charge for balances within a specified range, the
annual percentage rate shall be computed on the
median balance within the range, except that if
the Board determines that a rate so computed
would not be meaningful, or would be materially
misleading, the annual percentage rate shall be
computed on such other basis as the Board may
be regulation require.
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(c) Allowable tolerances for purposes of compli-
ance with disclosure requirements

The disclosure of an annual percentage rate is
accurate for the purpose of this subchapter if
the rate disclosed is within a tolerance not
greater than one-eighth of 1 per centum more or
less than the actual rate or rounded to the near-
est one-fourth of 1 per centum. The Board may
allow a greater tolerance to simplify compliance
where irregular payments are involved.

(d) Use of rate tables or charts having allowable
variance from determined rates

The Board may authorize the use of rate
tables or charts which may provide for the dis-
closure of annual percentage rates which vary
from the rate determined in accordance with
subsection (a)(1)(A) of this section by not more
than such tolerances as the Board may allow.
The Board may not allow a tolerance greater
than 8 per centum of that rate except to sim-
plify compliance where irregular payments are
involved.

(e) Authorization of tolerances in determining
annual percentage rates

In the case of creditors determining the an-
nual percentage rate in a manner other than as
described in subsection (d) of this section, the
Board may authorize other reasonable tol-
erances.

(Pub. L. 90-321, title I, §107, May 29, 1968, 82 Stat.
149; Pub. L. 96-221, title VI, §607, Mar. 31, 1980, 94
Stat. 170; Pub. L. 111-203, title X, §1100A(2), July
21, 2010, 124 Stat. 2107.)

AMENDMENT OF SECTION

Pub. L. 111-203, title X, §§1100A(2), 1100H,
July 21, 2010, 124 Stat. 2107, 2113, provided that,
effective on the designated transfer date, this
section is amended by striking ‘“‘Board’ each
place that term appears and inserting ‘‘Bu-
reau’’. See Effective Date of 2010 Amendment
note below.

AMENDMENTS

1980—Subsec. (c). Pub. L. 96-221, §607(a), substituted
provisions relating to allowable tolerances for purposes
of compliance with disclosure requirements, for provi-
sions relating to rounding off of annual percentage
rates which are converted from single add-on or other
rates.

Subsec. (e). Pub. L. 96-221, §607(b), struck out ref-
erence to subsection (c) of this section.

Subsec. (f). Pub. L. 96-221, §607(c), struck out subsec.
(f) setting forth requirements for form of expressing
percentage rates prior to Jan. 1, 1971.

EFFECTIVE DATE OF 2010 AMENDMENT

Amendment by Pub. L. 111-203 effective on the des-
ignated transfer date, see section 1100H of Pub. L.
111-203, set out as a note under section 552a of Title 5,
Government Organization and Employees.

EFFECTIVE DATE OF 1980 AMENDMENT

Amendment by Pub. L. 96-221 effective on expiration
of two years and six months after Mar. 31, 1980, with all
regulations, forms, and clauses required to be pre-
scribed to be promulgated at least one year prior to
such effective date, and allowing any creditor to com-
ply with any amendments, in accordance with the regu-
lations, forms, and clauses prescribed by the Board
prior to such effective date, see section 625 of Pub. L.
96-221, set out as a note under section 1602 of this title.
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§1607. Administrative enforcement

(a) Enforcing agencies

Compliance with the requirements imposed
under this subchapter shall be enforced under
(1) section 8 of the Federal Deposit Insur-
ance Act [12 U.S.C. 1818], in the case of—
(A) national banks, and Federal branches
and Federal agencies of foreign banks, by
the Office of the Comptroller of the Cur-

rency;
(B) member banks of the Federal Reserve
System (other than national banks),

branches and agencies of foreign banks
(other than Federal branches, Federal agen-
cies, and insured State branches of foreign
banks), commercial Ilending companies
owned or controlled by foreign banks, and
organizations operating under section 25 or
25(a)! of the Federal Reserve Act [12 U.S.C.
601 et seq., 611 et seq.], by the Board; and

(C) banks insured by the Federal Deposit
Insurance Corporation (other than members
of the Federal Reserve System) and insured
State branches of foreign banks, by the
Board of Directors of the Federal Deposit In-
surance Corporation;

(2) section 8 of the Federal Deposit Insur-
ance Act [12 U.S.C. 1818], by the Director of
the Office of Thrift Supervision, in the case of
a savings association the deposits of which are
insured by the Federal Deposit Insurance Cor-
poration.

