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The Board wishes to commend this Committee for considering
this very complex consumer issue, and wants to affirm its wholehearted
support for simplification of the Truth in Lending Act. Furthermore, the
Board commends the sponsors of S. 1213, S. 1653 and S. 1501 and endorses
in principle the simplification aspects of those measures. Certain fea-
tures in these bills would implement some of the earlier recommendations
from the Board. I will be commenting on the specifics of those proposals
later on in this testimony.

Simplification has several dimensions. To some people, it means
a reduction in the number of disclosures, or the combining of many items of
information into a few. To others, it means a reduction in a creditor's
exposure Lo civil liability. To still others, it means a reduction in
the number of court decisions and administrative interpretations of the
statute. To many consumers, it means an easier to read, more usable
Truth in Lending statement.

The Board has been working on simplification for some time. In
order to attack the problem at a fundamental level, however, the Board
retained several outside consultants to work with the staff and the Board
on how the statute might be revised in order to remedy some of the complex-
ities that have become evident in the closed end provisions of the Act.

With me today as consultants to the Board are Professor Jonathan
Landers of the University of Illinois School of Law, an acknowledged
expert in Truth in Lending; Professor Ralph Rohner of the Columbus School
of Law of The Catholic University of America, who recently completed a

term as counsel to your subcommittee; and Professor Steven Permut of the
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School of Organization and Management of Yale University who has special-
ized in how consumers process and use information., They are available
should you have questions.

The initial product of the task force's efforts on Truth in
Lending simplification was a comprehensive draft statute raising several
different issues and approaches to simplification., That draft has been
considered and commented upon by the Board's Consumer Advisory Council,
other Truth in Lending regulatory agencies, and interested members of the
public. I am happy to submit this draft bill, and an explanatory memo-
randum, as attachments to this testimony.

The basic thrust of the Board's proposal is to improve the
delivery of information to the consumer, emphasize the most significant dis-
closures, and clear up ambiguities and uncertainties. Thus, our draft bill
reduces required disclosures to: (1) the identity of the creditor; (2) the
amount financed; (3) the total finance charge; (4) the annual percentage
rate; (5) the schedule of payments; (6) the total of payments; and (7) in
the case of credit sales, the total sales price including any downpayment.

In addition, the Board recommends that certain important terms
continue to be disclosed--terms which are less directly related to cost
and credit shopping, and more related to the consumer's rights on default
or prepayment. The Board recommends that a summary statement with respect
to late payment charges, security interests and prepayment penalties or
rebates be made along with a reference to the actual contract for details.
There is no question that these are important terms and that the consumer

should be aware of them. However, a complete disclosure describing these
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these terms in utter detail is lengthy, legalistic, and of doubtful

value in that form. On the other hand, any summary of the terms can be

insufficiently informative. As a middle position, the Board recommends
requiring a brief summary of certain terms plus a cross-reference to the
contract for further details. Under our proposal the consumer would
know, for example, that there may be a rebate of finance charges on
refinancing. For a fuller explanation of when such a rebate will arise
and how it is computed, the customer would need to review the terms of
the contract. Similar short-form disclosures would be used for security
interests and for late payments, and there would be a general reference
to the contract for provisions dealing with the consequences of default.

I want Lo emphasize that the Board is not recommending that
important information now being given be taken away from the¢ consumer.
Instead, we believe that clarity is better served if only the most impor-
tant terms are emphasized on the disclosure statement. The rest will be
in the contract, just as they are now. In making these recommendations
to reduce disclosures, we are quite aware that reasonable persons may
have difterent opinions on how much information is important enough to
be retained on the disclosure statement. We believe that reaching a
consensus on this question is the most critical step toward Truth in
Lending simplification.

The Board would like to endorse proposed provisions directing
the issuance of model forms. To the extent that the number of disclo-
sures is limited and the term disclosures summarized, the Board is con-

fident that it can fulfill these statutory mandates. lowever, if a
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complete explanation of particular contract terms is required, drafting
model forms becomes complicated and perhaps fruitless because provisions
may vary from transaction to transaction and from State to State. The
prepayment provision in Attachment A is an example of how complicated a
detailed disclosure may be.

S. 1312 and S. 1501 would retain the basic disclosure
requirements of present law, but limit the penalties to certain important
disclosures. The Board supports this approach. But in our opinion, the
total present disclosure requirements are simply too extensive to permit
effective use by the vast majority of consumers. This view is based in
part upon Professor Permut's advice that the¢ mass of information now pro-
vided may produce a kind of "information overload" that overpowers many
consumers and renders the entire disclosure statement a forbidding and
incomprehensible document. Indeed, behavioral research suggests that
when confronted with more than a few "bits" of information, consumers
cease to read or retain any of the material offered.

