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The Center for Responsible Lending is a non-profit organization focused on
policy research and advocacy to stop predatory lending practices. We are an affiliate of
Self-Help, one of the nation's largest nonprofit community development lenders, whose
mission is to create and protect ownership opportunities for low-wealth families through
home and small business ownership. Self-Help has provided $3.8 billion in financing to
help over 40,000 low-wealth borrowers buy homes, build businesses and strengthen
community resources. Additionally, our affiliate Self-Help Credit Union maintains
deposit accounts for individuals, nonprofit and religious organizations, and foundations.
Our organization was instrumental in helping to pass North Carolina’s comprehensive
state statute against predatory mortgage lending, the country’s first, and has been a leader
on legislative and regulatory efforts to address predatory lending issues nationally.

CRL submitted comments to the Board’s first ANPRM seeking comment
concerning a general review of Truth in Lending’s open-end disclosure rules. (March 28,
2005)

A. Minimum Monthly Payment Disclosures

This supplemental ANPRM was prompted by Congressional amendments to the
Truth in Lending Act as part of the revision of the bankruptcy code. A part of the debate
about those revisions included whether certain practices common in the credit card
industry contributed to delinquencies, and ultimately, in some cases, to bankruptcy. Low
minimum monthly payments which failed to reduce balances within a reasonable amount
of time, sometimes turning revolving debt into long-term debt, were among the practices
cited. “Bait and switch” advertising with teaser rates was the subject of scrutiny during
the national debate, as well.

FRB OE ANPRM-BK SUPP Comment 12-16-05 1



A variety of approaches to address the low minimum monthly payment issue were
suggested, and the state of California enacted a law during the eight years of
Congressional debate over bankruptcy revision. Though this could have set the standard
for minimum monthly payment disclosures, it has been preempted as to the majority of
credit cards issuers in the country.’

CRL’s prior comments on the general open-end review included a discussion of
this issue which remains relevant to this Supplemental ANPRM. See CRL Comments,
pp. 21-32, Q.31-32, (March 28, 2005)

A. Summary of the minimum payment information scheme described in the 2005
Bankruptcy Revision

The minimum payment disclosure scheme established in the 2005 amendments,
Pub. L. 109-8, Title XIIL, § 1301, is as follows:

Step 1: Consumer receives the periodic statement containing three pieces of information.

Byte #1. Warning notice: “Making only the minimum payment will increase the
interest you pay and the time it takes to repay your balance.

Byte # 2. A hypothetical example; content prescribed as follows:

a. If the plan requires a minimum monthly payment of 4% or less of the
balance, an example based on a 2% minimum, a $1000 balance, and a
17% rate (88 months) [NB: The time horizon prescribed in the statute is
erroneous, according to Bankrate.com’s calculator — it is actually 207
months.’]

b. If the plan requires a minimum monthly payment of more than 4%, an
example based on a 5% minimum, a $300 balance, and a 17% rate. (24
months). [NB: T7his time is actually 35 months.] This creditor has the
option of making the disclosures in (a) above.

c. Irrespective of the plan’s minimum payment formula, if the creditor is
one subject to FTC jurisdiction for its TIL compliance, then the 5%
minimum, $300 balance, 17 %, 24-month [should be 35-month)
hypothetical is disclosed.

' American Bankers Assoc. v. Lockyer, 239 F. Supp. 2d 1000 (E.D. Cal. 2002).
> P.L.109-8, § 1301 adds a new subsection to existing rules for the periodic statements given in
connection with open-end credit plans, 15 U.S.C. § 1637(b)(11).
? Calculations for time lines used in these comments were obtained from www.Bankrate.com, “paying the
minimum” credit card calculator.

In enacting a mistaken, significantly low-balled time horizon, Congress inadvertently
demonstrated how easy it is even for educated consumers to underestimate how long the repayment horizon
is with low minimum monthly payments and high interest rates.
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Step 2:

d. Any creditor may substitute a higher interest rate than 17%.

e. A creditor that maintains a toll-free number to provide their customers
with the actual number of months to repay the customer’s own outstanding
balance may omit the hypothetical example. (It is unclear whether this
option is open to creditors subject to FTC jurisdiction.*)

f. The FRB may by rule, prescribe a different interest rate and change the
consequent repayment period for the hypotheticals.

Byte # 3. Referral to a toll-free phone number for an estimate of the amount of
time it would take to pay the consumer’s balance, making only the minimum
monthly payments.

Following up with the phone call for information on the amount of time it would
take to pay off the customer’s balance at the minimum monthly payment.

* Actual number of months -- Creditor option to offer access to a toll-free
number to obtain the actual number of months to pay off that customer’s balance:
Creditors, with the possible exception of those subject to FTC enforcement
jurisdiction,” may choose to maintain a system that will provide their respective
customers with the actual number of months it will take to pay off that
outstanding balance at the minimum payment.

* Estimated number of months -- The Phone Access Infrastructure to offer the
estimated number of months based on standardized tables and formulae.

a. Who sets up and maintains the phone system / Who answers the phone:

> The FTC establishes and maintains a toll-free number for those
within its regulatory jurisdiction.

4

Section 1301(J) says that creditors providing actual number of months are “not subject to the

requirements of [§1301,] subparagraph (A) or (B).” However, the warning notice and hypothetical
requirements for creditors for whom TIL enforcement lies with the FTC are contained in §1301(C), and
they are not subject to subsections (A) or (B).

The combined effect of (C) and (J) requires that customers of such creditors go to an outside

system maintained by the FTC for standardized estimate information, and to close off the option available
to other types of creditors to offer an actual number. There is no logical reason to treat this category of
customers differently, and limit their access to the actual number of months. We recommend that the
Board use its discretionary authority under 15 USC § 1604(a) to assure that customers of this category of
creditors have at least as much potential to get actual information as to consumers of depository
institutions.

> See note 4, above.
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> The FRB or a third party establishes a system for use by
depository institutions with assets under $250 million for a period of 2
years. (After 18 months, it makes a report to Congress about this
program.)

> The creditor (if not an FTC regulated entity®) may establish and
maintain the system, or contract with a third party for its own or a
collective system.

b. What the consumer has to do

The number connects consumers to an automated device which permits
them to input information necessary to obtain the time necessary to repay
at the minimum monthly payment level.

Consumers whose phones are not equipped to use a touch-tone telephone
or similar device are to be given an opportunity to talk to a real person.

Presumably the system would have a series of prompts to generate the
information necessary to make the closest match on the FRB-prepared
table (or equivalent formulae) described below. The information required
to be built in, or input by the consumer includes all interest rates to be
applied, the balance to which each rate applies, the balance calculation
method, payment allocation rules in the event of multiple rates, and the
minimum payment amount or formula.

This information would be obtained through one of the following
methods: a) the periodic statement would have to provide all those fields
of information for the customer to provide with each call; b) creditors
utilizing that system would have provided information on balance
calculation methods, allocation methods, and minimum payment
formulae; or c¢) the systems would incorporate assumptions which may
not be relevant to the specific creditor’s practices.

c. What information the consumer will be given: estimates from a table
prepared by the Board.

The Board is to devise detailed tables illustrating approximate months to
repay to present standardized information, assuming a lot of different
APRs, a lot of different account balances, a lot of different minimum
monthly payments, consistent minimum monthly payments and no new
advances.

® See note 4, above.
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The Board is to issue rules giving guidance to those maintaining the
phones as to how to use that table in giving the consumer on the phone an
estimated answer.

GENERAL RECOMMENDATION

B. The most rational action is for the FRB to fully test this system before issuing any
rules, not only for consumer understanding of the information generated by the estimates,
but for comparative efficacy and efficiency with alternative approaches outside the new
§1301 scheme. Such a study would be authorized under Pub. L 109-8 § 1301(c).

These amendments describe a system that is elaborate, complex, resource-
intensive and duplicative to design, implement, and maintain on the part of the Board, the
FTC and the creditors. It may be worth it if the result is a system that is accessible and
friendly to the end-user, and provides information that the consumers can understand and
use in budget planning and deciding upon further usage of the account. (Even so, there
are several alternative infrastructure designs that come readily to mind that may well be
more economical and efficient.) However, this system looks as though it instead will be
cumbersome, time-consuming, and possibly confusing to consumers.

What is not in the statute is a reference to including that account-specific
information automatically in the periodic statement information in the first place.
Certainly it is easiest to calculate in the card issuer’s own system, where all the fields
necessary to make that calculation are already built in and operating to prepare that
customer’s periodic statement. It is our understanding that the Consumer Advisory
Council’s discussion of these amendments encompassed the possibility of simply
disclosing the estimated time to payoff for that account under the creditor’s own
calculation rules. This was preferred to a morass of disclosures and disclaimers to
consumers about assumptions used in the referred phone estimate. (It certainly would add
the least to the “information overload” concern, cf. Q. 76.)

The 2005 amendments authorize — but do not mandate — that the Board study
information concerning what information is available, and whether it has succeeded in its
purpose of making consumers aware of the implications of certain credit decisions. Pub.
L. 109-8, Title XIII, §1301(c).” Such a study would dovetail well with the Board’s stated
intention of using consumer testing as part of the overall review of disclosures. 70 Fed.
Reg. 60235, 60237 (October 17, 2005.)° The Board should use this opportunity to fully
examine both the effectiveness and efficiency of the approach dictated by the 2005
amendments, and to test it against other logical alternatives beyond the 2005 boundaries.
Such testing should not only include whether the information provided in the end is

7 These issues also may intertwine with the study mandated by Title XII, § 1229(b). regarding whether
creditor practices encourage consumers to accumulate additional debt.

