Federal Reserve System

$3.00. The periodic rate is 1¥2% per month ap-
plied to the average daily balance. The nu-
merator is the amount of the finance charge,
which is $3.75, including the $3.00 transaction
charge and $.75 resulting from application of
the periodic rate. The denominator is the
full amount of the specific transaction ($100)
plus the amount by which the balance sub-
ject to the periodic rate exceeds the amount
of the transaction ($0). Where the specific
transaction amount exceeds the balance sub-
ject to the periodic rate, the resulting num-
ber is considered to be zero rather than a
negative number ($50—-$100=—$50). The de-
nominator, in this case, is $100. As explained
in example 1, the annual percentage rate is
3%% x 12 = 45%.

APPENDIX G TO PART 226—OPEN-END
MODEL FORMS AND CLAUSES

G-1 Balance-Computation Methods Model
Clauses (§§226.6 and 226.7)

G-2 Liability for Unauthorized Use Model
Clause (§226.12)

G-3 Long-Form Billing-Error Rights Model
Form (8§226.6 and 226.9)

G-4 Alternative Billing-Error Rights Model
Form (8226.9)
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G-5 Rescission Model Form (When Opening
an Account) (§226.15)

G-6 Rescission Model
Transaction) (§226.15)

G-7 Rescission Model Form (When Increas-
ing the Credit Limit) (§226.15)

G-8 Rescission Model Form (When Adding a
Security Interest) (§226.15)

G-9 Rescission Model Form (When Increas-
ing the Security) (§226.15)

G-10(A) Applications and Solicitations
Model Forms (Credit Cards) (§226.5a(b))

G-10(B) Applications and  Solicitations
Sample (Credit Card) (§226.5a(b))

G-10(C) Applications and Solicitations
Model Form (Charge Cards) (§226.5a(b))
G-11 Applications and Solicitations Made
Available to General Public Model

Clauses (§226.5a(e))

G-12 Charge Card Model Clause (When Ac-
cess to Plan Offered by Another)
(§226.5a(f))

G-13(A) Change in |Insurance Provider
Model Form (Combined Notice) (§226.9(f))

G-13(B) Change in Insurance Provider
Model Form (§226.9(f)(2))

G-14A Home Equity Sample

G-14B Home Equity Sample

G-15 Home Equity Model Clauses

Form (For Each
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12 CFR Ch. Il (1-1-08 Edition)

G-1 -- Balance Computation Methods Mode! Clauses

{a) Adjusted balance method

We tigure [a portion of] the finance charge on your account by
applying the periodic rate to the “adjusted balance” of your
account. We getthe “adjusted balance’ by taking the balance
you owed at the end of the previous billing cycle and subtract-
ing [any unpaid finance charges and] any payments and
credits received during the present billing cycle

(b) Previous balance method

We figure [a portion of] the finance charge on your account by
applying the periodic rate to the amount you owe at the
beginning of each billing cycle [minus any unpaid finance
charges.] We do not subtract any paymenis or credits re-
ceived during the billing cycle. [The amount of payments and
credits to your account this billing cycle was $___ ]

(c) Average daily balance method (excluding current
transactions)

We figure {a portion of] the finance charge on your account by
applying the periodic rate to the “average daily balance” ot
your account (excluding current transactions}. To get the
“average daily balance” we take the beginning balance of your
account each day and subitract any payments or credits [and

any unpald finance charges]. We do not add in any new
[purchases/advances/ioans]. This gives us the daily balance
Then. we add all the daily balances for the billing cycte together
and divide the total by the number of days in the billing cycle
This gives us the “average daily balance.”

(d) Average daily balance method (including current
transactions)

We figure [a portion of] the finance charge on your account by
applying the periodic rate to the “average daity batance” of
your account (including current transactions). To get the “av-
erage daily balance™ we take the beginning balance of your
account each day, add any new [purchases/advances/loans]
and subtract any payments or credits. [and unpaid finance
charges]. This gives us the daily balance. Then we add up all
the daily balances for the billing cycle and divide the total by the
number of days in the billing cycle. This gives us the “average
daily balance ™

(e) Ending balance method

We figure [a portion of] the finance charge on your account by
applying the periodic rate to the amount you owe at the end of
each cycle (including new purchases and deducting payments
and credits made during the bilting cycle)

G-2 -- Liability for Unauthorized Use Model Clause

You may be liable for the unauthorized use of your credit
card {or other term that describes the credit card ] You will not
be liable for unauthorized use that occurs after you notify
[name of card issuer or its designee] at [address]. orally or in
writing. of the loss, theft, or possible unautherized use. In any
case. your liability will not exceed [insert $50 or any lesser
amount under agresment with the cardholder }
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G-3—Long Form Billing Error Rights Model Form

YOQUR BILLING RIGHTS
KEEP THIS NOTICE FOR FUTURE USE

This notice contains important information about your rights and our responsibitities uader the Fair Credit 8illing Act.

Notify Us In Case of Errors or Questions About Your Bitl

If you think your bill is wrong, or if you need more information
about a transaction on your bill, write us {on a separate sheet] at
{address] (the address listed on your bill] . Write to us as soon as
possible. We must hear from you no later than B0 days after we
sent you the first bill on which the efror or problem appeared
You can telephone us, but daing so will not preserve your rights.

In your letter, give us the foilowing infarmation:

* Your name and account number,

» The dollar amount of the suspected arror,

« Describe the error 3nd expiamn, if you can, why you believe
there is an error. If you need mere information, describe the
item you are not sure atout.

If you have authorized us t0 pay your credit card bill automa-
tically from your savings or checking account, you can stop the
payment on any amount you think 1s wrong. To stop the pay-
ment your letter must reach us three pusiness days before the
automatic payment is scheduled to occur.