Exhibits A and B attached offer some graphic evidence of what I
am talking about. Exhibit A is part of a combination contract~disclosure
statement currently in use in Maryland. The required Truth in Lending dis-
closures are boxed, and you can see how they produce a long and cluttered
form. Exhibit b is a form designed by a trade association of small cred-
itors. It is a general purpose form for both loans and credit sales, and
consists exclusively of Truth in Lending disclosures. Looking at these
forms, it is hard to avoid the impression of information overload. There

is more information than most consumers can digest. By reducing the
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number of items of information cisclosed as under the Board's proposal,
the important ones will receive a greater empnasis and there will be a
greater likelihood of affecling consumer pehavior. Statec another way,
if consumers' attention is focused on essential information, it is more
likely that they will use it to become more aware of credit costs and in
time, through experience, to shcp more wisely for credit.

Not only does the Board bel:eve that the effectiveness of Truth
in Lending will be increased by iimiling the number of items disclosed,
but, in addition, it recommends two changes in how the information is
delivered. Under the existing law creditors are allowed to integrate the
disclosure statement with the terms of the note and security agreement.
As evidenced in Exhibit A, this makes Lue disclosed items difficult to
find and understand. Instead of allowing this integration, the Board
recommends that the disclosure be made either on a separate piece of
paper with no other information, or on the contract, but in a way which
clearly identifies the disclosures and segregates them from the cther
information.

we would also recommend that the items to be disclosed contain
brief explanations in everyday language. ixhibit C is an example of now
the principal cost terms might be described. Although these explanations
add to the length of the disclosure statement, the voard believes that
tne benefils derived from these simple explanations, particularly by less
sophisticated consumers, outweigh the ccsts involved in adding informa-

tion to the disclosure statement.
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In summary, the Board believes that by reducing the number
of items emphasized, improving the manner in which the information is
delivered, and explaining in everyday language the meaning of the terms,
the effectiveness of the Act could be substantially improved.

Another major issue raised in our draft bill is the treatment
of credit insurance--an issue that has been controversial since the
inception of Truth in Lending. The general rule of the Act is that all
charges wnich are incident to or a condition of the extension of credit
are finance charges. On the one hand, credit insurance would not exist
but for the credit transaction. On the other hand, such insurance is a
product separate from the credit with a separate price. Under the exist-
ing law, credit insurance is excluded from the finance charge only if it
is voluntary and the consumer elects to purchase such insurance after the
additional cost has been disclosed. There has been some concern that, at
least in some markets, credit insurance has been forced upon unwilling
consumers. Although it has been suggested that insurance be a part of
the finance charge in all cases, the Board believes that this would lead
Lo compulsory insurance in some markets and would complicate shopping for
credit between transactions in which insurance is offered and transac-
tions in which it is not offered. Therefore, the board recommends that
the voluntary nature of the insurance purchase be buttressed further by
requiring that the creditor give the consumer 30 days to cancel the
insurance, if the premiums are to be excluded from the finance charge.

lhe Board nas several recommendations witih respect to real

estale credit. In purchase money situations, tne Board recommends early
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disclosure of Truth in Lending information, at the same time and along
with the estimale of closing costs required by the Real Estate Settlement
Procedures Act. We believe that consuners would be better served by
receiving estimates of credit costs at an early point in the negotiations,
while the consumer still has an e¢ffective option to shop for credit. Pur-
chasing a home is the transaction in which a consumer is most likely to
shop from creditor to creditor for the best financing. Truth in Lending
should encourage such oehavior.

The Board recommends that the general rule on what charges must
be included in the finance charge be applied to real estate. This means
eliminating some special exceptions in the present law. Such exceptions
now permit certain charges which are analytically part of tne cost of
credit to be excluded from the finance charge--such as credit investiga-
tion fees, appraisal fees, creditor title insurance, and other costs
associated with the mortgage. We believe that in addition to cleaning
up the disclosure statement, siwplificalion is best acnieved by doing
away with as many special rules and exceptions as possible. If the cost
is one that wouid nolt be incurred by a prudent cash buyer, it should be
part of the finance charge and the annual percentage rate.

The Board also believes that rezl estate creditors should be
required to disclose the total finance cunarge and Lne total of pavments
as is done in all other consumer credit transaclions. These exceplions
were originally permitted for real e¢stale creditors because of concern
that consumers would be discouragea from purchasing nomes if tcid 1ow much

Lthe credit would cost over tite ftuil term o: Lie mortgage. Certain States
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do require that these items be disclosed in real estate transactions,
and we know of no evidence from them which indicates that consumers are
frightened away by this information. The value of these disclosures is
that a consumer's ability to assess the dollar difference between dif-
ferent annual percentage rates is improved. A 1/4% difference in the
Annual Percentage Rate will take on greater significance when the dollar
difference it makes over the life of the loan is disclosed.

Finally, with respect to real estate, the Board recommends
disclosure whether a loan may be assumed on the original terms and condi-
tions and disclosure if there may be a prepayment penalty. Since most
real estate loans are paid off before maturity of the loan, the right of
a subsequent purchaser to assume the loan and the existence of a prepay-
ment penalty are matters for which a consumer might wisely shop.