¥ In our prior comments, we urged the Board to assure that consumer testing be done with the full
demographic range, including age and education of consumers. See CRL Comments, p. 10 (March 28,
2005.) In this case, testing must study both disclosures and the phone system.
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understandable and useable, but whether the process involved in obtaining it is too
cumbersome itself. A number of the Board’s specific questions indicate that it, too, may
sense greater effectiveness and efficiency in other approaches.

The statutory amendments are fairly specific, and therefore the Board’s latitude is
bounded, though there is room for discretion. Looking at the system described by the
amendments, it is not self-evident that the disclosures contemplated will meet a common
sense test of “used and useful.” Where simple (the hypothetical sample), the information
is so generalized as to be meaningless. For example, the recent survey that DEMOS and
CRL conducted of low-and- moderate- income credit card users who carried a balance for
more than three months found an average balance of $8650.” Nearly 25% of the
respondents had paid at least 1 or 2 late charges in the previous year,'® which means they
are likely to be paying penalty rates that can easily be as much as 29%. The time to pay
off a hypothetical $300 balance with a 5% minimum payment at 17% is not going to
seem relevant to a consumer with an $8650 balance running interest at 29%. In fact, it
isn’t relevant or even helpful.'’ Yet the scheme as designed for a more relevant estimate
seems elaborate to design, and complicated to use."

The amendments require the Board to promulgate model forms and provide
guidance on the “clear and conspicuous” disclosure of the new required minimum
monthly payment and introductory rate disclosures'® within six months (P.L 109-8, §
1309), though there is no deadline for rules necessary to implement the system beyond
that. The Board’s proposal is to meld consideration of the substantive amendments into
the ongoing review of the open-end disclosures generally.

Though it may be unusual, we believe that the most rational and efficient action
the Board could take is to fully test the system first. If the Board felt that the combined
effect of the study authorization and the indefinite deadline were insufficient authority, it
could request that Congress pass a technical amendment delaying the impending deadline
as to model forms for at least the minimum payment disclosures."

If the system, after testing, appears efficient and effective, rule-making would be
more informed and focused. If, on the other hand, testing shows the scheme is neither
efficient nor effective, the Board could then recommend to Congress specific evidence-
based changes, including scrapping an irrelevant and possibly misleading hypothetical

° The Plastic Safety Net: The Reality Behind Debt in America, p. 8 (DEMOS and Center for Responsible
%)ending, October, 2005), available www.responsiblelending.org. (Hereafter “7he Plastic Safety Net”)

Id. at13.
" Though we have not seen research on the efficacy of the hypothetical $10,000 example in the variable
rate mortgage context, Reg. Z, §§ 226.5b and 226.19(b), experience with consumers suggests that it is not
one of the meaningful disclosures. See also Q. 62, below.
2" And possibly frustrating, as well.
3 Pub. L. 109-8, Title XIII, § 1303(a). amending 15 U.S.C. § 1637(c).
" Given the mandated content of the minimum payment disclosures that are to be the subject of the model
form, it may not be difficult to promulgate a “clear and conspicuous” model. On the other hand, if testing
of the contemplated system shows that modification of the system itself would be more effective and
efficient, it would have been a wasted exercise.
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sample. Title XIII, § 1301 seems to put the cart before the horse. We believe that
Congress would respect a recommendation from the Board that might avoid the

implementation of a system that may well not be suitable to accomplish its goals and may
be expensive to maintain. See Pub. L. 109-8 §1301(c)(3).

The remainder of these comments focus on some of the specific questions
presented in the supplemental ANPRM.

Q. 59: Are there certain types of transactions or accounts for which the minimum
payment disclosures are not appropriate? For example, should the Board consider
a complete exemption from the minimum payment disclosures for extensions of
credit under an open-end plan if there is a fixed repayment period, such as with
certain types of HELOCs?

The question presumes that current rules regarding disclosure of repayment terms
for HELOCs are meaningful and adequate. A review of the documents in an existing
HELOC, however, indicates otherwise. (These are attached as Appendix A, infra.)

Early disclosures: The consumer should be given an early disclosure at the time an
application is received, though not necessarily in a form the consumer must be able to
keep. The only concrete payment information it requires is for a hypothesized $10,000
loan, at what can be an irrelevant rate.

Reg. Z. § 226.5b(d)(5): Requirements for Home Equity Plans (early HELC
disclosures:

(5) Payment terms. The payment terms of the plan, including:
(1) The length of the draw period and any repayment period.

(i1) An explanation of how the minimum periodic payment will be determined
and the timing of the payments. If paying only the minimum periodic payments
may not repay any of the principal or may repay less than the outstanding
balance, a statement of this fact, as well as a statement that a balloon payment
may result.

(iii) An example, based on a $10,000 outstanding balance and a recent annual
percentage rate, showing the minimum periodic payment, any balloon payment,
and the time it would take to repay the $10,000 outstanding balance if the
consumer made only those payments and obtained no additional extensions of
credit.

If different payment terms may apply to the draw and any repayment period, or if
different payment terms may apply within either period, the disclosures shall

reflect the different payment terms.

The initial disclosures require nothing more concrete.
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226.6(¢): Initial Disclosure Statement

¢) Home equity plan information. The following disclosures described in
§226.5b(d), as applicable:

.... (2) The payment information described in §226.5b(d)(5) (i) and (i1) for both
the draw period and any repayment period.

Consequently, there is nothing in current TIL which requires that the
consumer be given any practical information which will help them understand the
repayment obligation they are taking on. As the documents in Appendix A show,
the disclosures about the length of the draw and repayment periods may not
actually tell the consumer much about either. The documents are the combined
disclosure / agreement from a national bank for its HELOC product. Below we
extract the relevant “disclosures” from the agreement, and invite any average
consumer who may read this to try to extrapolate the implications for the monthly
budget.

Though the loan applied for was a 30-year fixed rate," the loan given was
a variable rate HELOC. The initial amount of the line of credit was $146,900.
The draw period is 10 years. However, the initial advance was $145,270.00,
98.9% of the maximum line, (Appx. A, pp. 20, 24, infra). According to the note,
the consumer has the “option” anytime during the Draw Period “to create Fixed
Rate Partitions of all or part of [the] Line at a fixed rate and for a fixed payment.”
(Appx. A, p. 20, infra) The rate on the “line advances” is the WSJ prime plus
5%, .459% per month (5.75% APR) at the time of consummation. The fixed rate
partition advance index is the daily rate for 3-year Treasury notes with constant
maturities, plus 4.25%, .616% per month (7.39%) at the time of consummation.

On the second page of the agreement, (Appx. A, p. 21, infra), the payment
information is as follows:

...You are required to pay a minimum payment by the Due Date shown on your statement equal to the sum of
the Line Minimum payment and the FRP Minimum Payment for each FRP in use.

a) Line Minimum Payment: The line minimum payment will equal the period finance charges
that accrued on the outstanding Line balance during the preceding billing cycle as shown on each monthly
statement. (Interest Only Minimum Payment.)

b) The FRP Minimum Payment is: A fixed payment amount that is sufficient to pay off the
Partition Advance Fee, the balance and periodic finance charges for each FRP, if one hundred twenty (120)
equal payments at the fixed rate applicable to that FRP were made. Any amount still owing after one hundred
nineteen (119) billing cycles will be added to the final minimum payment due. Additional payments on any
FRP may be made at any time but you will continue to be obligated to make the fixed payment for the FRP as
long as any amount is still owing on the FRP.....

¢) Repayment period: The Minimum payment may not full repay the principal that is outstanding
by the end of the Draw Period. If your Draw Period is not renewed for an additional term, during the
Repayment Period you may continue to make scheduled payments on any Fixed Rate Partition balances
outstanding at the end of the Draw Period until they are paid in full. Additionally, any outstanding line balance
and Other Charges will be converted to a Fixed Rate Partition balance without a partition Advance fee on the
last business day of your Draw Period and will be subject to finance charges for a Fixed Rate Partition and will
be required to be repaid in one hundred twenty (120) equal monthly payments for balances of $5,000 or

> The loan applied for was a closed- end, 30-year fixed, in a different amount. The

early disclosure was for the loan applied for, not the one sold. Appx. A, pp. 25-26, infra.
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more.... Any amount still owing after one hundred nineteen (119) billing cycles ... will be added to the final
minimum payment due.

A separate single sheet of paper amidst the loan closing package has a
space to select how much of an advance is applied as a “regular Line advance,”
and how much as a “Fixed Rate Partition (FRP)” advance, though neither option
is selected. “If neither option is completed, the initial advance will be applied as a
regular line advance.” (Appx. A, p. 24, infra.) In the “sign here, sign here” pile of
papers, the selection did not occur. More to the point for the purposes of this
ANPRM, neither is there any hint to the borrower of how any such selection
would af&ect the monthly budget, or for how many months that budget would be
affected.

By no means could these disclosures — or the contract -- be said to convey
any useable information to the average consumer about the monthly payment, or
the duration of the payment obligation.

Trying to extract from the above what the repayment implications are, it
would appear that this $145,270 loan will be payable as interest only (“regular
line advance”) for up to 10 years,'” then a higher interest rate would kick in at the
time the loan begins to amortize. Thus the estimated repayment schedule — one
the consumer did not see any hint of -- would be as follows,'® assuming no
movement in the initial index rate.

The two minimum payment options (apparently) described in the contract for a
$145,270 Advance

A: Implied estimated payments due under the Line Minimum Payment
Schedule (presumably the default choice for the repayment schedule.)