Your Rights and Qur Responsibilities After We Receive Your
Written Notice

We must acknowledge your letter within 30 days, unless we have
corrected the error by then. Within 30 days, we must either
correct the error or explain why we believe the bill was correct

After we receive your letter, we cannot try to coilect any amount
you question, or report you as delinquent. We can continue to
bill you for the amount you question, inctuding finance charges,
and we can appiy any unpaid amount against your credit Himit,
You do not have to pay any questioned amount while we are in-
vestigating, but you are still obligated to pay the parts of your
bill that are not in question.

it we find that we made a mistake on your bill, you will not have
to pay any finance charges refated to any questioned amaount. if
we didn’t make a mistake, you may have to pay finance charges,
and you will have to make up any missed payiments on the
questioned amount. In either case, we wiil send you a statement
of the amount you owe and the date that it is due.

I* you fail to pay the amount that we think you owe, we may
report you as delinquent, However, it our explanation does not
satisfy you and you write 1o us within ten days telling us that
you still refuse to pay, we must tell anyone we report you to that
you have a question 3bout your bill. And, we must tell you the
name of anyone we reporied you to. We must tell anyone we
report you to that the matter has been settled between us when
it finally is

if we don’t foliow these rules, we can't collect the first S50
of the questioned amount, even if your bill was correct.

Special Rule for Credit Card Purchases

If you have 3 problem with the guality of property or services
that you purchased with a credit card, and you have tried in good
faith to correct the probiem with the merchant, you may have
the right not to pay the remaining amount due con the property
or services. There are two Limitations on this right:

{a) You must have made the purchase in your home state or, if
not within your home state, within 100 miles of your current
mailing address; and

{b} The purchase price must have been more than S50.

These limitaticns do not apply if we own or operate the mer-
chant, or if we mailed you the advertisernent for the property or
services.

403



Pt. 226, App. G

12 CFR Ch. Il (1-1-08 Edition)

G-4—Alternative Billing Error Rights Model Form

BILLING RIGHTS SUMMARY
In Case of Errors or Questions About Your 8ill

Hf you think your bil! is wrong, or if you need more information
about a transaction on your bill, write us [on a separate sheet]
at [address] (the address shown on your biil] as soon as possible.
We must hear from you no later than 60 days after we sent you
the first bill on which the error or probiem appeared. You can
telephone us, but doing so will not preserve your rights

In your letter, give us the foilowing information:

Your name and account number.

« The doliar amount of the suspected error

» Describe the error and explain, if you can, why you believe
there is an error. If you need more information, describe the
item you are unsure about.

You do not have to pay any amount in question while we are in
vestigating, but vou are still obligated to pay the parts of your bill
that are not in question. While we investigate your question, we
cannot report you as definquent or take any action to coilect the
amount you question,

G-5—Rescission Model Form (When Opening

NOTICE OF RIGHT TO CANCEL

1. Your Right to Cancel.

We have agreed to establish an open-end credit account for you,
and you have agreed ta give us a [mortgage/lien/security interest}
{on/in] your home as security for the account. You have a legal
right under federal law to cancel the account, without cost,
within three business days after the latest of the following events:

{1) the opening date of your account which is

;or

(2) the date you received your Truth-in-Lending disclosures; or

{3} the date ysu-received this notice of your right to cancel the
account.

If you cancel the account, the [mortgage/lien/security interest]
{on/in] your home is also cancelled. Within 20 days of receiving
your notice, we must take the necessary steps to reflect the fact
that the [morigage/lien/security interest] {on/in] your home has
been cancelled. We must return to you any money or property
you have given to us or to anyone else in connection with the
account.

You may keep any money or property we have given you until
we have done the things mentioned above, but you must then
offer to return the money or property. If it is impracticai or
unfair for you to return the property, you must offer its reason-
able value. You may offer 1o return the property at your home or
at the location of the property. Money must be returned to the
address shown below. If we do not take possession of the money
or property within 20 calendar days of your offer, you may keep
it without further obligation.

Special Rule for Credit Card Purchases

If you have a problem with the quality of goods or services that
you purchased with a credit card, and you have tried in good
faith to correct the prablem with the merchant, you may not
have to pay the remaining amount due on the goads or services.
You have this protection only when the purchase price was more
than S50 and the purchase was made in your home state or with-
in 100 miles of your mailing address. (If we own or operate the
merchant, or if we mailed you the advertisement for the property
or services, ail purchases are covered regardless of amount or
location of purchase.)

An Account)

2. How to Cancel.
If you decide to cancel the account, you may do so by notifying
us, in writing, at

{creditor’s mame and business address).

You may use any written statement that is signed and dated by
you and states your intention to cancet, or you may use this
notice by dating and signing below. Keep one copy of this notice
no matter how you notify us because it contains important in-
formation about your rights.

{f you cancel by mail or telegram, you must send the notice no

later than midnight of (date)

{or midnight of the third business day following the latest of the
three events listed above). If you send or geliver your written
notice to cancel some other way, it must be delivered to the
above address no !ater than that time.

