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Title 12— Banks and Banking
CHAPTER II— FEDERAL RESERVE SYSTEM
SUBCHAPTER A— BOARD OF GOVERNORS OF 

THE FEDERAL RESERVE SYSTEM
[Reg. Z; Docket No. R-0066]

PART 226— TRUTH IN LENDING
Amendment to §  226.6(a) of Regulation Z 

Regarding Spanish Language Truth in 
Lending Disclosures In the Common­
wealth of Puerto Rico

AGENCY: Board of Governors of the 
Federal Reserve System.
ACTION: Final Rule.
SUMMARY: The Board hereby adopts 
an amendment to Regulation Z permit­
ting the use of Spanish rather than Eng­
lish language Truth in Lending disclo­
sures in the Commonwealth of Puerto 
Rico. English language disclosures must 
be provided to customers if they so re­
quest. The Board’s action is based upon 
the fact that Spanish is the traditional 
and predominant language used in Puer­
to Rico. This amendment will permit 
creditors to provide more meaningful dis­
closures to customers in a more efficient 
and effective manner.
EFFECTIVE DATE: April 20, 1977.
FOR FURTHER INFORMATION CON­
TACT:

D. Edwin Schmelzer, Chief, Fair Credit 
Practices Section, Division of Con­
sumer Affairs, Board of Governors of 
the Federal Reserve System, Wash­
ington, D.C. 20551, 202-452-2412.

SUPPLEMENTARY INFORMATION: 
On December 6, 1976, the Board issued 
a proposed amendment to § 226.6(a) of 
Regulation Z which would permit the 
use of Spanish rather than English 
language Truth in Lending disclosures 
in Puerto Rico. The proposed amend­
ment required that English language 
disclosures be provided upon the cus­
tomer’s request, either in substitution for 
the Spanish disclosures or as additional 
information in accordance with § 226.6
(c).

The purpose of this proposal was to 
conform the Truth in Lending Act’s dis­
closure requirements to language use in 
Puerto Rico where the pervasive and 
dominant language is Spanish. The pro­
posal recognized the unique status of the 
Spanish language in Puerto Rico as 
reflected in the Board’s examination of 
case and statutory law and statistical 
data derived from census materials. This 
proposal was published for comment on 
December 17, 1976 (41 FR 55198) . Twen­
ty -five comments were received. The 
comments supported the idea of provid­
ing Spanish language Truth in Lending 
disclosures.

Based upon the Board’s independent 
analysis and upon the comments re­
ceived, the Board has concluded that 
Spanish rather than English language 
disclosures may be furnished to cus­
tomers in Puerto Rico.

Pursuant to the authority granted in 
15 U.S.C. 1604 (1968), the Board amends 
12 CFR Part 226 by adding a new para­
graph to § 226.6(a) to read as follows:
§ 226.6 General disclosure requirements.

(a) Disclosures; general rule. * * * 
All disclosures required to be given by 
this Part shall be made in the English 
language except in the Commonwealth 
of Puerto Rico where disclosures may 
be made in the Spanish language with 
English language disclosures provided 
upon the customer’s request, either in 
substitution for the Spanish disclosures 
or as additional information in ac­
cordance with § 226.6(c).

By order of the Board of Governors, 
April 11,1977.

G r if f it h  L. G arwood, 
Deputy Secretary of the Board.

[PR  Doc.77-11348 Piled 4-19-77;8:45 am]

[Reg. Z; Docket No. R-0003]

PART 226— TRUTH IN LENDING
Amendment to Regulation Z Concerning 

Variable Interest Rates
AGENCY: Board of Governors of the 
Federal Reserve System.
ACTION: Final rule.
SUMMARY: This rule requires creditors 
to make certain additional disclosures 
when variable interest rate clauses are 
used in credit transactions. It requires 
disclosure of the fact that the annual 
percentage rate is subject to increase, the 
conditions under which an increase may 
occur, the manner in which an increase 
would be effected, and in some cases, 
information on the effect a rate increase 
would have on the payment amounts 
and/or maturity of the obligation. This 
rule was adopted in view of the increased 
use of variable rate clauses in credit 
contracts and the consumers’ need for 
more information about them. It  is in­
tended to promote consumer under­
standing of the operation and effect of 
variable rate clauses.
EFFECTIVE DATE: October 10, 1977.
FOR FURTHER INFORMATION CON­
TACT:

D. Edwin Schmelzer, Chief, Fair Credit 
Practices Section, Division of Con­
sumer Affairs, Board of Governors of 
the Federal Reserve System, Wash­
ington, D.C. 20551, 202-452-2412.