120@$ 695.84
+120 @ $1,716.05

'® While it is possible that the originator was less than forthcoming, a regulatory regime that relies
primarily on disclosure should be cognizant of how ecasy it is to be misused by the ethically-challenged.
The HELOC required disclosures make it easy.
'7 This is a good example of a “spurious open-end” HELC, with the initial draw at nearly 99% of the line
limit, and interest-only minimum payments which are significant enough that it is unlikely that additional
principal reduction payments will re-open the line. See CRL Comments, p. 24-30, (March 28, 2005).
Calling the first 10 years of this loan a “draw” period, when it’s $700/month IO payments on a fully
funded line makes the concept of a “draw period” itself spurious. It does, however, add 10 years and about
$83,500 to the cost of the payback.
¥ Or at least that’s how we interpret the contract and make the calculations. If that is not what the contract
provides, we submit that our error simply highlights the gross inadequacy of current rules in promoting “the
informed use of credit,” and offering transparency.
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B. Implied Estimated Payments Due Under the Fixed Rate Partition
Minimum Payment Schedule

120 @ $1716.05

In this case, the repayment term is “fixed,” but either at 10 years or 20
years. That horizon would be determined by a default option that the customer is
not likely to have understood or even known existed at closing. And the
minimum monthly payment is either $695, or two-and-a-half times that amount
($1716). It would appear from these initial loan documents that the periodic
statement may the first time the latter information would show up to the
consumer, and the former information would be missing entirely. The minimum
monthly payment amendments would add that to the periodic statement.

The experience with consumers receiving HELOCs as open-end “piggy-
back seconds” in refinancings and debt consolidations also showed the
weaknesses of the current disclosure regime for HELOCs."

The Board earlier expressed its intent to make home equity disclosures the
subject of a separate ANPRM round. Obviously minimum monthly payment
disclosures on the periodic statement are not a cure-all for the gross inadequacies
in HELOC disclosures available before a consumer becomes enmeshed. But this
example amply demonstrates that the existing rules do not justify exempting
HELOCs from otherwise useful minimum monthly payment disclosures. While
careful study of existing actual products and how they are disclosed, and
consumer testing may suggest that the implementation be different for HELOCs
than for credit card programs, exemption is both unwarranted and unwise.*

Q60: Should the Board consider an exemption that would permit creditors
to omit the minimum payment disclosures from periodic statements for
certain accountholders, regardless of the type of account; for example, an
exemption for consumers who typically (1) do not revolve balances; or (2)
make monthly payments that regularly exceed the minimum?

Consumers would be harmed by such an exemption, and there is little, if
any, countervailing benefit for creditors. Setting up systems to screen and
constantly monitor the “typical” pattern for each of their customers is likely to be
more resource-intensive to the creditors than simply programming the same fields
of information for all customers. Hence there is little to be gained for them.

'Y These products were among those at issue in the states’ investigation of Houschold, for example. The
piggy-back seconds, which many consumers did not even realize were a separate loan from the first lien.
Among the lenders doing the “loan-splitting” on refinances, the piggy-back second may have had a
different term than the companion loan, and often was a balloon. In the case of the HELOC piggy-back
second, many consumers were unaware of the balloon. These products, too, were commonly fully funded
at consummation, making their characterization as open-end suspect.

2 See, ¢.g discussions of Q. 62-63, below.

FRB OE ANPRM-BK SUPP Comment 12-16-05 10



In contrast, what’s “typical” behavior for a particular customer may
quickly change, due either to a temporary change in circumstance (a move, a
layoft, a major medical expense), or a permanent change (the death of a spouse or
a disability). It 1is in just such circumstances that having this information in a
timely fashion is most important — before an outstanding balance grows
unmanageable.

The same factors militate against an exemption for cardholders who
regularly exceed the minimum. A consumer trying to pay down a $3000 balance
on a 17% card by paying $100 / month instead of a 2% monthly payment still has
over a three-year horizon. Having that information is just as useful to that
consumer in planning future card use (or restraint), or larger payments as it is to
the 2% payer. In the DEMOS/CRL consumer survey, 10% said they planned to
pay the minimum payment in the upcoming months, 39% said they would pay the
minimum “plus a little extra,” and 41% planned to pay two- to- three times the
minimum.?’ Hearing an estimated time horizon on the survey’s average $8650
balance of 117 months at 13%, for example** may be sufficiently jaw-dropping to
cause the consumer to cut back on further use of the account, or to turn the “little-
bit” extra payer who can afford it into a “lot extra” payer.

Q.61: Some credit unions and retailers offer open-end credit plans that also allow
extensions of credit that are structured like closed-end loans with fixed repayment
periods and payment amounts, such as loans to finance the purchase of motor
vehicles or other “big-ticket items.” How should the minimum payment disclosures
be implemented for such credit plans?

Whether such purchases are nested within long-term customer relationships, as is
often the case with credit unions, or in the more dubious context of the “spurious open-
end credit” sale, the issues raised are similar. And it is in these situations that the
solution is perhaps the simplest. In our comments of March 28, 2005, we proposed a
pre-consummation disclosure for plans opened to finance an initial purchase. (CRL
Comments to Open-End ANPRM, pp. 28 — 29, March 28, 2005). That proposal, with the
calculation assumptions used there, could easily be adapted to these situations.

0.62: Should the Board adjust the 17% APR used in the statutory hypothetical
example? If so, what criteria should the Board use in making the adjustment?

The question highlights the fundamental weakness inherent in the hypothetical
sample approach. For many consumers, it can be irrelevant at best, misleading at worst.
Like a great many other aspects of our economy, the average credit card interest rate
conceals a wider range of rates than in the past. A recent survey by the Woodstock
Institute found the average rate for purchases among bank cards was 12.11% and

*! The Plastic Safety Net, supra note 9, p. 13.
2 5% minimum payment at 13%.
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approximately 19% for cash advances.” However, the penalty rate that an increasing
number of cardholders are subject to now has crossed the 30% threshold,** with an
average of 25.4% in the 2005 Woodstock survey.

If the hypothetical example lowers the rate to the 13% average the Board cites,
the disparity between the standard example and what the 30% cardholder faces just
becomes that much greater, and more misleading.”> While the degree of difference
between rates applicable to purchases and those attributable to cash advances is not as
pronounced, it can still be a 10% range or more. Further, it may be that that the typical
rates charged by creditors subject to §1301(C) are higher than those typically charged by
other creditors. Thus while a lower sample rate might be suitable under (A) and (B), it
may not be appropriate under (C).

It is such disparities between the simplistic hypothetical sample and complex
reality that led to our primary recommendation to delay while empirically evaluating the
whole scheme prior to implementing it. However, in the absence of that, one possible
avenue for the Board is, at a minimum to require a different, and higher hypothesized rate
on periodic statements to borrowers who are subject to a penalty rate. We do not believe
that a periodic statement should contain both examples. It should not be that difficult
operationally to implement a sorting program, as the creditor’s system has already done
such a sort to impose the higher rate on those accounts in the first place.

.63: Should the Board consider revising the account balance, APR, or “typical”
minimum monthly pavments used in non-credit card open-end accounts, such as
HELOCs?

Given the much higher stakes in a home-secured loan, we strongly recommend
that maximum relevancy be the goal of the hypothesized example. For those consumers
who had (and still have) of over $10,000 - $15,000 (or higher) HELOCs at 20% - 24%
from creditors subject to §1301(C), an example of a $300 balance at 17% is utterly
meaningless, at best, misleading at worst.*® The Board should determine what actual
experience demonstrates are realistic account balances, interest rates and minimum
monthly payments. In doing so, it should take into account major differences in the
types of these products offered among various categories of creditors.

> The average margin of the cash advance rate was 6.99% above the banks’ purchase rates. Tim Westrich
and Malcolm Bush, Blindfolded Into Debt: A Comparison of Credit Card Costs and Conditions at Banks
and Credit Unions, pp. 9, 15 (Woodstock Institute, July, 2005).
** See Plastic Safety Net, supra note 9, at 36, note 8.
1t will take 154 months to pay off our survey average $8650 balance at the 25% average default rate, with
5% minimum monthly payments.

It is interesting to note that the Bankrate.com “paying the minimum” calculator does not permit entry of
a 30% interest rate; 28% is as high as it currently goes.
“ In addition to the extremely high interest rates on these accounts, the initial “draw” on the HELOC was
typically near (or even over) the line limit, so outstanding balances are typically high.
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.64: Should the statutory example refer to the minimum payment percentage as
“typical,” and if not, how should the disclosure convey to consumers that the
example does not represent their actual account terms.

This is yet another example of how consumer testing, not lawyerly drafting,
should determine disclosure content and format.

Q. 65: What calculation assumptions about balance calculation methods, grace
periods, and residual interest should the Board use in developing formulae to
generate the estimates available through the referred telephone number.

In the absence of specific information, the only value of hypothesized information
about the shelf-life of open-end debt is to open the consumers’ eyes about just how long
that can be. Consequently, the assumptions should be either a) tailored to the specific
creditor’s practices, or b) if not tailored by creditor, then based on the “worst-case
scenario.

Certainly the formula approach to generating the tables allows creditors
maintaining their own system to utilize their own balance calculation method. A system
maintained for multiple creditors can permit the input of the appropriate method for the
relevant issuer. If it is not possible to tailor the system by creditor in the FRB and FTC-
maintained systems, then we suggest that “worst-case scenario” assumptions be used.

0Q.66-68:

* What minimum payment formulae and APR information should the
Board select for the estimates, or how should the selection decisions be made?

* Should different “typical” formulae be established for each type of
account? Are there other approaches the Board should consider?

* Should creditors have the option of programming their systems to
calculate the estimated repavment period using the creditor’s actual formula

Again, the question highlights doubts about the overall scheme. Testing a variety
of assumptions within this scheme, but also against logical alternative approaches to the
scheme as a whole, would provide information that would enable the Board to form
recommendations for Congress for improvements that would be of considerable benefit
to consumers, the industry, and the agencies involved.