(3) the Federal Credit Union Act [12 U.S.C.
1751 et seq.], by the National Credit Union Ad-
ministration Board with respect to any Fed-
eral credit union.

(4) part A of subtitle VII of title 49, by the
Secretary of Transportation with respect to
any air carrier or foreign air carrier subject to
that part.

(6) the Packers and Stockyards Act, 1921 [7
U.S.C. 181 et seq.] (except as provided in sec-
tion 406 of that Act [7 U.S.C. 226, 227]), by the
Secretary of Agriculture with respect to any
activities subject to that Act.

(6) the Farm Credit Act of 1971 [12 U.S.C. 2001
et seq.] by the Farm Credit Administration
with respect to any Federal land bank, Fed-
eral land bank association, Federal intermedi-
ate credit bank, or production credit associa-
tion.

The terms used in paragraph (1) that are not de-
fined in this subchapter or otherwise defined in
section 3(s) of the Federal Deposit Insurance Act
(12 U.S.C. 1813(s)) shall have the meaning given
to them in section 1(b) of the International
Banking Act of 1978 (12 U.S.C. 3101).

(b) Violations of this subchapter deemed viola-
tions of pre-existing statutory requirements;
additional agency powers

For the purpose of the exercise by any agency
referred to in subsection (a) of this section of its
powers under any Act referred to in that sub-
section, a violation of any requirement imposed
under this subchapter shall be deemed to be a
violation of a requirement imposed under that

1See References in Text note below.
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Act. In addition to its powers under any provi-
sion of law specifically referred to in subsection
(a) of this section, each of the agencies referred
to in that subsection may exercise, for the pur-
pose of enforcing compliance with any require-
ment imposed under this subchapter, any other
authority conferred on it by law.
(c) Federal Trade Commission as overall enforc-
ing agency

Except to the extent that enforcement of the
requirements imposed under this subchapter is
specifically committed to some other Govern-
ment agency under subsection (a) of this sec-
tion, the Federal Trade Commission shall en-
force such requirements. For the purpose of the
exercise by the Federal Trade Commission of its
functions and powers under the Federal Trade
Commission Act [15 U.S.C. 41 et seq.], a viola-
tion of any requirement imposed under this sub-
chapter shall be deemed a violation of a require-
ment imposed under that Act. All of the func-
tions and powers of the Federal Trade Commis-
sion under the Federal Trade Commission Act
are available to the Commission to enforce com-
pliance by any person with the requirements im-
posed under this subchapter, irrespective of
whether that person is engaged in commerce or
meets any other jurisdictional tests in the Fed-
eral Trade Commission Act.
(d) Rules and regulations

The authority of the Board to issue regula-
tions under this subchapter does not impair the
authority of any other agency designated in this
section to make rules respecting its own proce-
dures in enforcing compliance with require-
ments imposed under this subchapter.

(e) Adjustment of finance charges; procedures
applicable, coverage, criteria, etc.

(1) In carrying out its enforcement activities
under this section, each agency referred to in
subsection (a) or (c) of this section, in cases
where an annual percentage rate or finance
charge was inaccurately disclosed, shall notify
the creditor of such disclosure error and is au-
thorized in accordance with the provisions of
this subsection to require the creditor to make
an adjustment to the account of the person to
whom credit was extended, to assure 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 annual
percentage rate actually disclosed, whichever is
lower. For the purposes of this subsection, ex-
cept where such disclosure error resulted from a
willful violation which was intended to mislead
the person to whom credit was extended, in de-
termining whether a disclosure error has oc-
curred and in calculating any adjustment, (A)
each agency shall apply (i) with respect to the
annual percentage rate, a tolerance of one-quar-
ter of 1 percent more or less than the actual
rate, determined without regard to section
1606(c) of this title, and (ii) with respect to the
finance charge, a corresponding numerical toler-
ance as generated by the tolerance provided
under this subsection for the annual percentage
rate; except that (B) with respect to trans-
actions consummated after two years following
March 31, 1980, each agency shall apply (i) for
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