SUPPLEMENTARY INFORMATION: 
The Board of Governors of the Federal 
Reserve System has amended Regulation 
Z to require a creditor to disclose to 
customers, in advance of their becoming 
obligated on a credit contract, a variable 
interest rate clause i f the contract, note, 
or other instrument evidencing the obli­
gation so provides. The information that 
must be provided in all obligations in 
which the annual percentage rate is sub­
ject to increase includes the fact that the 
rate may increase, the conditions under 
which it may do so, any limitations on 
the increase, and the manner in which 
a rate increase may be effected, e.g., 
through an increase in the payment 
amount, number of payments or amount 
due at maturity. In addition, in certain 
types of transactions, examples must be 
provided showing the effect on the pay­
ment amount and/or the length of ma­
turity that would be caused by a hypo­
thetical immediate increase in the an­
nual percentage rate of one quarter of 
one percentage point. The transactions 
for which these hypothetical examples 
must be given are those in which a se­
curity interest is taken in real property 
used or to be used as the customer’s 
dwelling, if  the obligations are repayable 
in .substantially equal installments at 
substantially equal intervals. The hy­
pothetical examples need not be pro­
vided for transactions primarily for ag­
ricultural purposes, transactions in 
which the substantially equal install­
ments do not include repayments of 
principal, or certain optional insurance 
transactions.

I f  the rate should increase in .accord­
ance with the conditions and limitations 
so disclosed, such increase would not 
constitute a refinancing of the obligation 
and would not require new disclosures 
to be made at the time of the rate 
change.

When this amendment becomes effec­
tive, Board Interpretation § 226.810 con­
cerning variable rate disclosures will be 
rescinded, inasmuch as the amendment 
makes the interpretation unnecessary.

On October 29, 1976, the Board pub­
lished for comment in the F ederal 
R egister (41 F R  47497) a proposed 
amendment regarding variable interest 
rate disclosures. Two hundred and fifteen 
written comments on the proposal were 
received and analyzed. In  light of the sug­
gestions and comments made, the Board 
has revised the amendment as follows.

(1) The scope of the provision has 
been narrowed to apply only to those sit­
uations in which the annual percentage 
rate is prospectively subject to increase, 
rather than all those in which the rate 
is subject to change. This revision is in 
keeping with the Board’s previous posi­
tion that a reduction in the annual per-
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centage rate does not constitute a re­
financing and does not require new dis­
closures. I f  a creditor wishes to show the 
effect* of rate decreases, of course, this 
would be permissible as additional infor­
mation under § 226.6(c) of the regula­
tion. The complexity of the required dis­
closures would be substantially reduced 
by this change. Furthermore, since the 
amounts disclosed for decreases are 
within a few cents of the amounts shown 
for increases, little additional informa­
tion would be provided to the consumer. 
This change also avoids application of 
the provision to certain transactions 
which were not intended to be covered, 
e.g., a series of sales in which the annual 
percentage rate on a purchase may be 
reduced when a subsequent purchase ex­
tends the term of repayment for the first 
purchase to coincide with that of the 
second. It also avoids misapprehension by 
creditors whose contracts provide only 
for rate increases that they would be re­
quired to show the effects of rate de­
creases.

It  should be noted that the amend­
ment by its terms applies to increases in 
the annual percentage rate rather than 
increases in the contract interest rate. 
Since interest is a component of the 
finance charge, increases in the interest 
rate would cause the annual , percentage 
rate to increase.

(2) The scope of the provision has also 
been clarified by means of a footnote 
stating that it is not triggered by con­
tracts permitting a higher rate of inter­
est upon default, acceleration, late pay­
ment, assumption or transfer of property.