We recommend that the creditor-maintained systems should be not only
permitted, but required to use inputs from their own systems about minimum monthly
payment formula, account balance calculation, the portion of the balance subject to each
APR, and payment allocation methods. Furthermore, the most sensible thing to do — for
all stakeholders -- is to put that individualized information automatically on the periodic
statement, as we recommended in our comments of March 28, 2005.”  Since the

#7 See CRL Comments, p. 24, (March 28, 2005). To avoid “information overload,” the overall review of
the periodic statement requirements, and a review of a variety of periodic statements actually in use, may
suggest a segregation requirement similar to that for closed-end credit, or even a prohibition against
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information necessary to make reasonable estimates is already in the creditors’ systems,
the compliance costs should not be prohibitive. (Also, many businesses periodically
reformat and redesign their statements for reasons other than regulation.)

Indeed, one advantage to an FRB study which fully tests the 2005 amendment
scheme against alternatives is that it could evaluate whether the automatic written
individualized estimate is, over the long haul, actually cheaper than the on-going
maintenance of these multiple telephone response systems,”® while providing consumers
with information that is actually relevant to their situation. It is entirely possible that a
win-win solution lies outside the parameters of the 2005 amendments. Congress would
undoubtedly be receptive to recommendations from the Board to authorize changes that
benefit all the stakeholders.

Within the confines of the 2005 amendment scheme, we believe that it does make
sense to differentiate among types of products for the agency-maintained telephone
response systems. Banking regulators have driven the recent shift in minimum payment
calculation practices. Given that, the “worst-case scenario” for the category of creditors
subject to those regulatory guidelines may be a “better-case scenario” than for creditors
not subject to those banking guidelines. Consequently, here, too, it makes sense to
incorporate these differences in the agencies’ systems, with each using the “worst-case
scenario” assumption most likely for the category of creditors represented in the
respective systems.

Q.69. Negative amortization,

If, as we suspect, the recent banking regulatory changes mean that it is primarily
non-banking creditors where negative amortization is more likely to occur, then the
differentiation discussed above may make this primarily an issue affecting accounts
linked to the FTC system.” “Never” is the succinct answer to the anticipated horizon of
a negatively amortizing account. And it is an important answer. Consumer testing is the
only reliable way to determine what the appropriate guidance should be on this question.

.76 Disclosure to consumers about assumptions used in developing the estimates.

As with the negative amortization information, the end-users should provide that
guidance to the Board. In our March 28, comments, (p. 24) we offered one possible
suggestion which might be tested for key assumptions.

including certain types of information (advertising, for example) on the front of a periodic statement.
Compare Reg. Z, § 226.5(a)(1) to § 226.17(a)(1).

* Tt is possible that the creditors’ real concem is not about the cost of implementing this system, but about
potential liability for doing it wrong. That concern could be assuaged by the same means that exposure for
other calculation requirements is bounded, such as guidance on day-counting assumptions for estimates,
and tolerances. We also note that the FTC-maintained system is an added burden on its resources unlikely
to be matched by an increase in appropriations.

* See note 4, above.
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We also note that if creditors are required to use the formulae actually in place
for all these component-factors, that cuts down on the universe of assumptions that may
be important. More critically, it lets disclosures focus on those assumptions that are
within the consumer’s power to control. The consumer can control whether they add
additional charges, or pay late. They can’t control whether the creditor uses the two-
cycle balance calculation method, or the low-rate-first payment allocation method.

0. 70 — 75: Relating to multiple APRs, balances subject to multiple APRs., payment
allocation methods.

. 80-82: Alternative approaches the Board should consider.

Once again, these questions appear to suggest that the approach taken in the 2005
amendments for the estimates is the most complex and least helpful approach. In our
General Recommendation and in response to Q. 66-68, above, we urge an evaluation of
whether a more effective and efficient system is to require automatic disclosure on the
periodic statement itself of individualized estimates, derived using the relevant factors
actually used by that creditor.

Q. 77 -79: Standards to use in the option to provide the actual number of months to
repay the outstanding balance.

As a practical matter, the “actual” number of months to pay-off at the minimum
monthly payment is intrinsically an estimate. In the above discussions, we consistently
recommend that assumptions to be used are those of the creditor’s own system. This
considerably narrows the distinction between “actual” and “estimate” for the creditor-
controlled variables. The consumer- controlled variables exist irrespective of whether it is
called an “actual” or an “estimated” number.

Using the approach we recommend, “actual” and realistically “estimated”
disclosures converge. This is the preferable goal for consumers, and potentially a more
efficient approach overall.

In this scenario, the terminology is not that important in terms of the information
to be given to the consumer. It may be important, instead, for collateral reasons. As
noted above, (see note 28), potential liability, rather than actual implementation costs,
may loom larger in industry’s calculation of compliance costs. As long as it is not used
to undermine the fundamental purpose of providing useful, useable, and meaningful
information, we believe that a tolerance for error is appropriate.

() 83 — 84: What guidance should the Board provide on the location or format of
the minimum monthly pavment disclosures? Is a minimum type size requirement

appropriate?

B. Introductory Rates:
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0. 85: What model forms or clauses regarding introductory rate disclosures should
the Board consider? Is a minimum type size requirement appropriate?

One possible model clause or form for the minimum payment disclosure was
submitted as part of CRL’s March 28 comments. We also discussed how “clear and
conspicuous” were not adjectives that readily come to mind in looking at open-end
disclosures currently, and suggested broad guidelines to take into account while engaging
in testing to see what would be meaningful, as well as clear and conspicuous to the users
of these disclosures. See generally, CRL Comments, pp. 9-10 (March 28, 2005).

Most of the questions in the supplemental ANPRM relating to B. Introductory
Rate Disclosures, Q. 85 — 91, and C. Internet Based Credit Card solicitations, Q 94-
96 also ask for information more properly sought through consumer testing than in the
opinion of lawyers and lobbyists. We have earlier recommended that if the Board does
not have the time to adequately test suggestions within the six months prescribed in §
1309, it should request a technical amendment delaying that deadline.

0. 87: What standards should the Board use to identify one APR in particular as

the “first mention” to provide guidance on placement of the expiration date and
[

‘go-to” APR?

(.88: Should all documents mentioning the introductory APR contain the required
disclosures?

We agree with the analysis offered by the National Consumer Law Center that
“clear and conspicuous” requires that there be no room for making the “first” mention
obscure, so that the limits to the teaser can also be obscure. The recommendations in
NCLC’s comments would preclude that circumvention.

For similar reasons, all documents on which the teaser rates appears should also
include the disclosures, to assure it is meaningful and conspicuous.

D. Disclosures Related to Payment Deadlines and Late Payment Penalties

0. 99: Should creditors be required to credit payments as of the date they are
received, irrespective of time?

Yes. Furthermore, we agree with the NCLC comments that the system least
susceptible to misuse is either to use the postmark date as the credit date, or a trigger
date. If the postmark date itself is not used, the rule should require crediting the payment
as of the3 0earlier of the actual date received, or the post-mark date plus a specified number
of days.

* Tt is likely that the USPS has data on average delivery times. As a general rule, the postal service is as
efficient and reliable as any other non-clectronic delivery system. Except, of course, where mail has to be
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Some attorney generals and regulators have had complaints from consumers that
credit card issuers seemed to be purposefully delaying posting. *' Consumers knew when
they put the payment in the mail, but could not prove the date of receipt by the creditor.
Creditors, perhaps dilatory, if not deceitful, sometimes try to invoke the popular
mythology of a sluggish postal system to shift blame. However, some of those affected
consumers noticed that the postal service seemed to get their other bills to their final
destination in a timely fashion, as little as 2 — 3 days. To try to deal with the specific
credit card problem, some consumers resorted to expensive means to give them proof of
the date of receipt, such as certified mail, return receipt requested, or other special
delivery methods which offer tracking systems.** A rule which limits such perverse
opportunities for inefficient, or deceptive creditors is beneficial for consumers without
penalizing efficient creditors.

. 100: Should the Board consider requiring that any increased rate that would
apply to outstanding balances accompany the late payment fee disclosure on
periodic statements?

In the absence of substantive reform to preclude application of penalty rates to
prior balances, the disclosures should make it clear when it might.

Recently a “no-late fee” program has been advertised to consumers. But the late-
payment- triggered penalty rate remains. And the financial hit caused by an on-going
penalty rate can be greater than the one-time late payment. Consequently that
advertisement of the “no late fee” program is misleading.”® The form such a disclosure
might take should be simply part of overall review for potential revamping of periodic
disclosure requirements and consumer testing of language and formatting.

(In our earlier comments, we urged broader reform of penalty pricing generally.
See CRL Comments, pp. 15-17 (March 28, 2005).)

E. DISCLOSURES REGARDING TAX CONSEQUENCES OF HIGH LTV
LOANS

. 102: What guidance should the Board provide in interpreting when an
“extension of credit may exceed the fair market value of the dwelling? Should

routed first to an irradiation center, which we do not understand to be a source of delayed posting for loan
payments.

*! For example, Providian Bank was the subject of many consumer complaints, private actions, and state
and federal regulatory action. The consumer response cited above reflects some of the consumer
complaints to the lowa Attorney General’s office.

*% In the mortgage- servicing context, we have heard of situations where that actually exacerbated the
problem, because the creditors system routes special mail away from the billing site to other geographic
locations, further delaying “receipt.”

* See, e.g. Caroline E. Mayer, No late-fee cards come with hidden twists, Washington Post (November
15, 2005).
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disclosures be required if the new extension of credit combined with existing
mortgages may exceed the dwellings fair-market value?

Q. 103: In determining whether a debt “may exceed” a dwelling’s fair market
value, should only the initial amount of the loan or credit line and the current
property value be considered? Or should other circumstances, such as the potential
for negative amortization be considered.