1 WISH TO CANCEL.

Consumer s Signature Cate
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G-6—Rescission Model Form (For Each Transaction)

NOTICE OF RIGHT TO CANCEL

1. Your Right to Cancel.

We have extended credit to you under your open-end credit
account. This extansion of credit will increase the amount you
owe on your account. We already have a [mortgage/lien/security
interest] [on/in] your home as security for your account. You
have a legal right under federal law to cancel the extension of
credit, without cost, within three business days after the latest of
the following events:

{1} the date of the additional extension of credit which is

sor

{2} the date you received your Truth-in-Lending disclosures: or

{3) the date you received this notice of your right to cancel the
additional extension of credit.

it you cancel the additional extension of credit, your canceliation
will only apply to the additional amount and to any increase
in the {morigage/iien/security interest] that resulted because of
the additional amount. It will not affect the amount you present-
Iy owe, and it will not affect the (mortgage/lien/security interest]
we already have (on/in] your home. Within 20 calendar days
after we receive your notice of canceilation, we must take the
necessary steps to reflect the fact that any increasz in the [mort-
gage/lien/security interest] (on/in] your home has been cancell-
ed. We must aiso return to you any money or property you have
given to us or to anyone sise in connection with this extension
of credit.

You may keep any money or property we have given you until
we have done the things mentioned above, but you must then
offer to return the money or property. If it is impractical or
unfair for you to return the property, you must cffer its reason-
able value. You may offer to return the property at your home or
2t the location of the property. Money must be returned to the
address shown below. If we do not take possession of the money
or property within 20 calendar days of your offer, you may keep
it without further obligation.

2. How to Cancel,
It you decide to cancel the additional extension of eredit, you
may do s0 by notifying us, in writing, at

(creditor’s name snd business sadress).

You may use any written statement that is signed and Jated by
you and states your intention to cancel, or you may use this
notice by dating and signing below. Keep one copy of this notice
no matter how you notify us because it contains impariant in-
formation about your rights.

If you cancel by mail or telegram, you must send the notice no

later than midnight of (date)

{or midnight of the third busiress day following the latest of the
three events listed above). it you send or deliver your written notice io cancel
some other way, it must be delivered 1o the above address no {ater than that
time.

I WISH TO CANCEL.

Consumaer's Signsture Date

405



Pt. 226, App. G

12 CFR Ch. Il (1-1-08 Edition)

G-7—Rescission Model Form (When Increasing the Credit Limit)

NOTICE OF RIGHT TO CANCEL

1. Your Right to Cancel.

We have agreed to increase the credit limit on your open-end
credit account. We have a [morigage/lien/security interest]
[on/in] your home as security for your account. Increasing the
credit limit will increase the amount of the [mortgage/iien/
security interesti [on/in] your home. You have a legal right
under federal law to cancel the increase in your credit limit,
without cost, within three business days after the latest of the
following events:

(1} the date of the increase in your credit limit which is

;or

{2) the date you received your Truth-in-Lending disclosures; or

{3) the date you received this natice of your right to cancel the
increase in your credit limit.

1f you cancel, your cancellation will apply only to the increase in
your credit limit and to the [mortgage/lien/security interestj that
resulted from the increase in your credit limit, It will not affect
the amount you presently owe, and it will not affect the [mort-
gage/lien/security interest] we already have [on/in]l your home.
Within 20 calendar days after we receive your notice of cancella-
tion, we must take the necessary steps to reflect the fact that any
increase in the [mortgage/lien/security interest] [on/in] your
home has been cancelled. We must also return to you any money
or property you have given to us or to anyone else in cannection
with this increase.

You may keep any money or property we have given.you until
we have done the things mentioned above, but you must then
offer to return the money or property. If it is impractical or un-
fair for you 10 return the property, you must offer its reasonable
value. You may offer to return the property at your heme or at
the location of the property. Money must be returned 1o the
address shown below. It we da not take possession of the money
or property within 20 calendar days of your offer, you may keep
it without further obligation.

2. How to Cancel.
If you decide to cancel the increase in your credit limit, you may
do so by notitying us, in writing, at

{creditor’s name and business address).

You may use any written statement that is signed and dated by
you and states your intention to cancel, or you may use this
notice by dating and signing beiow. Keep one copy of this notice
no matter how you notify us because it contains important in-
formation about your rights.

it you cancel by mail or tetegram, you must send the notice no

later than midnight of tdate)

{or midnight of the third business day following the (atest of the
three events listed above). !f you send or deliver your written
notice 10 cancel some other way, it must be delivered to the
above address no later than that time.

| WISH TO CANCEL.

Consumer’s Signature Date
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G-8—Rescission Mode! Form (When Adding a Security Interest)

NOTICE OF RIGHT TO CANCEL

1. Your Right to Cancel.

You have agreed to give us a [mortgage/lien/security interest]
[on/in] your home as security for your existing open-end credit
account. You have a legal right unders federal law 10 cancel the
{mortgage/lien/security interest], without cost, within three
business days after the latest of the following events:

{1) the date of the [mortgage/lien/security interest]

which is ;or
(2) the date you received your Truth-in-Lending disclosures: or
{3) the date you received this notice of your right to cancel the

[mortgage/lien/security interest]

if you cancel the [mortgage/lien/security interest], your cancella-
tion will apply only to the [mortgage/tien/security interest]. It
will not affect the amount you owe on your account. Within 20
calendar days after we receive your notice of cancellation, we
must take the necessary sieps to reflect that any {mortgagesiien/
security interest] [on/in] your home has been cancelled. We
must also return to you any money or property you have given
to us or to anyone else in connection with this increase.

You may keep any money or progerty we have given you until
we have done the things mentioned above, but you must then
offer to return the money or property. !f it is impractical or un-
fair for you to return the property, you must offer its reasonable
value. You may make the offer at your home or st the location of
the property. Money must be returned to the address shown be-
low. If we do not take possession of the money or property with-
in 20 calendar days of your offer, you may keep it without
further obligation.