The Board is concerned with rescission rights which are
exercised long after a proper rescission notice has been given. Present
law permite this when there has been a technical error in the disclosure
statement. The Board would recommend that the rescission right terminate
three days after the creditor furnishes notice of the right and a Truth
in Lending disclosure statement accurate in its Annual Percentage Rate
which discloses the existence of a security interest in the consumer's
home, and is otherwise completed in good faith.

One issue that has spawned extensive litigation is who must
make the disclosures if there is more than one creditor in the transac-

tion. The Board recommends that only one disclosure statement be required
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the obligation is made payable on its face. This provides a simple
mechanical rule for creditors to follow and should insure that consumers
get the required disclosures.

As I have noted, our draft bill and this summary of the Board's
recommendat ions for simplifying Truth in Lending apply primarily to closed
end credit transactions. The Board expects Lo turn its attention shortly
to the area of open end credit. We will report promptly to this Committee
on the results of our efforts when completed.

Now I would like to discuss some specific aspects of the three
bills already before the Committee.

S. 1653 is directed principally at strengthening the authority
of the Federal Trade Commission, which is responsible for Truth in Lend-
ing supervision of over a million creditors, to enforce the Act. The
Board believes it is particulariy desirable to strengthen the powers of
administrative agencies in the light of proposals to iimit consumer
actions for redress to the substantive disclosures and to leave enforce-
meal of the balance of the Act to the administrative agencies. S. 1653
also gives Lhoughtful attention tc clarifying certain difficult areas
involving assignee liability and the¢ consumer's right to rescission. Tne
Board agrees that these questions deserve careful reconsideration in con-
nection with this major review of Truth in Lending.

The Board is pleasea to see that both S. 1312 and S. 1501
incorporate many of the simplification recommendations wade previously by

the Board. Briefly, botn bills, as well as the board's draft bill, would:
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1. Eliminate those sections of the Act which permit
the use of the comparative index of credit costs.

2. Eliminate the right of rescission in the sale of
vacant lots-—transactions often subject to the Interstate
Land Sales Disclosure Act.

3. Permit a single annual report by the Board to
Congress for the Truth in Lending, Equal Credit Opportunity,
and Federal Trade Commission Improvement Acts.

4. Eliminate the requirement that certain charges
listed in section 106(d) be itemized in order to exclude
them from the finance charge. The Board's proposal goes
further by including credit-related costs, such as filing
fees and nonfiling insurance premiums, in the finance charge
in all cases, while eliminating any charges payable in both
cash and credit transactions from the finance charge, regard-
less of itemization.

Both bills, and the Board's draft, exempt agricultural credit
from the Act's coverage. The Board believes that the inclusion of agri-
cultural credit under Truth in Lending has caused complexity in the dis-
closure requirements and difficulties for creditors in making disclosures.

In connection with the exemption for agricultural credit trans-
actions, section 2(c) of S. 1501 would exempt from the Act's coverage
"credit transactions of borrower-owned Federal instrumentalities which
extend credit under the supervision of an agent of the United States."

The suggested purpose of this section is to exempt Farm Credit System
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loans. The Board believes that the exemption for agricultural transac-
tions should provide the necessary relief to agricultural lenders. A
general exemption for certain types of creditors from the disclosure
requirements is neither warranted nor equitable. Consumer loans to
farmers for nonagricultural purposes should be subject to the Act,
regardless of the type of creditor granting that loan. Furthermore,
the Board is concerned that the broad sweep of the exemption as written
may well exempt credit unions from coverage as well.

Both bills would amend the Act's current provisions regarding
the disclosure of the type of security interest taken and an identifica-
tion of the property taken as security. The Board's draft also would
eliminate disclosure of the type of security interest, but would require
identification only of collateral which was not the subject of the
transaction.

The Board believes that the bank enforcement agencies now have
ample powers to perform their responsibilities under the statute includ-
ing requiring restitution of overcharges, notification of consumers,
public exposure of violaLions, and cease and desist power over repeated
offenses. Furthermore, the Board feels that selective application of
these powers to individual violations is preferable Lo the requirements
proposed in S. 1312.

S. 1312 would eliminate the requirement to disclose monetary
charges payable upon default but would retain the disclosure for late
payment charges. 7This is essentially the same provision as recommended

by the Board in 1976 and contained in the Board's draft. Contrary to the
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provisions in $. 1501 which would remove the disclosure requirement,
the Board believes this late payment charge disclosure is an important
one and should be continued.

Section 15 of S. 1501 would substantially amend the Act's
provisions regarding its relationship to State laws. The general impact
would be to expand the Act's preemptive effect. The Board supports the
thrust of this provision which responds to some of the concerns I com-
mented on in testimony before the Consumer Affairs Subcommittee of the
House Committee on Banking, Housing and Urban Affairs on February 9, 1977.
We are concerned, however, that the provisions of subparagraphs (2) and
(3) may be so sweeping as to preempt all State laws regarding consumer
credit, including laws which regulate interest rates and the terms of
credit transactions. In considering this issue, Congress should bear in
mind that the appropriate degree of preemption of State law is related
to the amount of information that will be required to be disclosed.