As to the first question, yes, the disclosures should be required based on the
combined LTV. Many debt consolidation mortgages are solicited and sold with a pitch to
turn non-deductible credit card debt into tax-deductible home-secured debt. In some
regions of the country, particularly outside the high-appreciation locales, a troubling
amount of home equity debt is high- LTV. Some subprime lenders have offered 100%
or higher LTV refinance and debt consolidation loans using a high-rate first lien and a
higher-rate piggy-back second. (Some of the programs used HELOC seconds, at rates as
high as 20 — 24%, others used high-rate closed-end seconds The prevalence of these
overly high- LTV programs may have declined in the wake of regulatory actions in which
they featured.*")

This is of no small consequence for borrowers or communities. Empirical
research is mounting that high-LTV products are inherently dangerous. High LTV is a
product that correlates to a heightened risk of foreclosure. One recent study of subprime
lending cites a 6.8% probability of default at 100% LTV, and a whopping 25.9%
probability of default at 120% LTV. The study also finds that high LTV is more likely to
cause a delinquent loan to end in foreclosure, rather than a “distress prepayment.”*’

In addition to looking to the combined LTV for purposes of this disclosure, we
recommend that the board consider going beyond the current value, as well. On the one
hand, inflated appraisals are increasingly becoming a concern, so that LTVs nominally
under 95% may in fact be underwater. Combine that with HELOCs such as the one
we’ve discussed earlier in these comments, where the balance is more likely to rise than
decline, and the odds mount for the loan to cross the 100% mark. One option to consider
is whether it any loan nominally at 90% LTV or higher at origination be one which “may
exceed” a dwelling’s fair market value.

' The FTC action against Associates and the state actions against Household both looked, in part, at the
operation of these “loan-splitting” programs.

> Michelle A. Danis and Anthony Pennington-Cross, 4 Dynamic Look at Subprime Loan Performance,
pp- 3, 10 — 11, Federal Reserve Bank of St. Louis, Working Paper 2005-029 (May, 2005). (The paper talks
in neoclassic terms of “ruthless default” theory of borrower behaviour. That seems a harshly judgmental
term to use for a person who is in a “no way out” situation. The very fact of the high LTV loan closes off
the escape options of refinance or sale most commonly used to get out from under an unsustainable debt.)
For more general information on high LTV as a risk-factor for default, see, e.g. . Peter J. Elmer and Steven
A. Seelig, The Rising Long-Term Trend of Single-Family Mortgage Foreclosure Rates, FDIC-Working
Paper 98-2.
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Given the inherent risk in high LTV mortgage debt, and a serious foreclosure
problem in the subprime market, the tax warning is a very minimal response. However, it
might at least marginally curb one of the deceptive hooks used in marketing the product.

Respectfully submitted,

CENTER FOR RESPONSIBLE LENDING
302 W. Main Street,

Durham, NC 27701
www.responsiblelending.org

Contact:

Kathleen E. Keest,

Senior Policy Counsel

302 W. Main Street,

Durham, NC 27701

919.313.8548 (phone),

919.313.8595 (fax)

Kathleen Keest(@responsiblelending.org

Appendix A, follows: [See Q. 59]
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Appendix A

mmnmw-mnmm-‘.i INAL HOME EQUITY
(Not 16 be Used for Limes Secured by & Texas Homestead)

Date: 1/03/2005 Ateount Ne. : _

You, the endersigned, are oponing an Equity Reserve Line of Credit (Line) with Nalonal City Bank (Baak) a0d sgree that the followiag terms and conditions will
apply Lo your Line,

Lime of Credit. Your Line 13 an open-end line of credit wiich You may use o obtam cash sdvances (Advances) from time to tine for a period of 10 years (Draw
Perod). If you continue to moet Back's then current crodit and collaters: vame criterm, st Bank's discretion, Bank will cither sxtend the Draw Period for one or
more sdditions] Draw Perwods or Bane may refinsnce your Line on the terms then being offered by Bank for Equity Reserve Lines of Credit. If your Draw Perod
s pot renewed or the Line refinanced, you f-?-suzmwmummhrmuwnuwmm

The mitial amooot of your Line & § 4 (Credi Line). You nave (he option anytene during the Draw Perwod of this Agreement
1o create Fixed Rate Pantitions of all or part of yoor Line al & fixed rate and for & fixed payment. The Fixed Rale Phrtition (FRP) balance Inchudes the partition
sdvance fee. Amny amount you repay on the Line and/or on an FRP will be again available io you oa the Line uolil the end of the Drww Period. Bank may redoce
the amount of your Credit Line under certain conditlons deseribed In this Agreement.

Advamces. Yoo may obtam Advances under your Line by ssumg Bquity Reserve chocis and special FRP checys (Checks) supplicd by Bank, or by way of any

uumpﬂd bat the actoal paid Chocks will not be returned o you. vwmmmormmmmmu.mqumu

charged.
Bang gay smsue you a Card or Cards for use with the Line, Credit card access 11 0ot offered in Connecticot, New York and Texas and may not be affered in other
mates. The word Card can mean one or more credit cirds or Astomated Teller Machine (ATM) cards. Yoo suthorize Bank to ssec you s Card for use with the

purchase

Boaors the Card, You may aiso oblam Advances by using & Persogal [dentification Number (PIN) for telcphone banking or on-line banking Advances. Bank will
charge all Advances to your Line. I you allow someons cise b0 uae your Card or FIN and yoo wasd (0 sop such use, you most jot Bank know i writing. 1If he or
sne pas & Card or PIN, you mest retors the Card with yoar writen notice and/or request a new FIN.  You mest notify Bane semediately if your Cards or PIN arc
st of Molea, or you bolieve that some person sy be ussg your Card(s) or FIN wihoot permupsion. Fou will sol use your Line after notifying Banx of ks,
st or noanthorzed wse of your Card(s) or PIN. You will nol be beld lable for any unssthorized use of the Card or PIN after you bave polified Bank of the joss
of theft by phone ot 1-800-533-6596 or m wriling a Mational City Card Services, P.O. Box 4092, Ealaoazoo, Michigan 49003, (Othorwse you may be liable,
but pot-for more than $50.) Bank may terminate the ase of your Card or PIN if you tose yoar Cand or PIN two tames or more m a twelve moath penod.  Bank
‘may also lerminsic the use of yoor Card or PIN if your new batance exceeds your Credil Line by 2% or if yoo are over limit for more than oo billing cycle.

Mwﬂmnaﬂumhwwmemuuiummw«mhw;suﬂywwmwmrhm
Peraxd ends; of in the event of lerminalion or sispension of yoar Crodit Line nader the and upon Bask's request yoo will
retarn Checks and/or Cards. Your Line may mot be used for Internet lotiery, mwmmwummm

Charges from foresgn merchants and financial insifutions may be made m a forexgn currency. 'We will bill you in U.S, Dollars based on the excnange rale oo the
day we sotlie the transaction, plus any special comency exchange coarges. In the case of VISA Ascounts: The exchange rate applied 1o cach sach transsclion s &
(A) woolcsase market rae of (5) governmens-mandated raie, i effect ooc dey prior W the processmg dete, increased by ooe parcesl. Becasuse of the special
charges and pomsible differences i exchange ruies betwoen fhe Lme we seltie and the Lame you mitisied the transsclion, the ol charge for & forogn Uransactson
may be greater than the cash advance or porchase at the time £ was made.

mmmmummmmumhwm
) Lime Advamces: Bank figures the finance charge on your Line by sppiying the penodic rate to the "sverage daily batsnce™ of your Line.
To get the mﬁl}m' Baok takcs the ncgmnmg baance of the Line cach sy, Hﬁwmmmﬂwh\mﬂ

percentage rate are subjoct 10 changs, Dasced on the vams of an mdex. The mdex @ effoct for cach billieg cycle sball be the "Prime Raic” of intcrest sppoaring in
the Momey Rates Tabie of The Wall Stroet Jourmat published on the first day of your Bllling Cycic (or, if not poblished on that dats, the last edition peblished prior
o that date), ronaded vpward, if nocessary, to the nearcat (01% (Lbhe Index).

The ANNUAL PERCENTAGE RATE is the Line Index pins ___ ©-500 5. The FINANCE CHARGE for each billing cycie shall be
computed at the anasal perocotage rate divided by 12. The cument persodic rate of FINANCE CHARGE = 0.479 % per montn, which
comeaponcs to sa ANNUAL PERCENTAGE RATE or__5-750 5.

The annual percentage rate and the periodic rake of fisance charge may mercase if the Lioe Index mereases. In the event of an increase, the finance charge will
imerease and the MmO paymend smount May mercase. An mereass of decresse in (he annosl percentage rate will result in & corresponding crease or decrease
i Ihe paatTI PRYmCTE A0

k) Fized Rate Partiion Advances: Banr figures the finance charge on cach FRP by appiyung the periodic mie 10 the "average daily
batsnce™ of the FRP. To pat the “sverape daily baance™, Haak takes the beginaing batance of the FRP each day and sobiracts any payments or credils sad vnpaid
peridic fisance charges. This gives the dally balance, Then, Bank sdds op sll the dally balances for (he billing cycie and divides the tolal by the number of days
m ihe billing cycie. This grves the “sverage daily baance™
Each FRP is subject 1o finance charges from the date of the transaction uniil paid i full. The peraodic raie of finance charge and the sanmal percentage rde are
astermined and fixed on (he business day the transaction posts lo yoor Line. The mdex shall be the daily rate for 3 year Treasory notes with comstant maturitics
hmlmmmmmhuummﬂmmmmnhmnmhmmummmm i
mecessary, o the nearest 01% (FRF Istex). The FRP Inoex cam be found i the Federmt Rescrve Stlistca Heeass H. a
wwrw.federatroserve. gov/ ressassa/nl S .