2. How to Cancel.
If you decide to cancel the {mortgage/lien/security interest] , you
may do so by notifying us, in writing, at

{ereditar’s name ang business aadress)

You may use any written statement that is signed and dated by
you and states your intention to cancel, or you may use this
notice by dating and signing belaw. Keep ore copy of this notice
no matter how you notify us because it contsins important in-
formation about your rights.

If you cancel by mail or telegram, you must send the notice no

later than midmight of (date)

{or midnight of tne third business day fotlowing the {atest of the
three events listed above). If you send or deliver your written
notice to cancel some other way, it must be delivered to the
above address no later than that time.

I WISH TO CANCEL

Consumer’s Signature Dare
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G-9-—Rescission Model Form (When Increasing the Security)

NOTICE OF RIGHT TO CANCEL

1. Your Right to Cancel.

You have agreed to increase the amount of the [mortgage/lien/
security interest] lonsin] your home that we hold as security for
your open-end credit account. You have a legal right under
federal law to cancel the increase, without cost, within three
business days after the latest of the following events:

{1) the date of the increase in the security which is

.or

(2} the date you received your Truth-in-Lending disclosures: or

{3} the daie you received tins notice of your right o cancel the
increase in the security.

if you cancel the increase in the security, your cancellation will
apply only to the increase in the amount of the {mortgage/lien/
security interest]. It will not affect the amount you presently
owe on your account, and it will not affect the [mortgageslien/
security intarest] we already rave [on/in] your home. Within
20 calendar days after we receive your na'ice of cance'latior,
we must take the necassary steos to reflect that any increase in
the [mortgage: lien/security ‘nterasi] [on/in] your home has been
canceited. We must 3iso return to you any money of property
you have given (0 us Or 10 anyone else in connection with this
increase.

You may keep any money or property we have given you until
we have done the things mentioned above, but you must then
offer to return the money «r property. If it is impractical or un-
fair for you to return the prooerty, you must offer its reasonable
value. You may offer to return tha property at your home or at
the location of the property. Money must be returned to the
address shown below. It we co not take possession of the money
or property within 20 calendar days of your offer, you may keep
it without further obligation.

2. How to Cancel.
If you decide to cancel the increase in security, you may do so by
notifying us, in writing, at

{creditor’s name and Dusiness address).

You may use any written statement tiat s s.gned and dated by
you and states your intention to cancel, or you raay use this
notice by dating and signing below. K2ep ane copy of this notice
no matter hovs you notify us because it contains important in-
formation about your rights.

1f you cancel by mail or telegram. you must send the notice no

later than midright of
{or midnight of the third business day following the latest of the
three evernts listed above). If you send or deliver your written
notice to cancel some other way, it must be delivered to the
apove address no later than that time.

{date}

1VISH TC CANCEL.

Consumaer’s Signature Date

408



Federal Reserve System Pt. 226, App. G

G-10(A)—Applications and Solicitations Model Form (Credit Cards)

Annual percentage rate % until (expiration date),
(APR) for purchases after that, %
Other APRs Balance transfer APR: %
Cash advance APR: %
Penalty APR: % See explanation below*
Variable-rate information Your APR may vary.

The rate for [purchases] [cash advances][balance
transfers] is determined by (explanation). See
explanation below**

[ days][untidl ] [notlessthan days]
Grace period for repayment of [between and _ days]{  days on average]
balances for purchases
[You have no grace period in which to repay your
balance for purchases before a finance charge will
be imposed.]

Method of computing the balance

for purchases
[Annual] [Membership] fee:  $ per year]
Annual fees
[(type of fee): $ per year]
[(type of fee): S 1
Minimum finance charge $ o
Transaction fee for purchases (s 11 % of ]
Transaction fee for cash advances: [$ ][ %of ]

Balance transfer fee: [ $ ][ _%of ]
Late-payment fee: [$ 1[___%of ]
Over-the-credit-limit fee: §_

* Explanation of penalty.
**Explanation of variable rate.
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G-10(B)—Applications and Solicitations Sample (Credit Cards)

Annual percentage rate
(APR) for purchases

2.9% until 11/1/00,
after that, 149%

Other APRs

Cash advance APR: 15.9%
Balance transfer APR: 15.9%
Penalty rate: 23.9%. See explanation below.*

Variable-rate
information

Your APR for purchase transactions may vary. The rate
is determined monthly by adding 5.9% to the Prime
Rate**

Grace period for
repayment of balances
for purchases

25 days on average

Method of computing
the balance for
purchases

Average daily balance (excluding new purchases)

Annual fees

None

Minimum finance
charge

$.50

Transaction fee for cash advances: 3% of the amount advanced
Balance transfer fee: 3% of the amount transferred

Late-payment fee: $ 25

Over-the-credit-limit fee: § 25

* Explanation of penalty.

** The Prime Rate used to determine your APR is the rate published in

the _ day of the prior month.

G-10(C) -- Applications and Solicitations Model Form (Charge Cards}

Annual fees

Transactlon fee for cash advances, and fees
{or payling late or exceeding the credIit limit

Transactlon fee
tor purchases

[Annual fee: $ per year]

[Membership fee: § per year]

{(type of fee }: $ per year}

[(type of fee ): $____}

Transaction fee for

cash advances: [$ JI_%of ]
$___1
Late paymentfee: [$ J{_ %ot }
[__ %ot ]
Over-the-credit-
limit fee: $

Alt charges made on this charge card are due and payable when you receive your perlodic statement.
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G-11 -- Applications and Solicitations Made Available to General Public Model Clauses

(a) Disclosure of Required Credit Information

The information about the costs of the card described in this
{application] [solicitation] is accurate as of {month year). This
intormation may have changed after that date. To find out what
may have changed. [call us at{telephone number )} [write to us
at (address )}

(b} Disclosure With Account Opening Statement

To find out about changes in the information in this [application}
{soficitation). [call us at (telephone number )] [write to us at
(address )].