The board supports the broad objective of helping consumers to
develop their credit shopping skills. But it strongly questions whether
a massive survey of the scope contemplated in S. 1312 would best meet that
objective. The exclusive focus on annual percentage rates, for example,
tends to de-emphasize other important credit information. On the other
hand, the intended coverage of all loan categories at all creditors--
even if only in large SMSAs--seems overly broad. Though limited to one
substantive credit term (annual percentage rate), the survey could still
prove so formidable in the volume of its numerical cdata that it would

produce its own "information overload." <Coupled with the delays
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inevitable in assembling, editing, publishing and disseminating the
information required by the bill, the end product could be of very
limited use to most consumers engaged in shopping for credit.

The magnitude of the semiannual survey proposed in the bill
raises additional issues. One would be the difficulty of identifying
such creditors. Obviously, commercial banks and finance companies would
be surveyed. Not only would hundreds of thousands of retail outlets be
involved, but retailers may have credit arrangements with more than one
lender. That could mean that more than one possible rate per loan type
would have to be disclosed for certain retailers.

Even if retailers were to be excluded, scores of banks,
finance companies, credit unions, and savings and loans would be covered
in a large SMSA. For example, Chicago includes approximately 1800, Dallas,
over 600, New York, over 800, and Milwaukee, more than 300. These figures
do not include branch offices.

Not only would many creditors be involved in each area, but the
bill also specifies that all types of loans, excluding open end credit,
be surveyed. As many as 25 possible loan types may prevail at some insti-
tutions, and at least 10 at most creditors. If the proposed survey were
to distinguish among loans of the same type but differing by maturity or
downpayment requirements, the volume of published data would be still
more cumbersome. And while 75 SMSAs would now be covered, no information
would be available for residents of smaller localities, where nearly half

of our total population lives.
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The reduction of the Act's restrictions on credit advertising,
proposed by the bills, is intended to encourage the greater use of this
method to inform the public of comparative costs. Advertising is more
effective than any surveys in that it is usually directly related to the
product or service which is the primary object of the consumer's buying
interest and reflects current credit cost information.

We are sympathetic to the cost burdens of creditors which
section 6 of S. 1501 seeks to reduce. At times, we have considered delay-
ing regulatory changes so that they could be bunched. However, most of
the changes promulgated up to now have been either in response to court
decisions or to creditor requests. If legislative emphasis is needed, a
requirement that the Board give consideration to creditor costs as well
as consumer benefits would be preferable to the mandated delay in changes.

Section 7 of S. 1501 contains several provisions relating to
the right of rescission in certain credit transactions. The first would
extend from 10 to 20 days the time frame in which creditors must return
to customers property received in the transactions and terminale security
interests. It would also extend to 20 days the time Lhe creditor has to
take possession of properly tendered by the customer in a rescinded trans-
action. While the Board has no particular information indicating that the
10-day period is not sufficient, it would not oppose¢ an extension to 20
days.

More importantly, however, the Act would be¢ amended to provide
that, wilth respect to transactions rescinded after the third business day,

the customer could not rescind the transaction unless the customer also
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tenders the property, principal amount of the loan, or other consid-
eration received from the creditor. Currently, the Act requires the
creditor, within 10 days of receipt of notification of rescission, to
cancel any lien and to return to the customer any money or property
received from the customer. Once tne creditor has performed, the cust-
omer must then tender to the creditor the property it has received as
part of the transaction. Requiring the customer to tender the property
before the creditor acts could seriously inhibit any customer from
rescinding.

A third major rescission provision is to provide a definition
of "material disclosures" as applicable to certain disclosures. The Board
has addressed this same issue in its draft, providing that the rescission
information and annual percentage rate must be stated accurately and that
the other elements of the disclosure must be completed in good faith.

Section 8 of S. 1501 would eliminate the requirement of
section 126 of the Act that creditors who choose to send periodic billing
statements in connection with credit other than open end include certain
disclosures on those billing statements. Since Lhere are no requirements
that creditors send such periodic statements, it does not seem necessary
to impose requirements on those creditors who do. The Board supports
this deletion.

Section 9(c) of 8. 1501 would permit creditors to send the
notice of fair credit billing rights to customers annually rather than
semiannually as is currently required. <Tne Board believes tnat an annual

notice is sufficient and supports Lhis relaxation.
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The Board concurs that the type of tolerance in long-term
credit proposed in section 10(d) and (e) of 8. 1501 would aid in the
administrative aspects of this type of credit.

Section 13 of S. 1501 changes the advertising provisions of
the current Act to permit the advertising of the periodic rate and the
annual percentage rate alone in open end credit, without including other
credit terms. In closed end credit advertising, section 13 would elim-
inate the requirement that the cash price or the amount of the loan and
the downpayment must be disclosed if specific terms are mentioned in the
advertisement. The Board would support the concept of limiting restric-
tions on advertising of terms, but thinks that a final resolution should
await a decision on possible changes in the disclosure requirements.
Because of the multitude of ways of computing the finance charges in open
end credit accounts, the annual percentage rate standing alone is not a
meaningful disclosure and, in fact, may be misleading in some cases.

