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FORM C -1 0  SECURITY AGREEMENT

TO A L L  BANKS IN THE
ELEVENTH FEDERAL RESERVE DISTRICT:

In the pa s t ,  we have been f u r n is h in g  o u r  Form  C-10  S e c u r i t y  A g re e m e n t to m ember 
banks  fo r  use u n d e r  the  U n ifo rm  Com m erc ia l Code. On occa s io n ,  cop ies  have a lso  been made 
a v a i la b le  to nonm em ber banks  and o th e r  conce rn ed  p a r t ie s ,  as a m a tte r  o f in fo rm a t io n  and use 
as a g u id e  in d e s ig n in g  a fo rm  a p p l ic a b le  to t h e i r  p a r t i c u la r  needs. T h e  fo rm  was in te nd ed  to 
be use fu l in a la rg e  n u m be r o f t ra n s a c t io n s ,  in c lu d in g  a l l  m anne r o f  fa rm  loans, in v e n to r y ,  a c 
counts  rec e iv a b le  f in a n c in g ,  and  loans on b u s in e s s  e q u ip m e n t,  consum er goods, and au tom o
b i le s .

As you a re  a l l  a w a re ,  a f ie ld  o f  law , w h ic h  has been r a p id ly  e x p a n d in g  in  the  recen t 
pas t,  is conce rned  w i th  consum er p ro te c t io n .  One o f  the  m any m easures w h ic h  has been enacted. 
P ub l ic  Law 93-637, a u th o r iz e s  the Federa l T ra d e  C om m iss ion to issue ru le s  p r o h ib i t in g  the use 
o f c e r ta in  con trac tua l te rm s  f r e q u e n t l y  in c lu d e d  in consum er c r e d i t  c o n tra c ts  and c e r ta in  p ra c 
t ices often em p loyed  b y  c re d i to r s  to a id  in the co l le c t io n  o f  u n p a id  d e b ts .  T he  law a lso  a u th o r 
izes the  B oard  o f  G o v e rn o rs  o f the  Federa l R eserve  System to deve lop  s u b s ta n t ia l ly  s im i la r  ru le s  
p r o h ib i t in g  such types  o f p ra c t ice s  b y  b a n k s ,  u n le ss  the  Board f in d s  e i th e r  tha t  such  acts o r  

p ra c t ice s  of ba nks  a re  no t u n fa i r  o r  d e c e p t iv e  o r  tha t  im p lem en ta t ion  o f  s im i la r  re g u la t io n s  w i th  
resp ec t to banks  w o u ld  s e r io u s ly  c o n f l ic t  w i th  essen t ia l m on e ta ry  and paym en t system s p o l ic ie s  
o f  the B oa rd .  As re f le c te d  in th is  B an k 's  C i r c u la r  No. 75-78, da ted  June  13, 1975, the B oard  of 
G ove rn o rs  of the Federa l Reserve  System is c u r r e n t l y  d e v e lo p in g  these re g u la t io n s .

It shou ld  be noted tha t  the  C -10  is o ften  used in consum er c r e d i t  t ra n s a c t io n s ;  i t  is 
po ss ib le  th a t  some p ro v is io n s  of the  Form  C -10 , w hen a p p l ie d  to consum er c re d i t  t ra n s a c t io n s ,  
may m a te r ia l ly  c o n f l ic t  w i th  those re g u la t io n s  in t h e i r  f in a l  fo rm ,  o r  w i th  f u tu r e  c o u r t  de c is io ns  
in th is  e v e r -c h a n g in g  and d e v e lo p in g  f ie ld  o f  law . As a r e s u l t ,  the Federa l Reserve  Bank o f 
Da llas w i l l  no lo n g e r  f u r n is h  cop ies of Form C -10 .

In th is  B an k 's  C i r c u la r  No. 74-108, da ted A p r i l  25, 1974, an n o u n c in g  the re v is io n  o f 
o u r  Form C -9  S e c u r i ty  A g re em e n t to Form  C -10 , P. E. C o ld w e l l ,  who was P re s id e n t  of th is  Bank 
at tha t  t im e , noted tha t:

"A  d e c is io n  on the legal fo rm s  to be used by  y o u r  bank  s h o u ld ,  of
cou rse ,  be made in c o n s u lta t io n  w i th  y o u r  legal c o u n s e l. "

A g a in ,  we e a rn e s t ly  u rg e  you to c o n s u l t  w i th  y o u r  b a n k 's  a t to rn e y s  on fu tu re  use o f  the 
Form C-10 in its  p re s e n t  fo rm  o r  y o u r  ow n re v is io n .

T h is  Bank s in c e re ly  re g re ts  th is  c o u rs e  o f  a c t io n ,  b u t  legal u n c e r ta in t ie s  p ro du ced  
b y  the  s h a rp  inc rease  in  in vo lve m e n t w i th  consum er a f fa i rs  and re sp o n s ive  changes in the legal 
s t r u c tu re  lead th is  Bank  to con c lu de  tha t  in  such m atte rs  com m erc ia l banks  can best p ro te c t  
t h e i r  own in te res ts  b y  the  c o n t in u in g  c o o pe ra t ive  in vo lve m e n t and c o l le c t iv e  ju d g m e n t  o f  y o u r  
o f f ic e rs  and p r iv a te  co u n se l.

If you have an y  qu es t ions  re g a rd in g  th is  d e c is io n ,  p lease feel f ree  to con tac t o u r  
Legal D e p a r tm e n ta l  (214) 651-6228.

Sincerely yours,
Ernest T .  Baughman

President
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