(3) The requirement o f showing hy­
pothetical examples of the effect of rate 
changes has been limited to transactions 
in which a security interest is taken in 
real property used or ep>ected to be used 
as the customer’s dwelling. This change is 
designed to provide information on the 
effect of rate changes in those transac­
tions in which süch information will most 
clearly be of the greatest importance. 
Typically, transactions involving a cus­
tomer’s dwelling are for large amounts 
and lengthy maturities. The requirement 
of giving the hypothetical examples has 
been deleted for three types of transac­
tions: transactions primarily for agricul­
tural purposes, transactions in which the 
substantially equal instalments do not 
include repayments of principal, and op­
tional insurance agreements made pur­
suant to Board Interpretation § 226.814. 
Agricultural transactions would be ex­
cepted because of the additional burden 
these requirements would place on agri­
cultural lenders who use variable rate 
loans quite extensively. (It  should be 
noted that many agricultural transac­
tions are already exempted from dis­
closing an annual percentage rate pur­
suant to § 226.8 (p ), a special section for 
certain agricultural purpose transac­
tions, and therefore would not be affected 
at all by the variable rate proposal.)

The second class of transactions that 
would be expected from the requirement 
of disclosing hypothetical examples is

transactions in which the substantially 
equal instalments do not include repay­
ments of principal. This technical change 
would avoid covering demand loans in 
which the periodic equal instalments 
consist of only interest, with the entire 
principal sum due on demand. These 
transactions were never intended by the 
Board to be covered, but they arguably 
would have been included under the 
language of the earlier version

The third class of excepted trans­
actions is insurance agreements entered 
subsequent to consummation with pre­
miums added to the balance of the ob­
ligation. The Board believes this exclu­
sion to be proper for two reasons: ( 1) 
These agreements are closely tied to the 
underlying obligation and the variable 
rate disclosures will already have been 
made for that obligation: and (2) the 
hypothetical changes in payment 
amount and maturity would be de mini­
mus in this type of transaction.

It should be noted that in these three 
types of transactions, the hypothetical 
examples of § 226.8(b) (8) (iii) and (iv) 
need not be given, but there must still 
be disclosures of the fact that the rate is 
subject to increase, the conditions under 
which it may change, and the manner in 
which the change may be effected 
(§ 226.8(b) (8) ( i ) and (ii) ).

(4) The October 1976 proposal would 
have required that the hypothetical ex­
amples of § 226.8(b) (8) (iii) and (iv) 
show the effect of the maximum amount 
of incremental change allowed by con­
tract or, if there is no such limitation, a 
change of one quarter of one percentage 
point. The proposed amendment has 
been revised to require use of one quarter 
of one percentage point in all cases. A l­
though use of the maximum allowed by 
contract might be of some value to the 
consumer in demonstrating the most ex­
treme incremental change possible, it 
would have the undesirable effect of 
making a contract which sets limits ap­
pear less favorable than one in which 
the increases are unlimited. The Board 
believes it is preferable to have all cred­
itors use the same measure and that one 
quarter of one percentage point is a 
realistic and manageable amount to use.

(5) In a minor change, § 226.8(b) (8) 
(ii) was revised to make it clearer that 
if rate changes can be effected in more 
than one manner (e.g., by increasing the 
payment and lengthening the maturity), 
this fact will be disclosed.

Accordingly, in consideration of the 
foregoing and pursuant to the authority 
granted in 15 UB.C. 1604 (1968), the 
Board amends Regulation Z, 12 CFR 
Part 226, effective October 10, 1977, as 
follows:

1. Section 226.8(b) would be amended 
by the addition of subparagraph (8) as 
follows:
§ 226.8 Credit other than open end—  

Specific Disclosures.
*  *  •  •  *

(b) * * *

(8) If  the annual percentage rate as 
disclosed under § 226.8(b) (2) is prospec­
tively subject to increase,10a the following 
additional disclosures shall be made:

(i) The fact that the annual percent­
age rate is subject to increase and the 
conditions under which such rate may 
increase, including: (A ) Identification of 
the index, if any, with respect to which 
such increase in annual percentage: rate 
is tied; and (B) any limitation on such 
increase;
- (ii) The manner(s) (such as an in­
crease in payment amounts, number of 
scheduled periodic payments, or in the 
amount due at maturity) in which any 
increase in the annual percentage rate 
may be effected;

(iii) I f  the obligation is repayable in 
substantially equal instalments at sub­
stantially equal intervals (including 
those obligations providing for “balloon” 
payments), and the increase could bo e f­
fected by an increase in the periodic pay­
ment amount, a statement of the esti­
mated increase in the amount of the pay­
ment caused by a hypothetical immediate 
increase of one quarter of one percentage 
point, based upon the number of sched­
uled periodic payments and original 
amount financed disclosed at consumma­
tion;

(iv ) I f  the obligation is repayable in 
substantially equal instalments at sub­
stantially equal intervals (including 
those obligations providing for “balloon” 
payments) and the increase could be ef­
fected by an increase in the number of 
periodic payments, a .statement of the 
estimated increase in the number of pe­
riodic payments caused by a hypotheti­
cal immediate increase of one quarter of 
m e percentage point, based upon the pe­
riodic payment amount and the original 
amount financed disclosed at consum­
mation.