1 am attaching to this testimony a technical analysis of the
open end and advertising provisions of three bills that have been intro-

duced, as well as some technical comments on these bills.
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Exhibit A

AEAD ALL INSTRUCTIONS BEFORE USING THIS DOCUMENTY
1. The while page when completed shou!d be detiverea to Union Trust Company of Maryland: the yeitfow page must be compleied. signed by you

ed 10 the

betnre 1IN0 custzmer s ans any Other pages. the pink page 1s to be retaned in your files.

2. Il the customer cesires CAEDIT LIFE and/nr ACC!DENT AND MEALTH INSURANCE. pieasc have the customer gaio, sgn end indicate such

choice before any other signalures are athacd to the white page.

3. TYPE OR PRINT FIRMLY, USE BLACK INK ONLY. you are making several copies, all of which must be clear and tegidle.

4. The while page requires ONIGINAL INK SIGNATURES.

SECURITY AGREEMENT
(CONDITIGNAL SALES AGRECMENT)
SALE. Subject 10 a purchase meney secur.'y interest he-oby granted by duyer o Sclier. Seller hereby sells and the Buyer (mcamng the under.
signed Buyer and Co-buyer {if any) |Dint'y and severd'.y) heteby purcnase on a deferred piyment price basis. upon the terms and conditions set

pith Delow and uypon tire reverse 5132 hereol. the propert
¥ UR . BUYBr Nerg o) 5 10 O0NIAf 3 pUrCRUsC
sre fully paid in cash.

cney s

secunty interest in the prcceeas of any nsurance Covern the goods to the extent cf the unpaid balance due hereundes.
Selter or Assignee may set-olff and apply 1o any payment due hereunder ali momes, bank or other deposits or credits of Buyer in 1is possession.

BUYER and ADDRESS (:nciude Cily or Ccunty of resicence of individual

sctual place of business lor corporation. partiershp, or sole proprietor):
—

described below. herein coliectivel
"y i
It the Guaranty on Ihe reverse s.%¢ 18 completed. sucn Guaran'y ccnstiiu'es a secunty. Buyer also hereby grants to Seier 3

ca:led (e 'goods .
n P Joacs d U oU du8 der

In the event ol defauit,

a4 A

SELLER:

ADORESS:

CITY, COUNTY, STATE:

ASSIGNEE OF SELLER: Unicn Trust Company of Marytand, 210 Gulf

GOOCDS: The “goods”
to or used n connection with the property:

referred o above inc: the following property and all accessories. appiiances, equipment and paris now or

Bal e, Maryland 21202

Type ot Goods (Auto, etc.) New or Used Make CyL Mogel Year Senal No.
CHECK ALL ™ RADIO | AUTO [POWER ~ 'POWER [T1POWER POWER AR OESCRIBE
SPEC. EQUIP. - TRANS. “— STEERING —- BRAKES “— WINCOWS SEATS -~ CONDITION. OTHER

Ouyer represents that the purchase ol sa:d goods i1s pnimanly lor the [oilowing purpose (check one):

CREDIT LIFE AND/OR CREDIT ACCIDENT AND
HEALTH INSURANCE COVERAGE IS NOT REQUIRED,

Buyer by signing Eeclcw ath'ms his efect:on lor and nolice of Creait Lite
tnsurance and/or Creait Accident and Health insyrance Subiect 0 excly-
gions and/or any wailing period in the apphcable policy. lhe m-hal
covarage for Credit Lilc insurance 1s $ ‘tor a totat
premi of S and the monthiy disabil:ity benelit for

Cradit Accident and Health insuggnce s § tor a total

ch insurance !o cover the Buyer as
3 terms and condihions set forth in a
policy or cemﬂcalc ol insurance 1ssued by the insurer as checked beiow.

Volunteer State Life Insurance Company, Chattanooga. Tennessee,
under Group Lite Insurance Policy No. 4141

0

ROERIUM 04

hAiICAled BEI6 CTaINg 8

(i Other Policy, Name Insurer)

(Home Office Address)

Nilh respect to Credit Life Insurance, benefits are payabie to Seiler or
Q n pay ol ar red of tre Total ol Pavments (ltem 9)
end, whare Union Trust Company of Maryland s Ihe Assignee of Seller,
such benefits are imited to $25.000 io1a1 tor s and an other obhga-
tions of the nsured Buyer to Union Trus! Company ol Miryland under
Volunteer State Life Policy No. 4141, With respect (o Croait Accrdent and
Heaith Insurance. benefits are payable {or iotal disabu.ly (s def:ned n
the Certficate of insurance) in amounts equal to or proportionadl 1o e
monthly instaiiment payments shown n the payment scheduic.
Subject to acceptance by the above-named insurance company, the term
ol all insurance commences on the date th.s gocument 1s cxecuted. Such
nsurance expires on matusity of this Agreement. and 1s subject IC termi.
nation in the event of default 1n instaliment payments. Such insurance s
available only to a Buyer undger 65 years of age con the date hercol. A
cartshcate of insurance describing the coverage atforded :n greater getand
will be fturmishea to the Buyer within 25 days alter execution of this
ment.

redil Life Insurance and/or Credit Accident and Héa nsurance
(A & H) as adbove 13 (are) desired on the undersigned Buyur Jas indicated.
CL A&H
Date 0o
Buyer's Signature
Oate O 0

Buyer s Signature
=
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] personat, tamily or househoid 77 agriculturat
D business or commarcial (other than agm.ullura!)