{c) No Disclosure of Credit intformation

There are costs associated with the use of this card. To obtain
information about these costs, call us at (telephone number ) ot
write to us at (address )

G-12 -- Charge Card Model Clause (When Access to Plan Offered by Another)

This charge card may allow you to access credit offered by
another creditor. Our decision aboutissuing you a charge card
will be independent of the other creditor's decision about
allowing you access to a line of credit. Therefore, approval by
us to issue you a card does not constitute approval by the other
creditor 1o grant you credit privileges. it we issue you a charge
card. you may receive it betore the other creditor decides
whether or not to grant you credit privileges
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G-13(A) -- Change in Insurance Provider Model Form (Combined Notice)

The credit card account you have with us is insured. This is to notity you that we plan
to replace your current coverage with insurance coverage from a different insurer.

If we obtain insurance for your account from a difterent insurer. you may cancel the
insurance

[Your premium rate will increase to $ _ per __ ]

[Your coverage will be atfected by the following

| ! The elimination of a type ot coverage previously provided to you. [(explana-
tion)] [See __ of the attached policy for detaits |

A lowering of the age at which your coverage will terminate or will become
more restrictive. [(explanation )] {See __ of the attached policy or certificate
for details ]

I A decrease in your maximum insurabie loan batance. maximum periodic
beneflt payment. maximum number of payments. or any other decrease in
the doflar amount of your coverage or benetits. [{explanation))[See __ ofthe
attached policy or certificate for details ]

A restriction on the eligibility for benefits for you or others. [(explanation )}
[See __ of the attached policy or certificate for details ]

i A restriction in the definition of "disability” or other key term of coverage
[texplanation)] [See __ of the attached policy or certificate for details.]

The addition of exclusions or limitations that are broader or other than those
under the current coverage. [(explanation )} [See __ of the attached policy or
certificate for detaits ]

An increase in the elimination (waiting) period or a change to nonretroactive
coverage. [(explanation )} [See __ of the attached policy or centificate for
details).]}

{The name and mailing address of the new insurer providing the coverage tor your
account is (name and address ) ]

G-13(B) -- Change in Insurance Provider Model Form
We have changed thedinsurer providing the coverage for your
account. The new insurer’'s name and address are (name and

address ). A copy of the new policy or certificate is attached

You may cancel the insurance for your account
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IMPORTANT TERMS
of our
HOME EQUITY LINE OF CREDIT

This disclosure contains important information about our
Home Equity Line of Credit. You should read it carefully
and keep a copy for your records.

Availability of Terms: To obtain the terms described
below, you must submit your application before January
1, 1990.

lfthese terms change (otherthan the annual percentage
rate) and you decide, as a result, not to enter into an
agreement with us, you are entitled to a refund of any
fees that you have paid to us or anyone else in connec-
tion with your application.

Security Interest: We will take a mortgage on your
home. You could lose your home if you do not meet the
obligations in your agreement with us.

Possible Actions: Under certain circumstances, we
can (1} terminate your line, require you to pay us the
entire outstanding balance in one payment, and charge
you certain fees; (2) refuse to make additional exten-
sions of credit; and (3) reduce your credit limit.

If you ask, we will give you more specific information
concerning when we can take these actions.

Minimum Payment Requirements: You can obtain
advances of credit for 10 years (the “draw period”).
During the draw period, payments will be due monthly.
Your minimum monthly payment will equal the greater of
$100 or 1/360th of the outstanding balance plus the
finance charges that have accrued on the outstanding
balance.

After the draw period ends, you will no longer be able to
obtain credit advances and must pay the outstanding
balance over 5 years (the “repayment period”). During
the repayment period, payments will be due monthly.
Your minimum monthly payment will equal 1/60th of the
balance that was outstanding at the end of the draw
period plus the finance charges that have accrued on the
remaining balance.

Minimum Payment Example: If you made only the
minimum monthly payments and took no other credit
advances, it would take 15 years to pay off a credit
advance of $10,000 at an ANNUAL PERCENTAGE
RATE of 12%. During that period, you would make 120

monthly payments varying between $127.78 and $100.00
foliowed by 60 monthly payments varying between $187.06
and $118.08.

Fees and Charges: To open and maintain a line of
credit, you must pay the following fees to us:

- Application fee: $150 (due at application)
- Points: 1% of credit limit (due when account opened)
- Annual maintenance fee: $75 (due each year)

You also must pay certain fees to third parties toopen a
line. These fees generally fotal between $500 and $300.
If you ask, we will give you an itemization of the fees you
will have to pay to third parties.

Minimum Draw and Balance Requirements: The
minimum credit advance you can receive is $500. You
must maintain an outstanding balance of at least $100.

Tax Deductibility: You shoukd consult a tax advisor
regarding the deductibility of interest and charges for the
line.

Variable-Rate Information: The line has a variable-
rate feature, and the annual percentage rate (corre-
sponding to the periodic rate) and the minimum payment
can change as a result.

The annual percentage rate includes only interest and
not other costs.

The annual percentage rate is based on the value of an
index. The index is the monthly average prime rate
charged by banks and is published in the Federal Re-
serve Bulletin. To determine the annual percentage rate
that will apply to your line, we add a margin to the value
of the index.

Ask us for the current index value, margin and annual
percentage rate. After you open a credit line, rate infor-
mation will be provided on periodic statements that we
will send you.