Any increase in the annual percentage 
rate within the conditions or limitations 
disclosed in accordance with this para­
graph is a subsequent occurrence under 
I 226.6(g) and is not a refinancing under 
§ 226.8(j).

The disclosures required under § 226.8
(b) (8) (iii) and (iv) need be made only 
in transactions in which a security inter­
est is taken in real property used or ex­
pected to be used as the customer’s dwell­
ing, and they need nob be made in 
transactions primarily for agricultural 
purposes, transactions in which the ob­
ligation is repayable in substantially 
equal instalments which do not include 
repayments of principal, or transactions 
in which disclosures are made pursuant 
to § 226.814. ^
§ 226.810 [Rescinded]

2. Interpretation § 226.810, previously 
issued by the Board, is rescinded effective

10,1 For this purpose, the phrase “prospec­
tively subject to increase” does not apply to 
increases in the annual percentage rate upon 
such occurrences as default, acceleration, 
late payment, assumption or transfer of 
property.
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October 10, 1977, inasmuch as the 
amendment to § 226.8(b) of the Regula­
tion makes this interpretation unneces­
sary.

By order of the Board of Governors, 
April 11,1977.

G r iff it h  L. G arwood , 
Deputy Secretary of the Board.

[FR Doc.77-11410 Filed 4-19-77;8:45 am]

CHAPTER VI— FARM CREDIT 
ADMINISTRATION

PART 614— LOAN POLICIES AND 
OPERATIONS

PART 619— DEFINITIONS 
AGENCY: Farm Credit Administration. 
ACTION: Final Rule.
SUMMARY. This rule amends the regu­
lations governing loss sharing agree­
ments which Farm Credit banks and 
associations may enter into with other 
institutions of the Farm Credit System, 
and the lending limits established for 
banks for cooperatives. The amendments 
to the loss sharing agreement provisions 
are being made to distinguish between 
general loss sharing authority and spe­
cific authority for loss sharing to protect 
against capital impairment. The amend­
ment to the regulations covering lending 
limits for banks for cooperatives is being 
made as a result of a task force study 
which pointed up the need for a clearer 
definition of “single credit exposure” 
which would be generally applicable to 
the lending operations of the banks for 
cooperatives.
EFFECTIVE DATE: April 6, 1977.
FOR FURTHER INFORMATION CON­
TACT:

Jon F. Greeneisen, Deputy Governor,
7 Office of Administration, Farm Credit 

Administration, 490 L ’Enfant Plaza 
SW., Washington, D.C. 20578. (202- 
755-2181).

SUPPLEMENTARY INFORMATION: 
The Farm Credit Administration, by its 
Federal Farm Credit Board, took final 
action on amendments to its regulations 
which would: (1) Specify the types of 
loss sharing agreements which may be 
entered into by Farm Credit banks and 
associations; (2) specify the type of 
guaranty agreement which may be en­
tered into by Farm Credit banks and 
associations; (3) specify the factors 
which are relevant to a determination of 
single versus separate credit exposures; 
and (4) redefine loss sharing agreements.

By a notice published in the F ederal 
R egister on March 3, 1977, interested 
persons were afforded the opportunity to 
file written comments or suggestions on 
these amendments. No comments were 
received and the Federal Farm Credit 
Board therefore adopted without change 
the regulations published on March 3, 
1977.

K enneth  J. A uberger,
Acting Governor, 

Farm Credit Administration.

Chapter V I of Title 12 of the Code of 
Federal Regulations is amended by re­
vising §§ 614.4340, 614.4345, 614.4354(e), 
and 619.9200 as follows:
§ 614.4340 General.