Basic Cash Price

Delwery. Instaliation, etc. ......
Cash Price (Add 1
Down Payment

rade-in:

» RN =

{Year, Make, Model)

(3) Net Trade-in
(b) Cash down payment $
{c) Deferred Down Payment $ Oue___7___ /. )
Total Down Payment (a). (b) A (T} ....S__ N,
5. Unpaid Balance of Cash Price (item3 less itemd) §
6. Other Charges
{a) Taxes {not included in basic cash price} ..$
{b) License, Title and Registration lee ....... ]

ﬂ

{c) Property Insyrance

No insurance coverage is financed hereby unless cover-
age is checked beiow., BUYER MAY CHOOSE THE
PERSON ala H HOM H v BANCE |
AR nsurance Is payable to the Sellzr and Buyer,
as | €51 may appear {except that coverage vi. 1S pay-
able only to Seiter).

Expirauon date: / /

Type of Coverage:

i. [‘j Fue & Broad Form Theft §

[ Commret ]

i, D $ Ded. Coil 3

iv, [" Combned Add'l Coverage $

v, r_! Towing (passenger cars only) §

vi. D Supplementai Property Insurance (Borrower's
Contingemt Insurance) §$

e —

 ——— ]

" Physical Damage Insurance
Premium {1 thry wi)




AS 10 anseLins w wiveds The Canh. 2 (T oo 3) ; 1450 i U &S

# any inglatiment 11 more than doulle the average of ati othor wnstalt-
monts of if tho nteeval Bulween any (4N FCylive Mt ime nis s kesy than
one-hatf the averane nt all other e ais. the Buyct hvi the nght upen
delault m ony such cxccss of irrcyular nsta’ment to fuave the schecuie
of unpaid instailmart. :ncluding that m detuu't) revised 1 Conform in
bolh amounts and intervals to the average of afl precrd:ng nstaiiments
it is due, Buyer sl of th

except that of the Cazh Price (item 3) ous nat exceed $12,500.00 the
charge shail be the kesser of §°, of the urpad nstav'r eni o $500.

Prepayment Rebate: As 10 transactione 14 wh.ch the Cath Price (item 3)
i slmm or iess. LOON Prepayment In full, Buyer shall be entitled to
a rebate of the FINANCE CHARGE {stemn 8)

$ 1n ac w.ih

the Rule of 7§'s, bu: no rebate less than §] () wil be pard In uny cvent.
the Seller shall be criticd to retan a rrnmum FINANCE CHARGE of

.00, As 1o transactions in whicn the Cash Pnce (item J) 13 more than
$12,500.00, upon prepayment n full. Buyer shail Lo entticd 1o rebate of
the FINANCE CHARGL (ficm 8} comruted n aceordance with the Actu-
atigt Method 3s of the monthly annwversary of this Agreement next
following prepayment.

THE TERMS AHD CCHDITIONS ON THE REVLH DL O
ARE EXPRESSLY IMADE A PART OF THIS AGREEMENT.

NOTICE: ANY HOLDER OF THIS CONSUMER
CREDIT CONTRACT 1S SUBJECT TO ALL CLAIMS AND
DEFENSES WHICH THE DEBTOR COULD ASSERT
AGAINST THE SELLER OF GOODS OR SERVICES
OBTAINED PURSUANT HERETO OR WITH THE PRO-
CEEDS HEREOF. RECOVERY HEREUNDER EY THE
DEBTOR SHALL NOT EXCEED AMOUNTS PAID BY
THE DEBTOR HZREUNDER.
ff the Cash Price (item 3) does nol excoed $12 500.00, the folowng
nolice i applicable:

NOTICE TO BUYER--1. YOU ARE EN-
TITLED TO A COPY OF THIS AGREEMENT AT
THE TI"AE YOU SIGN IT. 2. UMDER TiiE STATE
LAW REGULATIICG [IMSTALLMENT S/LES,
YOU HAVZ CEATAIN RIGHTS, ANMONG
CTHERS: (1) TO PAY OFF THE FULL AMOUNT
DUZ IM ADVAISCE AND OBTAIN A PARTIAL
REBATE OF THE FINAI!ICS CHARGE; (2) TO
REDEEM THE PROPERTY, IF REPOSSESSED
FOR A DEFAULT; (3) TO REQUIRE, UNDER
CERTAIN COMDITIONS, A RESALE OF THE
PROPLRTY, IF REPOSSESSED.