Rate Changes: The annual percentage rate can change
each month. The maximum ANNUAL PERCENTAGE
RATE that can apply is 18%. Except for this 18% “cap,”
there is no limit on the amount by which the rate can
change during any one-year period.
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Maximum Rate and Payment Examples: Ifyouhadan
outstanding balance of $10,000 during the draw period,
the minimum monthly payment at the maximum AN-
NUAL PERCENTAGE RATE of 18% would be $177.78.
This annual percentage rate could be reached during the
first month of the draw period.

12 CFR Ch. Il (1-1-08 Edition)

If you had an outstanding balance of $10,000 at the
beginning of the repayment period, the minimuzin monthly
payment at the maximum ANNUAL PERCENTAGE
RATE of 18% would be $316.67. This annual percentage
rate could be reached during the first month of the
repayment period.

Historical Example: The following table shows how the annual percentage rate and the minimum monthly payments
for a single $10,000 credit advance would have changed based on changes in the index over the past 15 years. The
index values are from September of each year. While only one payment amount per year is shown, payments would

have varied during each year.

The table assumes that no additional credit advances were taken, that only the minimum payments were made each
month, and that the rate remained constant during each year. It does not necessarily indicate how the index or your

payments will change in the future.

ANNUAL Minimum

Year Index Margin * PERCENTAGE RATE Monthly Payment
(%) (%) (%) €3]
1974 12.00 2 14.00 144 .44
1975 7.88 2 9.88 106.50
1976 7.00 2 9.00 100.00
1977 713 2 9.13 100.00
1978 9.41 2 Draw Period 11.41 105.47
1978 12.90 2 14.90 126.16
1980 12.23 2 14.23 117.53
1981 20.08 2 18.00™" 138.07
1982 13.50 2 15.50 117.89
_1983 1100 2 BO_ 100.00

1984 297 T T2 T T T T T T — 1497 20381
1985 9.50 2 11.50 170.18
1986 7.50 2 Repayment Period 950 149.78
1887 8.70 2 10.70 141.50
1988 10.00 2 12.00 130.55

* This is a margin we have used recently.
** This rate reflects the 18% rate cap.
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IMPORTANT TERMS
of our
HOME EQUITY LINE OF CREDIT

This disclosure contains important information about our
Home Equity Line of Credit. You should read it carefully
and keep a copy for your records.

Availability of Terms: All of the terms described below
are subject to change.

lthese terms change (otherthanthe annual percentage
rate) and you decide, as a result, not to enter into an
agreement with us, you are entitied to a refund of any
fees you paid to us or anyone else in connection with
your application.

Security Interest: We will take a mortgage on your
home. You could lose your home if you do not meet the
obligations in your agreement with us.

Possible Actions: We canterminate your line, require
you o pay us the entire outstanding balance in one
payment, and charge you certain fees if:

+ You engage in fraud or material misrepresentation
in connection with the line.

- You do not meet the repayment terms.

- Your action or inaction adversely affects the collat-
eral or our rights in the collateral.

We can refuse to make additicnal extensions of credit or
reduce your credit limit if:

+ The value of the dwelling securing the line declines
significantly below its appraised value for purposes of
the line.

+ We reasonably believe you will not be able to meet
the repayment requirements dueto a materiaichangein
your financial circumstances.

- You are in default of a material obligation in the
agreement.

- Government action prevents us from imposing the
annual percentage rate provided for or impairs our se-
curity interest such that the value of the interest is less
than 120 percent of the credit line.

- A regulatory agency has notified us that continued
advances would constitute an unsafe and unsound prac-
tice.

- The maximum annual percentage rate is reached.

The initial agreement permits us to make certain changes
to the terms of the agreement at specified times or upon
the occurrence of specified events.

Minimum Payment Requirements: You can obtain
advances of credit for 10 years (the “draw period”). You
can choose one of three payment options for the draw
period:

- Monthly interest-only payments. Under this option,
your payments will be due monthly and will equal the
tinance charges that accrued on the outstanding bal-
ance during the preceding month.

- Quarterly interest-only payments. Under this op-
tion, your payments will be due quarterly and wilf equal
the finance charges that accrued on the outstanding
balance during the preceding quarter.

- 2% ofthe balance. Underthis option, your payments
will be due monthly and will equal 2% of the outstanding
balance on your line plus finance charges that accrued
on the outstanding balance during the preceding month.

If the payment determined under any option is less than
$50, the minimum payment will equal $50 or the out-
standing balance on your line, whichever is less.

Under both the monthly and quarterly interest-only payment
options, the minimum payment will not reduce the prin-
cipal that is outstanding on your line.

After the draw period ends, you will no longer be able to
obtain credit advances and must repay the outstanding
balance (the “repayment period”). The length of the
repayment period will depend on the balance outstand-
ing at the beginning of it. During the repayment period,
payments will be due monthly and will equal 3% of the
outstanding balance on your line plus finance charges
that accrued on the outstanding balance or $50, which-
ever is greater.
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Minimum Payment Examples: If you took a single
$10,000 advance and the ANNUAL PERCENTAGE
RATE was 9.52%:

- Under the monthly interest-only payment option, it
would take 18 years and 1 month to pay off the advance
if you made only the minimum payments. During that
period, you would make 120 payments of $79.33, fol-
lowed by 96 payments varying between $379.33 and
$50 and one final payment of $10.75.

- Under the 2% of the balance payment option, it
would take 10 years and 8 months to pay offthe advance
if you made only the minimum payments. During that
period, you would make 120 payments varying between
$279.33 and $50, followed by 7 payments of $50 and one
final payment of $21.53.