The ANNUAL PERCENTAGE RATE i the FRP Index pros_4:250 . The FINANCE CHARGE for cach biling eyese shal be compoted a
fhe anousl percestage re divided by 12, The currest perwdic rate of FINANCE CHARGE s 0.616 % per mosth, which corresponds 1o an
ANNUAL PERCENTAGE RATE of __7-330 %,

emmummmmm In no event sball the periodic raie of FINANCE CHARGE be more thag §.50%
per month or icss than 0.25% per moath and in oo cvent snall the ANNUAL PERCENTAGE RATE be move than 18.0% or icss than 3.0%. The anmual
percentage rale nciudes oafy nicrest and ot other costs. Your moathly statemsent will discioss the spplicable annoal percentage rate for the billing cyce.

Period: Axy ing Lime basance eod Other Charges will be comveried (o a Fixed Rate Partition batace ca the st
mHyofjwbml’lmdmwﬂumummmuhlmmhmnmhm&)-d@m The mdex vaine &
the FRP Index o the 10 bosiaess day pror (o the last besincss day of e calcndar month preceding fhe mouth m which the Draw Period ends roveded as
provided in pabsection (k) above. -

Other Finance Charges. A broxer foe FINANCE CHARGE o#5, 500.00
4 processmg foc FINANCE CHARGE of3___0.00
A Partition Advance foc FINANCE CHARGE of $50 for cach Fixed Rate Partifion usea.

MIWMJWGMMT o | “l MIII
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Other Charges, In addition to financo charges. owmg other charges will appiy: N }

«  An aonoai fes of $50 reflecied on the moothly siatement for the first billing cycle of each year of your Draw Period begiming with the 13* billing cycic,
whether or nol you oblam Advances under your Line. This fee w not refundsble.

« A latc payment fee of the greater of 10% of the unpaid minimom payment or $40, if Bank does not recerve your mimunum payment at the sddress shown oa
your statement within 10 days of the Due Date. Bank may charge an additioaa] lat payment fec for cach billing cycie that your Line is past due.

« Ao over limit fee of $25 wnenever you go over your Crodit Line. Bank may charge an additional $25 for each billing cycie that yoa remam over your Credit
Line.

+ A returned payment fee of $25 if you make a payment on your Line which i returned to Bank unpaid because of insofficient fonds, & ciosed account, stop

payment, or any other reason.

A returned check fee of $25.if you wrile a Checx that Bank dishonors under the "Advances™ section of this Agreement.

A-qapmmdmhmmﬁmqpuﬁmummammumanfmmpumm.

-

-

»  Aneary fecof§_ 350.00 if you ciose your Line within the first 36 months.

« A document request foe of $6 per copy for service of providing copies. Baak will not charge you for documents Bank is roquired o grve you by ww.

s Any reai estate retated closing focs duc ut the closing of your Line are reflected on the HUDL provided to you by the ciosing ageat and

which is hereby mcorporated and made part of this Agreement by this refereace.

Bank does not jose any of itz other rights under this Agreement whether or not it charges iale payment or over limit fees. The application of any fee snall not cure
the defaull which mitiated the fee.

Security Interests. Your Line will be secured by a mortgage (Mortgage) oa your dwelling (Dweiling). lfumhh,wmamm.
;mnwm“mummmﬂdulmmumﬁmM3wm,wamdmmdmwm.mﬂ
be oocupied by you and shall not be used as rental property. Bank agrees 10 waive any security imferest in the Dwelling to the exient i securcs Advances which
may be in excess of your Credit Line. You pame Bank as joss payee and beneficiary of the proceeds of, and assign 1o Bank any uncamed premiums of, all
msurance connected with your Line. 'You mmst not adversety affect Bank's interest in the Dwelling by any action or isaction. You must keep the Dwelling in
good condition, p pay all g and ofher fiens against the Dwelling, and promplly pay all laxes and assessments ca the Dwelling. You must not sell
or transfer tille 1o the Dwelling without Bank's permission, or vse the Dwelling for any illegal perpose.

Property nsurance. You owst keep the Dwelling fully insured against loss or damage on terms which are acceptable (o Bank fo the extenl permitted by law.
You must carry flood insurance if required by foderal law. You may sbistn preperty suramce or furnish sxisting property msurance from anyssne that s
m&umwbmh-ﬁwuamnum:mmumnm:h-mmm
earrier. You agres to farnish Bank with written evidonoe of such insurance, with Bank named & loss payee and proof of payment of imsorance preminms. If you
ﬁlbun.Mnlymn-mnnchpmM'lmmmmpmmuwwmﬂmuuu,nbjedbmcmhumu
a3 Advances against yoor Line. Yoo assgn to Bank the proceeds from any soch insurance policies up lo the unpaid balance of yoar Line. Bank may spply such
proceeds, memding amy return of and for claims under such policies, to reguce the unpaid balance of your Line. You srevocably
mmmunmwmmmmrmmmmmqmm,mmmmmnmmumwb
receive and siga your name o a0y checks or drafls or related papers oblained from mssrance companies.

Tax DednctibBity. You should consuit a ax advisor reganding the dedactibility of interest and charges on your Line.

Blatements. Bask agrees to mail or deliver to you & moathly ststement for each billing cycie af the end of which there is a batance which is & debit or credit
balance of more than $1 or on which a fimance charge has boen tmposed. The bajance b the som of all ing A {s), fecs, pay other credits,
other charges and debits, and finance charge(s).

Payments. Your psyments will be duc monthily, You may pay the entire unpaid balance of your Line and/or your FRP(s) al any time. You are regeired f0 pay a
minimom payment by the Due Date shown on your sistement equal fo the sum of the Line Minimum Payment aod the FRP Minimum Payment for each FRP in
use

a) Lime Misimresn Paymiemt: The Line Minimom Payment will equal the periodic finance charges that accreed on the outstanding Line
balance during the preceding billing cycic as shown on each monthly statement (lnterest Only Mintmmm Payment).

B) The FRP Mistssn Payment ts: A fited payment amount that i sefficieat 1o pay off the P :
peziodic finance charges for each FRP, i one-hondred 1 the. fit ¥ made_ Any owing
afer onc hundred nmeteen (119) billing cycics will be added to Be pay due. Add on any FRP may be made at any time but
yoo will continuc to be obligated to make the fixed payment for the FRP as joog s say amoont i still owmg on the FRP. The smount of any reduction in
priscipal from 2 payment on ao FRP will become available to you oa your Line once # is posted, until the end of the Draw Period. If your Draw Period is not
rencwed then acoess 1o the Line will not be available auring the Repayment Period.

©) Repayment Periog: The Minimom Payment may not folly repay the principal that is outstanding by the end of the Draw Peroa. 1f your
Draw Period is not rencwod for aa additional serm, during the Repayment Period you may ique to make duicd pay on sny Fixed Rate Partition
pasmnces outstanding at the cad of the Draw Perod antl they are paid i full, Additionslly, sy outstanding line balance and Other Charges will be converted to &
Fixed Rate Partition batance without a Partition Advance foe on the last business day of your Draw Pertod and will be subject 1o finance charges for a Fixed Rate
Partition, and will be required 10 be repaid In oa¢ hoadred twenty (120) equal monthly payments for balances of $5,000 or more; or sty (60) equal monthly
paymenis for palances of less thas $5,000. Any amount will owang afier ooe bondred mncteen (119) billing cycies or after fifty mine (59) billing cycie
respeciivety, will be added to the final mmemum payment due.

Payments will be applied in the following order: First, 1o each FRF on a first in-first out bams foe all uapaid periodic finsnce charges and then lo the FRP's
principal balance in an amonnt necessary Lo amoriize the FRP within is amortization scheduic, thea to all unpaid periodic finance charges on the Line, then to all
Othher Charges, then fo the Line. For and p offer Pay to the Line are appliod on the basw of the lowest rate balance first to
highest rate balence tast. IF thers are no on the Line, overpay are applicd as & prepayment Lo the FRP(s) on a first in-first out basis, Tf there are no
baiances on any FRP or oo the Line, overpayments are credided to the Line and returned wpoo request. In order to maxe additiona partial prepaymeats to an FRP
of to prepay 20 FRF in full withoot paying off your Line, you must cootact Caslomer Service 10 maks umangements 1o do so.

Step Payment Orders. We agree 1o honor & siop payment order agamst 8 Check 'when recewved from you within a reasosable time prior to payment. A siop
‘paymenl order becomes cffective after we bave sctaally roceived the order and bad & reasonsble time 0 process i, and the order will remain in effect for thirteen
months. Our acceptance of a siop payment order aocs not mean that the Cheer has not yet been paid, and we shall have no liability resoiting from the payment of
3 Check before your sop paymenl order becomes effeciive. A slop paymeni order may be remewed for successive penods equal o ks ongioal penod of
effectiveness if we receive a renewal notice prior to the order becoming meffective.

A siop payment order agamst 8 Check most accursiely describe i 43 (o dale, nomber, amonot, and payee, and mast correctly reciie your name and the Account
mumber. Yoo agree that ¥ is current maustry standard to process stop paymend orders.by means of comp Y. A ingty, your failore 1o provide the
exact dentificstion of Account sember and Check aumber in order to identify the Check 10 be slopped will resalt in the being paid if presented, and we will
Dot be Lsble for such payment. Errors m your name or the Account pumber, of maccuracies in the descriplion of the oumber, amoust, Msne dale or payee oo
your writien stop payment order shall refieve us from any Hability for any pay or wroagfal di Any errors on our writien sciknowiedgment (o
you of & siop payment order, must be reporied by you in Writing o our Customer Service Depariment within 10 calendar days of the writlen acknowsedgment
date. 'We sall not be liable for aay payment or dish afler the 10-day period, URICES SITOrS OF MACCUTAcHes Are o reporied 10 us
within the 10-duy period.