Ppersonal naoutly 8nu propvily uanoye
to others (unless checked below).

C ge of such insul . if any, 13 as follows:

. !"‘n Soddy nuey 8. . -

visi. [T property ge $_ __

in -= mecical payments $_____
" term — e . MONTHS

Liability Ing Prem fva they sx) .. S
Total Property insu-ance Prem.um (ttem8(c,) $__

(1) Creat Life Irsurance . R § S,
(e) Crec t Accrdent A Henith Irsurance ......8___
(1) Ome.al Fees or Nen-Filing lnswa~ze .....$ —

(g) O:her (Descr-be)

Total of Other Charges (tem 8) ............. )
7. A t F ({1 d Ba'ance)
(Add Nos. 5 & 8) ... ..........c..ieene S_
8. FINANCE CHARGE .................. s
9 Tst2f of Payments (AGd Nos 7 8 8) ......... 3.

10. Defer:rd Payment Price (AdIN3s. 3. 868 8) .S

. ANNUAL PERCENTAGERATE .... _ . =
PAYMENT SCHEDULE- Euyer agrees to pay the Total of Payments (liem 9)
a2 Union Trust Company of Maryland, 210 Guillord Avenue, Baltimore, Md.

21202, :n cons:sung of consecu-

tive ingtall! ol 8. each and a final instaiiment

et $ 9! g on 19 . and con-

tinuing thereatter on the same dale of each subsequent month; or as
n the sch below:

If scneduled above, the final i in the ofs$

1s a “Balioon Payrent” which may be d or refmanced under
credit terms no iess favorable than those then permitted under the
Maryland Retail irstaliment Sales Act, provided Buyer is ndt then in
defauit as defined herem.

Th:s Agreement i3 accedted Dy Selier and hereby assigned to Union Trust
Company of Marylend in accordance with the icrms of the assignment on
the reverse side hereof, subject to full recourse guaranty uniess otherwise
nlialed 0gQ reverse side.

Buyer's S«gnature

Co-Buyer's Signature
Date:

Print or type name of Setier-Assignor)

By: Thie

NOTICE: TYPE OR PRINT PERSONS’ NAMES UNDER ALL SIGNATURES.

BUYER ACKNOWLEDGES THAT BEFORE SIGNING THIS CONTRACT, SELLER SU3BMITTED
THE CONTRACT TO BUYER WITH ALL.BLANK SPACES FILLED IN, THAT BUYER HAD A REA-
SCNABLE OPPORTUNITY TO EXAMINE IT, AND THAT THEREAFTER A LEGIBLE, EXECUTED
AND COLPLETED COPY THEREOF WAS DELIVERED TO BUYER.

MMIR0R2 (16
wiTe - GRIGINAL

Buyer's Signature

CANARY - CUSTOMER'S COPY

Co-Buyer's Signature
PiNx-SELLER'S COPY

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Exhibit B

Federal Truth in Lending Instalment Credit Disclosure Statement

CQISTOMERS PNames ond Addresses): CREDTORS (Nemes ond Addresen}
T > Dete. Ne.
This Gisciosera refoter 1o ac - DISCLOSURES FOR ALL TRANSACTIONS:
QCedrSos [JQloes [ 8. Credit lilo ! Chorge .. $
U New T " OAdd-On [ Refinoncing 9. Disobilty inwronce Chorge ... ............ e
10. Property | h
DISCLOSURES FOR CREDIT SALES ONLY: 1, ey Inrance Charge $
}. Cash Price 3. 12. Other Chorges 3
2. levas Cush Dx 3 $
3. Trode-ln ¢ 8 $
4. Tetsl D 24-2 S 1. A R d | T
S, Unpoid Bolonce of Cash Price % 14. Prepoid Fnance Charge 3.
& Unpeid Bel - $. 13. Required Deposit Bal [
Svmel Mo 548494 104114123 14. Total Prepuid Finance Chorge and
7. Deferred Poyment Price ...... $ Required Deposit Balonce {144-195) ... . [ S
BonelNens 1 J-849 410411412410 17. FINANCE CHARGE [
NOVE: Appropriale porhi of snder of aunt be 18. Torol of Poyments ... [3
fiBled in for credit sales. 19. ANNUAL PERCENTAGE RATE ..._....... S
ADOITIONAL DISCLOSURES REQUIRED IN ALL TRANSACTIONS
This lon is peyocble in v hly instoim The due dute of the firnt pay i
Other puy ore due tha doy of each month, The final payment is due on or before A c!
first poy i 1 Others §.