Fees and Charges: To open and maintain a line of
credit, you must pay us the following fees:

+ Application fee: $100 (due at application)

- Points: 1% of credit limit (due when account opened)

- Annual maintenance fee: $50 during the first 3 years,
$75 thereafter (due each year)

You also must pay certain fees to third parties to open a
line. These fees generally total between $500 and $900.
If you ask, we will give you an itemization of the fees you
will have to pay to third parties.

Minimum Draw Requirement: The minimum credit
advance that you can receive is $200.

Tax Deductibility: You should consult a tax advisor
regarding the deductibility of interest and charges forthe
line.

Variable-Rate Feature: The line has a variable-rate
feature, and the annual percentage rate (corresponding
to the periodic rate) and the minimum monthly payment
can change as a result.

The annual percentage rate includes only interest and
not other costs.
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The annual percentage rate is based on the value of an
index. During the draw period, the index is the monthly
average prime rate charged by banks. Duringthe repay-
ment period, the index is the weekly average yield on
U.S. Treasury securities adjusted to a constant maturity
of one year. Information onthese indices is published in
the Federal Reserve Bulletin. To determine the annual
percentage rate that will apply to your line, we add a
margin to the value of the index.

Theinitial annual percentage rate is “discounted” -- it is
not based on the index and margin used for later rate
adjustments. The initial rate will be in effect for the first
year your credit line is open.

Askus forthe current index values, margin, discount and
annual percentage rate. After you open a credit line, rate
information will be provided on periodic statements that
we send you.

Rate Changes: The annual percentage rate can change
monthly. The maximum ANNUAL PERCGENTAGE RATE
that can apply is 18%. Apart from this rate “cap,”there is
no limit on the amount by which the rate can change
during any one-year period.

Maximum Rate and Payment Examples: if the AN-
NUAL PERCENTAGE RATE during the draw period
equaled the 18% maximum and you had an outstanding
balance of $10,000:

- Under the monthly interest-only payment option, the
minimum monthly payment would be $150.

- Under the 2% of the balance payment option, the
minimum monthly payment would be $350.

This annualpercentage rate could be reached duringthe
first month of the draw period.

If you had an outstanding balance of $10,000 during the
repayment period, the minimum monthly payment at the
maximum ANNUAL PERCENTAGE RATE of 18% would
be $450. This annual percentage rate could be reached
during the first month of the repayment period.
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Historical Example: The following table shows how the annual percentage rate and the monthly payments fora single
$10,000 credit advance would have changed based on changes in the indices over the past 15 years. For the draw
period, the index values for the prime rate are from September of each year. For the repayment period, the index
values forthe yieldon U.S. Treasury securities are from the first week ending in July. White only one payment amount
per yearis shown, payments under the 2% of the balance payment option and during the repayment period would have
varied during each year.

The table assumes that no additional credit advances were taken, that only the minimum payments were made, and
that the rate remained constant during each year. It does not necessarily indicate how the indices or your payments
will change in the future.

ANNUAL Monthly interest-  Manthly 2% of
Year Index Margin® PERCENTAGE RATE  Only Payments  Balance Payments
EA % EA ($) ($)
1974 12.00 2 10.00** 83.33 283.33
1975 7.88 2 9.88 82.33 221.55
1976 7.00 2 9.00 75.00 169.34
1977 713 2 9.13 76.08 133.41
Draw 1978 9.41 2 11.41 95.08 111.89
Period 1979 12.90 2 14.90 124.17 96.46
1980 12.23 2 14.23 118.58 74.39
1981 20.08 2 18.00*"* 150.00 64.13
1982 13.50 2 15.50 129.17 50.00
1983 1100 _ 2 _ 1300 _ _ 1 10833_ _ _ _ 5000 _ __
1984 12.17 2 14.17 418.08 50.00
Repayment 1985 7.66 2 9.66 264.01
Period 1986 6.36 2 8.36 177.96
1987 6.71 2 8.71 124.45
1988 7.52 2 9.52 87.92

* This is a margin we have used recently.
“* This rate reflects a 4% "discount” we have used recently.
***“This rate reflects the18% rate cap.
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G-15 -- Home Equity Model Clauses

(a) Retention of Information: This disclosure contains
important information about our Home Equity Line of
Credit. You should read it carefully and keep a copy for
your records.

(b) Availability of Terms: To obtain the terms de-
scribed below, you must submit your application before
(date). However the (description ofterms) are subject to
change.

or

Ali of the termss described below are subject to change.

It these terms change [{other than the annual percent-
age rate)] and you decide, as a result, not to enter jnto
an agreement with us, you are entitledto a refund of any
{fees you paid to us or anyone else in connection with
your application.

(c) Security Interest: We willtake a [security interestin/
mortgage on] your home. You could fose your home if
you do not meet the obligations in your agreement with
us.

(d) Possible Actions: Under certain circumstances,
we can (1) terminate your line, require you to pay us the
entire outstanding batance in one payment |, and charge
you certain fees]; (2) refuse to make additional exten-
sions of credit; (3) reduce your credit limit [; and (4) make
specific changes that are set forth in your agreement
with us].

if you ask, we will give you more specific information
about when we can take these actions.

or
Possible Actions: We can terminate your account,
require you to pay us the entire outstanding balance in

one payment], and charge you certain fees] if:

You engage in fraud or material misrepresentation
in connection with the line.
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- You do not meet the repayment terms.

- Your action or inaction adversely affects the collat-
eral or our rights in the collateral.

We can refuse to make additional extensions of credit or
reduce your credit limit if:

- The value of the dwelling securing the line declines
significantly below its appraised value for purposes of
the line.

- We reasonably believe you will not be able to meet
the repayment requirements dueto a material changein
your financial circumstances.