With approval of the boards of direc­
tors of the respective banks, Farm Credit 
banks and associations may enter into 
agreements to share losses as provided 
in paragraph (a) and (b) of this section. 
The loss sharing agreements shall cover, 
but not be limited to, definition of terms, 
terms and conditions for activation, de­
termination of assessment formulas, 
limitation on assessments, reimburse­
ments, administration, arbitration, and 
provisions for amendment and termina­
tion. All loss sharing agreements shall 
be subject to Farm Credit Administration 
approval.

(a) Loss sharing agreements to pro­
tect against the impairment of capital 
stock and participation certificates may, 
unless otherwise authorized by the Farm 
Credit Administration, be entered into 
by:

(1) The 12 Federal land banks;
(2) The 12 Federal intermediate credit 

banks;
(3) The 12 district banks for coopera­

tives; and
(4) The 37 Farm Credit banks.
(b) Loss sharing agreements other 

than those provided for in pargaraph (a>- 
of this section may be entered into:

(1) By a Federal land bank with Fed­
eral land bank associations in its dis­
trict for sharing the gain or losses on 
loans or on security held therefor or ac­
quired in liquidation thereof;

(2) With the approval of the super­
vising bank, by a Federal land bank as­
sociation with other like associations in 
its district for sharing losses on loans 
endorsed by each association that is a 
party to such agreement;

“ (3) iiy  a Federal intermediate credit
bank with production credit associations 
in its district, and with other Federal 
intermediate credit banks;

(4) With the approval of the super­
vising bank, by a production credit as­
sociation with other like associations in 
its district.
§ 614.4345 Guaranty agreements.

With approval of the Farm Credit Ad­
ministration, guaranty agreements under 
which a percentage of the risk associated 
with specific loans is assumed may be 
entered into: (a) By those parties au­
thorized to enter into loss sharing agree­
ments in § 614.4340(b), and (b) by banks 
for cooperatives.
§ 614.4354 Banks for cooperatives.

* * * * *
(e) The term “one borrower”  is gen­

erally defined as a cooperative organiza­
tion and, if any, its affiliated organiza­
tions which are controlled by a common 
directorate or management, or wherein 
such primary organization owns in excess 
of 50 percent of the net worth or voting 
stock of an affiliated organization; Pro­
vided, however, That any such affiliated 
organization shall be defined as a sepa­

rate borrower under certain conditions, 
subject to prior approval by the Farm 
Credit Administration. Such definition 
shall be based primarily on the con­
clusion that the affiliated organization 
would be viable in the event of the demise 
of the other organization. Particular 
consideration should be given to, but not 
limited to, the following items:

(1) Composition and independence of 
directorate and management.

(2) Independence and control of 
operations and funds flow.

(3) Strength and diversity of other 
equity holders.

(4) Ability to generate and to retain 
earnings and cash flow.

(5) Diversity of product or service.
§ 619.9200 Loss sharing agreements.

A contractual arrangement under 
which the parties agree to share losses 
associated with loans or otherwise, as 
may be provided for in the agreement. 
(Secs. 5.9, 5.12, 5.18, 85 Stat. 619, 620, 621.)

D onald E. W il k in s o n ,
Governor,

Farm Credit Administration.
[FR Doc.77-11392 Filed 4-19-77;8:45 am]

Title 13— Business Credit and Assistance
CHAPTER I— SMALL BUSINESS 

ADMINISTRATION
[Revision 13, Amdt. 13]

PART 121— SMALL BUSINESS SIZE 
STANDARDS

Definition of Small Business for SBA 
Loans— Correction

AGENCY : Small Business Administra­
tion.
ACTION: Correction.
SUMMARY : This action corrects the 
wording of the procedures set forth in 
§ 121.3-10, Definitions of small business 
for SBA loans, for determining the small 
business eligibility of a concern primarily 
engaged in one industry but with exter­
nal-operating affiliates primarily en­
gaged in an industry subject to a dif­
ferent size standard.
EFFECTIVE DATE: April 20, 1977.
FOR FURTHER INFORMATION CON­
TACT:

Harvey D. Bronstein (202-653-6373).
SUPPLEMENTARY INFORMATION: In 
Part 121 appearing in the Federal Reg­
ister dated December 24, 1974 (39 FR 
44423), the fourth sentence of § 121.3-10, 
Definition of small business for SBA 
loans, contained a typographical error 
which clouds its meaning. Accordingly, 
the fourth sentence of § 121.3-10 is 
hereby corrected thread as follows:
§ 121.3—10 Definition o f small business 

for SBA loans.
* * * I f  an applicant for an SBA loan 

has external-operating affiliates (i.e., af­
filiates which are primarily engaged In 
selling to the general public or to con­
cerns other than the applicant concern 
or an affiliate thereof) and such exter­
nal-operating affiliates are engaged in
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industries subject to size standards dif­
ferent than that o f the applicant con­
cern, the applicant concern's size status 
shall be determined by computing the 
percentage that the size of the appli­
cant concern including any internal-op­
erating affiliates (i.e., affiliates primarily 
engaged in selling to the applicant or an 
affiliate thereof) is o f the size standard 
for the industry in which the applicant 
together with its internal-operating af­
filiates is primarily engaged; and adding 
to it the percentage that the size of each 
of its external-operating affiliates is of 
the size standard for the industry in 
which each such external-operating 
affiliate Is primarily engaged.

*  *  p * *
Dated: April 14, 1977.

R oger H . Jones,
Acting Administrator.

[FR Doc.77-11466 Filed 4-19-77; 8:45 am]

Title 14— Aeronautics and Space
CHAPTER II— CIVIL AERONAUTICS 

BOARD
SUBCHAPTER A— ECONOMIC REGULATIONS 

[Reg. ER-995, Arndt. 35]

PART 221— CONSTRUCTION, PUBLICA­
TION, FILING AND POSTING OF TAR­
IFFS OF AIR CARRIERS AND FOREIGN 
AIR CARRIERS

Limited Liability For Baggage 
AGENCY: Civil Aeronautics Board. 
ACTION: Final rule.
SUMMARY: This amendment of Civil 
Aeronautics Board regulations will mod­
ify the language prescribed for signs 
giving notice of limited baggage liability. 
The Board has recently increased the 
standard domestic baggage liability limit 
to $750. Under the within amendment, 
carriers will be required to reflect this 
fact in notices placed on signs at ticket 
offices.
DATES:

Effective: May 20,1977.
Adopted: April 15,1977.

FOR FURTHER INFORMATION CON­
TACT:

Richard Juhnke, Rates and Agree­
ments Division, Civil Aeronautics 
Board, 1825 Connecticut Ave. NW., 
Washington, D.C. 20428 <202-673-
5436).

SUPPLEMENTARY INFORMATION:
Part 221 of the Civil Aeronautics Board’s 
Economic Regulations <14 CFR Part 221) 
contains provisions, in Section 221.176, 
which require air carriers and foreign 
air carriers availing themselves of limi­
tations on liability to passengers for loss 
of, damage to, or delay in delivery of 
passenger baggage, to give notification 
of such limitations in the form of ticket 
and sign notices. At the present time, 
the stated liability for travel wholly be­
tween U.S. points is $500 per passenger. 
However, by Order 77-2-9 in the Domes­
tic Baggage liability Rules Investiga­
tion, Docket 27589, the Board has or­

dered an increase in the standard do­
mestic baggage liability limitation to 
$750. Order 77-4-73, issued contempora­
neously herewith, denies petitions for 
reconsideration of Order 77-2-9, as well 
as a motion to stay its effective date. Ac­
cordingly, the new $750 liability limit 
becomes effective Aprif 19, 1977. The 
within amendment modifies § 221.176(a) 
so that the new limit will be indicated on 
signs posted by the carriers at ticket 
counters.

However, we have determined not to 
amend § 221.176(b), which requires a 
similar notice of limited liability in 
.ticket stock at this time. As indicated in 
Order 75-3-18, the Beard is considering 
modification of existing tariff rides re­
garding liability for fragile and perish­
able items. I f  the proposed rules are 
made final, we would expect to revise or 
eliminate the ticket notice disclaiming 
liability for such items. Therefore, 
rather than require carriers to under­
take the expense of replacing their ticket 
stock twice, we wiH defer requiring mod­
ification on the ticket notices until we 
have acted on these issues.