The omoent of the final payment is §. and V1S 1S NOT a BALLOON PAYMENT. If the final payment is @ bolloon
ment end is not paid when due, # may be refinanced o follows:

DRIAYED FINANCE CHARGE: Usless arother date it specified in the space immediately following, the finance charge is impote
of the dote of the g Deleyed dote._-

REBATE FOR PREPAYMENT IN FULL: If this transacnon s prepard in full by cosh, an add-oa purchase. new foan, refingncing or othe
before the Gaal & ’—‘ » date, the shall recaive o rebote of the fidence charge computed as follows (e.qg . Rule of 7841 __

DEFAMRT CHARCETS): The > hod of ing the ™, of ony defoull, delinquency or similor charges payable
oveat of late peymenh is as foll

PROPERTY INSURANCE, if written in ion with this J ds o
The ¢owl is shown in ltem 10 end cusiomer is beraby adwied of his right 1o obioin this inturence fram ony other person or rovrce

CREDST LIFE AND DISABILITY INSURANCE ot an exira chorge is aot requiced in order tor credit 10 be extendad. If provided by the cr~
the chorge jor credit lile inturance is thowa m ltem § ond the charge for disobility insurance is shown i Hem 9.

1 devira Credit Life | dusire Credit § DO NOT woni Credit
ond Disebility Inserance. life lasuronce only. Life or Disability Insurance.
Dese] (Signohwe) Dotad (Signoturel () (Sigmaivrel

SECURITY AGREEMENT: [) Thit tronsaction is watecwed [) This transortion is secured by (specily type of sacurity interet, 1o
purchase money secunily oo, choitel gage, conditional sole, eic.):
of even dute, ing (give d hor, including moke ond seriel number for motor wehicles)

n The security agreement wll secwe futwe of other indebledness and will cover alter-acquired praperty.

1 ACKNOWLEDGE RECEIPT OF THIS STATEMENT ond 1 further waderutond that the disclosures herein ace made solety for the purp-
compliance by the credwar with the Federal Trth In Lendvag Act and requi itsved th Jer. \n ad 1 achnowledge thr!
Galorres may be inconsislent with other discioteres renuired by aie low = the coniract or agreement tg which there dioc
opply. wnd | ngree that disclosures relonag to the FINANCE CMARGE ond the ANNUAL PERCENTAGE RATE ore n no woy
considered o port of the og - idennfied herein.

Whnesse, < Deles.

Digitized for FRASER
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ABC SALES COMPANY
ONE ILLINOIS STREET Exhibit C

WASHINGTON, D. c. 20000
(202) 463-2800

AMOUNT FINANCED (this is the amount of credit you will receive) $
FINANCE CHARGE (this is the amount the credit will cost you) $ )
TOTAL OF PAYMENTS (when you make all payments, this is how much

you will pay) $
The total of payments will be paid in monthly installments of

$ which are due on the day of each month. The

first payment is due on and the

last payment on

TOTAL SALE PRICE (this is the total cost of your purchase on
credit, including your downpayment of $ 2) $

ANNUAL PERCENTAGE RATE

e

CREDIT LIFE INSURANCE AND CREDIT DISABILITY INSURANCE:
Credit Life and Credit Disability Insurance are not required to
obtain this credit. If you take the insurance, the cost disclosed
below will be included in the amount financed.

You may cancel this insurance by notifying us within thirty
days of the transaction. If you cancel, you will receive a full
refund of any premiums paid, and your future payments will be reduced.

Initial if Desired Cost
Credit Life (for term of credit) $
Credit Disability (for term of credit) S
LATE PAYMENTS: If you delay any payment by more than days after
the due date, you will be charged .
SECURITY INTEREST: Your is pledged as

collateral to secure the payment of this debt in addition to the
property purchased as part of this transaction.

PREPAYMENT: 1If you refinance or prepay in full the amount you owe, you
may be entitled to get back a portion of the finance charge.

YOU SHOULD READ YOUR CONTRACT FOR OTHER INFORMATION INCLUDING OUR RIGHT TO
DECLARE THE FULL BALANCE DUE IN THE EVENT OF NONPAYMENT OR OTHER DEFAULT,
AND PREPAYMENT REBATES AND PENALTIES.

I have received a copy of this statement:

(name) (date)

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



Exhibit D

XYZ SAVINGS & LOAN ASSOCIATION
ONE NORTH LINCOLN STREET

WASHINGTON, D. c. 20000
(202) u444-4400

AMOUNT FINANCED (this is the amount of credit you will receive)
FINANCE CHARGE (this is the amount the credit will cost you)

TOTAL OF PAYMENTS (when you make all payments, this is how much
you.will pay)

The total of payments will be paid in monthly installments of
which are due on the day of each month. The
first payment is due on and the

last payment on

ANNUAL PERCENTAGE RATE

LATE PAYMENTS: If you delay any payment by more than days
after the due date, you will be charged .

PREPAYMENT PENALTY:! If the loan is prepaid in full, the creditor
may impose a prepayment penalty.

SECURITY INTEREST: The property purchased as part of this trans-
action 'is pledged as collateral to secure the payment of this
debt.

ASSUMPTION: A subsequent purchaser or assignee of the debtor may
assume this mortgage on the conditions stated in the mortgage.

I have received a copy of this statement:

(name) (date)

Digitized for FRASER
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