- You are in default of a material obligation in the
agreement.

- Government action prevents us from imposing the
annual percentage rate provided for or impairs our se-
curity interest such that the value of the interest is less
than 120 percent of the credit line.

- A regulatory agency has notified us that continued
advances would constitute an unsate and unsound prac-
tice.

- The maximum annual percentage rate is reached.

[The initial agreement permits us to make certain changes
to the terms of the agreement at specified times or upon
the occurrence of specified events.]

(e) Minimum Payment Requirements: The length of
the [draw period/repayment period] is (length). Pay-
ments will be due (frequency). Your minimum payment
will equal (how payment determined).

[The minimum payment will not reduce the principal that
is outstanding on your line./The minimum payment will
not fully repay the principal that is outstanding on your
line.] You will then be required to pay the entire balance
in a single “balloon” payment.
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(f) Minimum Payment Example: If you made only the
minimum payments and took no other credit advances,
it would take (length of time) to pay off a credit advance
of $10,000 atan ANNUAL PERCENTAGE RATE of (re-
cent rate). During that period, you would make (number)
(frequency) payments of §__ .

(g) Fees and Charges: To open and maintain a line of
credit, you must pay the following fees to us:

(Description of fee) [$___/__% of {When payable)
(Description of fee) [$___/__ % of (When payabile)

You also must pay certain fees to third parties. These
feesgenerallytotal[$___/__%of /tetween$__

and$___]. lfyou ask, we will give you an itemization of
the fees you will have o pay to third parties.

(h) Minimum Draw and Balance Requirements: The
minimum credit advance you can receiveis $___. You
must maintain an outstanding balance of atleast $____.

(i) Negative Amortization: Under some circumstances,
your payments will not cover the finance charges that
accrue and “negative amortization” will occur. Negative
amortization will increase the amount that you owe us
and reduce your equity in your home.

(i) Tax Deductibility: You should consult a tax advisor
regarding the deductibility of interest and charges for the
line.

(k) Other Products: If you ask, we will provide you with
information on our other available home equity lines.

() Variable-Rate Feature: Theplan has avariable-rate
feature and the annual percentage rate (corresponding
to the periodic rate) and the [minimum paymentiterm of
the line} can change as a resutt.

The annual percentage rate includes only interest and
not other costs.

The annual percentage rate is based on the value of an
index. The index is the (identification of index) and is
[published invavailable from] (source of information). To
determine the annual percentage rate that will apply to
your line, we add a margin to the value of the index.
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[The initial annuat percentage rate is “discounted” -- it is
not based on the index and margin used for later rate
adjustments. Theinitial rate will be in effect for (period).]

Ask us for the current index value, margin, [discount,}
and annual percentage rate. Afteryou open a creditline,
rate information will be provided on periodic statements
that we send you.

(m) Rate Changes: The annual percentage rate can
change {frequency). [The rate cannot increase by more
than___percentage points in any one year period./There
is no limit on the amount by which the rate can change
in any one year period.] [The maximum ANNUAL PER-
CENTAGE RATE that can apply is __%./The ANNUAL
PERCENTAGE RATE cannot increase by morethan __
percentage points above the initial rate.] {Ask us for the
specific rate imitations that will apply to your credit line.]

(n) Maximum Rate and Payment Examples: If you
had an outstanding balance of $10,000, the minimum
payment at the maximum ANNUAL PERCENTAGE
RATE of __ % would be $____. This annual percentage
rate could be reached (when maximum rate could be
reached).
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(o) Historicat Example: The following table shows how the annual percentage rate and the minimum payments for
asingle $10,000 credit advance woulkd have changed based on changes inthe index overthe past 16 years. The index
values are from (when values are measured). {While only one payment amount per year is shown, payments would

have varied during each year.]

The table assumes that no additional credit advances were taken, that only the minimum payments were made, and
that the rate remained constant during each year. It does not necessarily indicate how the index or your payments will

change in the future.

Year Index Margin

Minimum
Payment

ANNUAL
PERCENTAGE RATE

(%) (%)
1975
1976
1977
1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988
1989

(%) %)

[Reg. Z, 46 FR 20892, Apr. 7, 1981, as amended at 46 FR 60191, Dec. 9, 1981; 54 FR 13868, Apr.
6, 1989; 54 FR 24689, June 9, 1989; 55 FR 38312, Sept. 18, 1990; 65 FR 58908, Oct. 3, 2000]

APPENDIX H TO PART 226—CLOSED-END
MODEL FORMS AND CLAUSES

H-1—Credit Sale Model Form (§226.18)

H-2—Loan Model Form (§226.18)

H-3—Amount Financed Itemization Model
Form (§226.18(c))

H-4(A)—Variable-Rate Model Clauses
(8226.18(F)(1))

H-4(B)—Variable-Rate Model Clauses
(8226.18()(2))

H-4(C)—Variable-Rate Model Clauses
(8§226.19(b))

H-4(D)—Variable-Rate Model Clauses
(§226.20(c))

H-5—Demand Feature Model Clauses

(§226.18(1))

H-6—Assumption Policy Model Clause
(8226.18(q))

H-7—Required Deposit Model Clause
(8226.18(r))

H-8—Rescission Model Form (General)

(§226.23)
H-9—Rescission Model Form (Refinancing
With Original Creditor) (§226.23)
H-10—Credit Sale Sample
H-11—Installment Loan Sample
H-12—Refinancing Sample
H-13—Mortgage with Demand Feature Sam-
ple
H-14—Variable-Rate
(§226.19(b))
H-15—Graduated Payment Mortgage Sample
H-16—Mortgage Sample (§226.32)

Mortgage Sample
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