However, all air carriers are requested 
to indicate the $750 limit on all new 
ticket stock purchased after this date. 
Accordingly, we hereby waive the re­
quirements of § 221.176(b) of the Eco­
nomic Regulations to allow carriers to 
issue tickets containing a notice limiting 
liability for passenger baggage to $750. 
In addition, we anticipate that all carri­
ers will make every effort to minimize 
any confusion or inconvenience to pas­
sengers, informing all passengers with 
baggage claims that the liability limit 
has been increased and posting the new 
signs as soon after April 19 as feasible.1

The within amendment makes one 
further change. Since Order 77-2-9 has 
extended the $750 baggage liability limit 
to all certificated air carriers § 221.176
(c) is now superfluous. We have there­
fore determined to eliminate ft. The re­
maining paragraphs will be redesignated 
and revised accordingly. Since this 
amendment merely reflects changes in 
the carriers’ tariffs, we find that notice 
and public procedure hereon are un­
necessary.

Accordingly, the Civil Aeronautics 
Board hereby amends i 221.176 of its 
Economic Regulations (14 CFR 221.176) 
effective May 20, 1977, as set forth be­
low:
§ 221.176 Notice o f limited liability for 

baggage; alternative consolidated no­
tice o f liability limitations.

(a) Each air carrier and foreign air 
carrier which, to any extent, avails itself 
of limitations on liability for loss of, 
damage to, or delay in delivery of bag­
gage shall cause to be displayed continu­
ously in a conspicuous public place at 
each desk, station, and position in the 
United States which is in the charge of

1 This rule becomes effective 30 days after 
its publication in the Federal Register. 
Therefore, the new notice will not be man­
datory until some days after the new tariffs 
are in place.

a person employed exclusively by it or by 
it jointly with another person, or by any 
agent employed by such air carrier or 
foreign air carrier to sell tickets to per­
sons or accept baggage for checking, a 
sign which shall have printed thereon 
the f  ollowing statement.

Notice of L imited Liability fob Baggage

Liability for loss, delay, or damage to bag­
gage is limited as follows unless a higher 
value is declared and an extra charge is paid: 
(1) For most international travel (including 
domestic portions of international journeys) 
to approximately $9.07 per pound for checked 
baggage and $400 per passenger for un­
checked baggage; (2) for travel wholly be­
tween U.S. points, to $750 per passenger on 
most carriers. Special rules may apply to val­
uables. Consult your carrier for details.

Provided, however, That an air carrier 
or foreign air carrier which provides a 
higher limitation of liability for death 
or personal injury than that set forth 
in the Warsaw Convention and has 
signed a counterpart of the agreement 
approved by the Board by Order E-23680, 
dated May 13, 1966 (31 FR 7302, May 19, 
1966), may use the following notice in 
full compliance with the posting require­
ments of this paragraph and of § 221.175
(b ) :

Advice to Passengers on L imitations of 
L iability

Airline liability for death or personal in­
jury may be limited by the Warsaw Conven­
tion and tariff provisions in the case of travel 
to or from a foreign country.

Liability for loss, delay or damage to bag­
gage is limited as follows unless a higher 
value is declared and an extra charge is 
paid: (1) For most international travel (in­
cluding domestic portions of international 
journeys) to approximately $9.07 per pound 
for checked baggage and $400 per passenger 
for unchecked baggage; (2) for travel wholly 
between U.S. points, to $750 per passenger 
for most carriers. Special rules may apply 
to valuable articles.

See the notice with your tickets or consult 
your airline or travel agent for further 
information.

Provided, further, That carriers may in­
clude in the notice the parenthetical 
phrase. “ ($20.00 per k ilo )” after the 
phrase “9.07 per pound” in referring to 
the baggage liability limitation for most 
international travel. Such statements 
shall be printed in bold-face type at least 
one-fourth of an inch high and shall be 
so located as to be clearly visible and 
clearly readable to the traveling public. 

* * * * *
(c) It shall be the responsibility of 

each carrier to insure that travel agents 
authorized to sell air transportation for 
such carrier comply with the notice pro­
visions of paragraphs (a) and (b) of this 
section.

(d) Any air carrier or foreign air car­
rier subject to the provisions of this sec­
tion which wishes to use a notice of 
limited liability for baggage of its own 
wording, but containing the substance of 
the language prescribed in paragraphs
(a) and (b) of this section may substi­
tute a notice of its own wording upon 
approval by the Board.

FEDERAL REGISTER, VOL. 42, NO. 76— WEDNESDAY, APRIL 20, 1977