Before we will reicase & stop payment order, our Customer Service Department may require the recespt of a writien request, signed by you, requesting the
‘withdrawai of the order,

In the event we recredit the Account for a paid Check, then you hercby assign to ns all rights agamst third parties. You or any joinl account holder may order &
slop payment. You agree thal we will not be obl o you E upon notice of alleged g that i Is your o prove
the fact and amount of damage suffered; &od thal m no case will we be liable for more (han your sctull damage.
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wgnhnmulhhhhtnuauuunﬂmwuwﬁhmnhgmmmnmmhugm You agree to indemnify us and hald 08 narmiess
from any and all expenses incurred or damages suffered by s i honoring a stop payment order.

'romampmmum,mmwm,mmmwwmlnmmm.oﬁoﬂmm.

;:M-tl‘hl.b.Mmm:m&mmmmmhﬂ:mﬂ-ﬁ;hmnmwﬁyum:ﬁlnlﬂhlobl‘gmo'f
Agreement i (hat:

. Ywmmenﬁwwmrﬂmmwmhmwhﬁywum.

*  You do not meet the repayment terms of this Agrecment.

. ?mm.ummammew«mamnmm
tommup«-mbruuscm.mmuwwmmmmm.‘mawmﬁmm&umymm
amammmhmm“mummmfhﬂ!mmm}. Mﬂwmebmmmwa
mndmmmmnmmmmh‘mumﬁmmwmﬁmuﬂmmhp.idhm.

Sespenmon or Redaction of Credit Lime. hummmmmmmﬂmkummmkmbmahl—h'-lobligalhnoﬁhi
Agreement in that:

'I'Iuvamorl’lheDwdljumuywrmw“nmmmhmmmwmwn!mmlh,
MMmmthmummmmwwnhamﬂmmymw:m.

You are in default of 1 matorial obligation under this Agreement.

LRI

Government action preveats the Baok from tmposing the annual ge rate provided for or ampars the Bank's sccursty wilerest such that the vatue of the
interest 3 jess than 120 percent of the Credik Line.
* A regulatory sgeacy bas notified the Bank that Adv would itots ao unsafe O DAsOODd practice.

*  The maximom anoust perceatage raie is reached,
Ifyer'nelnundqlmdywm:mdmmmnwuph“nymmmmm-wmm“bmm
Mdmmmmdmmmmmhmwmﬂwm Baok may remstalc yoor credit privileges when the
conditions keading 1o suspensson are cured 1o Bank's satisfiction. Bank msy reqewe you to request of credi p s when the condith

0 sespenzion or redoction of your Credit Line no longer exist, An onal title

and aqy costy associated with reinstatement will be paid by you where permitted by jaw.

leading
and other may be required io reinstate your Line,

Chamge in Terms. humwm-moﬂinwxqmqmwlsmpmm

*  The mdex and margin nsed for this Line if the original index is 0o oager availsble.

+ A change that you apecifically agree bo.

*  Acnange thit benefits yoo.

*  An insignificant change.

»  Other changes permitted by spplicable law. .
mmmnmwmbmmﬁ(mummuuquuhmmm.

Other Provisions. You shall promptly notify Bank of any change ; ‘which has & aaverse effect on your credit. You will furnish Bank
with financial statements in » form sstisfactory to Baok as Bank may roquest from time to time. &uwmm&:aummwm
time to time, the cost of which will be pald by you where permitied by Iaw.
ln'hiWumﬂh’mn—mm.mdmmmCthmuaamum.mmwmmhmm
scverally Hable for ali Advances and charges on the Line. Any of you may direct Bank to not make further Advances on the Line, sowever, remststement will
oaly be made on the joint request of all of you.

Yoor nghts in your Line may not be assigned. The Mortgage may not be assumed by a subscquest purchascr of the Dwelling. All fees paid to Baak are pot
. refundable,

All of Bank's rights under this Agreement are valid o the extent p d by appli law. Hitw for any reasoa that any pant of this Agreemeat is
m«w,ﬁmmmmmwwmnmmmmwwmwmurumﬂu
uncaforcesble part were not there.

Bank may delay exercising any of its rights under this Agrecment withoot losing them. We may sccept lakc payments or partiel payments without losiag amy of
our rights. me“ll-muhﬁm‘MhM'wsﬂtmm-ﬂmmmwNﬂum},mmM
Brecksrille, Ohio 44141, Locaior Ne. 7107. Hympm&mhmmdﬁu.wmmmwwﬂmhﬂ;qofmm

Yonwmm|umlmwhw.mmm'lmuhgmuumwmwnuuhm. Therefore, this Agrecment

and yoor use of the Line, Credil Line, ana Checks, stall be g by and n wilh (a) Federal laws and reguistioos mciodiog but ot
Ihmbll'l'.mIﬂﬂa)hmd&b.hmmmbhnmuwwmhwmMVaniwewﬁﬁdhw
principles.

The asnual IRS Form 1098 will be mssed onty (0 the first borrower listed oa this A al origination and the of a as first cannot be
changed sobscquently,

An etectroaic or optically inaged of this Ag or any other retated 10 yoor Loan constitutes an origmal docament and muy be relicd

mhﬂ&dpﬂhuhméﬂuum&

Yoo can change any term of this Agrocment caly 1o a writiag signed by us.
From time o time, we may offer you special raies for bataace transfer or or offers ca your Line, If we do, we will sdvise
mummmmmmmmmmmmm.mmmwnwhmmamuwhamqwmm,
and other terms of the special rate offer. Any special rate offer will be subject (o the terms of the offer and this Agreement.

Except as otherwise prokilited by law, Bank may provide to others, mcinding but not Emited to, credit reporting L about
our - With you. Alss, Bunk snd its affilates (collectively "National City") may shars with cach otier all information sbest you
for the purposes, smong othir things, of evalusting credit applh or sffermg products amd pecvices that National City believes may be of interest ts
you. Mhr&m%mMammﬂw&nwhmnmm”‘mni—-ﬁinﬂ

Corp , A i Offlee of C Privacy, P.O. Box 4068, Kalsmazes, MI 45089, You mwst incinds
Four mame, address, Line (account) mauber and social security nember.

You agree that you and Bank bave an i business hip, and waicss oth b ‘b;m,mﬂdmuchltywywwmm
eroducts and services that Natiosal City thinks may be of interest io you. Mmm“mmkh,-mdwmmymmwhmw
dialh\;mnmm;uevbeorvyM.miwmmdmmmunmmmwumwnywmmmm

In this Agroement. e teom “affiiates™ means curreat and futare affiliates of Bank, mending, bu not limited o, the following National City

Corporshon subsidiaries: Mational City Bank of Indiana, N; | City Bank of Michigan/Tilinow, N City Bank of Pennsylvania, National
City Bank of Southern Indiana, Nationai City Home Loan Services, Inc., First Franklin Fi Corp Nata City Bank of Kentucky,
M_ld.ilmBﬂlﬂiTmn" pany, N | City Mortgage Co. and Mati City M Services Co.
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You are bereby motifled that a negative credit report Toflecting om your credit record may be ““h'-i (credif) reporting sgency i you fall
to fuifill the terms of your credit obligations. umnﬁmunmmmmuumuhu-mw“mm
1--Mmqummuhmww-dmmmmmw.hmwm
uwm.?.awmm“mmn,M‘Mhmmﬂm.

NOTICES. mmmw;mwmmwmmmmmuu&c.mummmmwm.m
the choice of law provision set forth hervin (with respect to which Bank expressty reacrves all rights). You scknowiedge receipt of the followmg notices before
becoming obligated:

Tf the Dwelling s located im California: Lender may, at s option, deciare the catire bajance of the Secored Debt to be immediately due and payable spon the
crestion of, or contract for the crestion of, amy lien, encumbrance, transfor or sake of the Property.

I the Dwelling 3 located im Calorade: If your payments are recerved afler the due date, even if recetved before the date a iste for applies, yoo may owe
. additional and subwtantial moacy at the end of the credit trasaction and there may be little or no reduction of principal. This 13 due to the sccreal of daily interest
untll 8 payment s received. s

If the dwelling is located fm Connecticst: Yoor mitisl Draw Perod will be 9 years 10 months and cansct be renewed for additional draw perods.

If the Dwelling s located i Florida: FLORIDA DOCUMENTARY STAMP TAX IN THE AMOUNT REQUIRED BY LAW HAS BEEN PAID OR WILL BE
PAID DIRBCTLY TO THE DEPARTMENT OF REVENUE, AND FLORIDA DOCUMENTARY STAMPS HAVE BEEN FLACED ON THE TAXABLE
INSTRUMENTS AS REQUIRED BY CHAPTER 201, FLORIDA STATUTES.

If fhe Dwelling 15 locaiod im Marylsnd: wsamsuuile.n.mmmmmwdmu«mwumm«m
Annotsied Code of Maryland.

T the Dwelling is located i himnessta: Rhmﬂﬁmhslm,MHm.wddum.Mlm.ol.

If the Dwelling is located in Mi Oral agr nts or 'y ts to loan money, extend credit or to forbear from enforcing

pay t of a debt including promises to extend or remew such debt are not enforceable. To protect you (borrower(s)) and
s(ﬁm)mmmuwu,wwmmmmmmmdh
this writing, which is the complete and exclusive of the agr b us, except as we may later agree in
writing to modify it.

If te Dwelling i located m New York: YOU SHOULD CHECK WITH YOUR LEGAL ADVISOR AND WITH OTHER
MORTGAGE LIEN HOLDERS AS TO WHETHER ANY PRIOR LIENS CONTAIN ACCELERATION CLAUSES
WHICH WOULD BE ACTIVATED BY A JUNIOR. ENCUMBRANCE.

DEFAULT IN THE PAYMENT OF THIS LOAN AGREEMENT MAY RESULT IN THE LOSS OF THE PROPERTY
SECURING THE LOAN. UNDER FEDERAL LAW, YOU MAY HAVE THE RIGHT TO CANCEL THIS AGREEMENT.
IF YOU HAVE THIS RIGHT, THE CREDITOR IS REQUIRED TO PROVIDE YOU WITH A SEPARATE WRITTEN
NOTICE SPECIFYING THE CIRCUMSTANCES AND TIMES UNDER WHICH YOU CAN EXERCISE THIS RIGHT.

Jf the Dyvelling is located fn Notth Deketa: THIS OBLIGATION MAY BE THE BASIS FOR A PERSONAL ACTION AGAINST
THE PROMISOR OR PROMISORS IN ADDITION TO OTHER REMEDIES ALLOWED BY LAW.

If the dwelling is lecaled in Orsgon: NOTICE TO THE BORROWER: Do not sign this loan agreement before you read it. The
MWMFMIwhmwlMImwﬂlw:wﬁemwwh&umﬂMfw
repayment [n the loan agreement. :

If the Dwelling 1 lecated fn Vermont: NOTICE TO CO-SIGNER: YOUR SIGNATURE ON THIS NOTE MEANS THAT YOU
ARE EQUALLY LIABLE FOR REPAYMENT OF THIS LOAN. IF THE BORROWER DOES NOT PAY, THE LENDER
HAS A LEGAL RIGHT TO COLLECT FROM YOU.

COPY RECEIVED. You agree to be logally bound to all provisions of this A Yoo dge receipl of a completed copy of this Ags
di o garding your rights o dispute billing crvars (“Your Billing Rights”).

m Acbk Ree

TTPE OR PRINT NAME : SIGNATURE
] X

TYPE OR PRINT NAME SIGNATURE
b 4

TYPE OR PRINT NAME SIGNATURE

ERA-MULTIV1_4

RR-Y
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_____ i S i .
. s
National City»
Daie 1/03/2005
e itial Ad 1]
1. Check one:
¥ Yes! 1have roquestsd an initial advance Exquity Reserve Line of Credit in the amouns
of§ *ﬂm’m#’m.rjg?a,w
FOR. TEXAS FRIMARY IDENCE BRTIES: The munimuym advance amount is
$4,000

03 Mo, I'll wait for my convenience ehacks to arrive. T undenstand and agree that T will not have
a access o fonds from my Bauity Reserve line of credit natil my convenience checks arrive.

2. B

H el Yot Coman e o hotl npitons bhelow ) requaested.
If option is completed, the initial advance will be applied 25 a regular line advance.

0 Appiy 8 of the advance as a regular Line advance.

O Appiy § of the advance a5 3 Fixed Rate Partition (FRF) advance

(umizoum $5,000.00). FRP advances bave a fixed rate and fixed payments for 120 months,
MNote, ulisopﬁonresuksmhigmmomhlypaymmanamgularumadm.)

o— b o< X~
Type or Primt Name ignatore

Type or Print Name Signatuce
X

Type or Print Name Signature
X

Type or Print Name Signatre

IMPORTANT! IF THE AMOUNT OF THE INITIAL ADVANCE
CHANGES, THE AMOUNTS ABOVE MUST BE REVISED AND
INITIALED BY THE BORROWER’S. THE REVISION MUST BE FAXED
TO THE NATIONAL CITY CLOSER, ALLONG WITH THE REVISED
SETTLEMENT STATEMENT;

ADVANG @G04 %2'\:
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- — . :
MORT .G :20KERAGE BUSINESS C( TR..

(nereinafier catled B ) employ

i fter calied Business) to oblawy » gage loan ¢ Ch fee calledt Conmumutment) within days from
the dale hecsof and ackmowledgres that B cannot make 10ans or its or inte specific programs,
tetint or conditions of any Joan, However, Business Ay ssie & Fate lock-1n or commitment on behalf of & Jender 10 the Bormower.
L PROPERTY:

Address:

Borrower's estumales of fair market valus: §
Bormmowsr's estimates of the balances on wny existing morigage loan: §

II. TERMS OF LOAN APPLICATION: '

Loen Amount: § 176,000 Interest Ratc, 6500 % Loan Term/Due Ii: 360 maonths { 366 months
Monthly Peyment: § s

Leoan Type: [¥]First Mortgage [ Second/runior Mortgage

L MORTGAGE BROKERAGE FEE

Business, in consideration of the Borrower's agreement Lo Py A mortgege brokerage foe mlong with sctual costs imcurred In commection
with this loan, agrees to oxert its best efforts Io obtain & bona fide gage loan i in with the tams {or better
tenns) and conditions sct forth heven. The Business and its associabes or emptoyess shall be held harmiess from any liability resulting
from faillure to obtain said lean commitment. Borrower herelby agrees 1o pay ihe actus) costs as estmared nerean and Bomower
wgrees 10 pay Business o mortgnge brokerege for of § for sbianing the commitment. Additionally, Borrower
acknowledges thit Business may. receive additions) compensation from Lender based on the MoTgage progran and terms Bormower has
engaged Business to obtain in securing the mnt that B will receive & sum in range of *ato %
of the 1otal loen This edditi ion, the exact of which will be discioscd at the time of claung, 15 part of
the total brokerage fee due B In no event will the brokerags fee, additional. compensation ingiuded, exceed the maximum fee
permitted by the applicable state law. .

1V, APPLICATION FEE

An applicatton fee 1s charged for the initia! cost of processing, verifying and preparing your Joan package to submit to 3 Jender for
commitiacnt, and will be creditod agamst the amount the Borrower owes if closing ocowrs, This foc i L]Refundable C I Non-
refundsble [ ] Applicable to your closing costs at the time of te sstlement of your loan, Busintss scknowledges the receipt of

s &S an Application Fee.
V. DEPOSIT
. Business acknowledge the deposit of § : Mllbeuswwmmeminwmbymmmm.wwthwwmon

bemlfofBomw«.1.0paymmwmmme!mcommﬁmmiwbymﬂmﬁ:
items listed on Good Fajth B e £y ".,evenifmemoﬂsngelomcwnmjlmentlsnotmuimlnthemtof
deMtby!thorrwa,Businmis:monmwirn:mdiuu.lydishuneﬁomlhedewsilallsunuumdueﬂusmmmmylhirdnmy,
The disbursement 13 ot & waiver of any other sums due Busmess by Bomrower, s more fully enumenstad herein. Maney retuned by
Bugziness as the deposit shall be retuned 10 the Bomowes, within 60 days of disposition of the loan, in scordance with the following:
[a} the wﬁmfmmmmmmexwd:dmmwfbﬂned.
(b)uwmmforwﬁimmemoneyuaxpcmmmperfombmﬂmummmﬂmwﬂdhnﬁdu

ketags feo but this  not obla
YL SERVICES TO BE PROYIDED BY MORTZAGE BROKERAGE BUSINESS
lnoonsidq-auonforﬁwimmiqgmfoe,thescrvioeswbepmvidedhy“ iness are: bling infe to, compiling files ana
ing <redit licarion for borrower(s), mg the sppli fils including verifying of information received and
ordering vender reports, preparing and submitting the completed file for conditional loan commitrment between borrower(s) and kendsx,
and wny Incid SETVIONS ¥ 12 abiam ling cotingy, meil, phot and telephone todt charges,

____*%_
Yo

Applicant
.ayxm-m.nmmm:

RR. L
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TRUTH-L i JING DISCLOSURE STA I T
(THIS IS NEITHER A CONTRACT NOR A COMMITMENT TO LEND)

Applicants: Prepared By:

Property Address:

Application No: Date Prepared: 11/09/2004
ANNUAL PERCENTAGE FINANCE AMOUNT TOTAL OF
RATE CHARGE FINANCED PAYMENTS
The cost of your credit as a yearty The dollar amount the credit will § The amount of credit provided to | The amount you will have paid
rate cost you You or on your behalf after making all payments as

scheduled
5.640 % $ 185,387.62 s 172.320.00 5 357,707.82

[ REQUIRED DEPOSIT: ‘The annual percentage rate does not take into your required deposit

AYMENTS:

payment schedule

Y ll T l L_ d&.ﬂ c:C(,‘_EL'\ €

[C] DEMAND FEATURE: This obligation has a demand feature,
[ VARIABLE RATE FEATURE: This loan contains s vanable rate feature. A variable rate disclosure has been provided earlier.

CREDIT LIFE/CREDIT DISABILITY: Credit life insurance and credit disability insurance are not required to obtain credit,
and will not be provided unless you sign and agree to pay the additional cost.

[Type Premam Sigeatire
Credit Life 1 want credit |ife insurance. Signature:
Credit Disability 1 want credit disability insurance. Sigy
Credit Life and Disability I want credit life and disability insurance. Signature:

INSURANCE: The following insurance 15 required to oblain credit:
[ Crodit lifo insurance [] Credit disability [ Property insucance ] Flood insurance

You may obtan the ANYODe you wani that is acceptable to creditor

[ if you purchase property [ flood mnsurance credil will $ for a one year torm.

SEcuRITY: vwmgw.mmﬂ%_
[ The goods or property being purchases property you aiready own.

FILING FEES: $ _

LATE CHARGE: If a payment s more than | azys lats, you will be chaged S % of the payment
PREPAYMENT: If you pay off earty, you '

[ may @w have to pay & penaity.

may will not  be entitled to a refund of part of the finance charge.
ASSUMPTION: Someone buying your property "
O may [ may, subject to conditions [y not  assume the remander of your koan on the original ferms.
Sec your contract o for any addith fi about nonpay default, any 10 full before the scheduled date
and refunds and i
* means an estunate [] sll dates and numencal disclosures except the Iate di are

"m:mrmmmmumamnmhumwhﬂmmwmh).mmmhpm‘l‘mwhnmu.

RECEIVING A COMPLETED COPY OF THIS DISCLOSURE.
g Rt ke

(Applicant)  (Date)

THE UNDERS

(Applicant)  (Datc)

(Applican) _ (Date) ' (Applicant)  (Date)

BR -1

Calyx Form - SLhp (02195)
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