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ABSTRACT OF "TRUTH [N LENDING ACT"
{Republic Act No. 3TG5)

Sactlon 1. This Act shall be known as the "Truf in Lending Act”

See. I, Declaration of Policy. It is hereby declared to be the policy of the State to profect its
cilizens frem a lack of awarensss of e iree cost of credil b e user by assunng a hull
disclogune of such cost with a view of preventing the uninformed use of credit to #e detiment of
the national aconamy.
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Sec. J. As used in this Ao, the f2rm
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(3) "Finanos charpa”™ ncledes intarest, foas, sarvioe charmges. discounts, and such other
charges incident b the extension of credil as the Board may by regulation prescribe.
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Sec. 4. Any creditor shall fumish to each person 1o whom cradit |5 axtended, prar o the
consummation of fe tansaction, 8 desr stalemer i widling slating forth, b lhe exlent
applicable and In sceordance with ndes and requiations presoibed by the Board, the foflowing
informatian:

(1) the cash price or deiverad prica of the proparty or servies o be acquired.

(2) the amoaunts, if any, to be credited as down payment and'or trade-in;

(3] the dilference betwesn the amours sat fosth under clauses (1) and (2);

(4] the charges, ndeddualty tamized, which are paid or 1o be paid by such person in
camnection with the iransaclion buwt wisich are not incident to e axtanson of credik

{5} Ehee Lokal arsmount fo be financed;

(i) the: finance charge expressed in s of pesos and centavos; and

{7) the percentage Wal the fnance charge bears b the il amount o be fmanced
eEprassed A5 & siMple annueal rate on the aulstanding unpaid balance of #he chligaticn.
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Seg, &, [a) Any credsor who in connection Wi any credit transaction fads 1o disdose to any
parann any inemation in vielation of ths Act ar any regulation issued there under shall be liable
bo such persan in the amount of P00 ar in an amounl agual 40 twice the financs chamge
required by such craditor in conneclion with such wansaction, whichever is greater, excapt that
such liabaity shall nat eeceed P2000 on any credd iransaction.
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(g} Amy person who wilfully wviclates any provision of this Afl or any regulaiion ssued
thereurider shall be fined by not less than P1,000 por mare than P5,000 or imprisonment for not
lzss than £ months, nor mare than one year or ball.
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(&) Amy final judgiment hereafler rendered in any ciminal proceeding under this Acl io the effect
ihat & defandand has wilfully viclated this Act shall be prima facie evidence against such
defendant in an action of procesding baought by any other party against such defendant under
this Act as 1o all matiers respecting which said judgment would be an estopps| as between the
parties thereto,

Sec. 7. This Aot shall hecoms effective upen approval.

Appraved, 22 June 1863,
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TBUTH AND
TRANSPARENCY [N

LENDING

‘The State protects its citizens from a lack of awareness of the true cost of
credit to the customer by assuring a full disclosure of such cost and other
terms and conditions with a view of preventing the uninformed use of credit,

As such, a disclosure statement is a required attachment to the loan contract,
It shall include, at a minimum, the following information:

1) Total amount to be financed
2) Finance Charges and all other charges incident to the loan

3) Net proceeds of the loan

4) Schedule of Payments

5) The percentage that the finance charge bears to the rotal
amount to be financed expressed as an Effective Interest
Rate (EIR)

IMPORTANT NOTICE
The borrower has a right to demand a copy
of the disclosure statement

AFTER



FORMAT OF DISCLOSURE STATEMENT OM
SBAALL BUSINESS/RETAIL/CONSUMER CREDIT

(Business Marme af Creditor)

DISCLOSURE STATEMEMNT ON LOANCREDIT TRANSACTION
(hs Required under BA. 3765, Truth in Lending Act)

MAME OF BORROWER
ADDRESS

1L

F

LOWAN AMOUNT

OTHER BANK CHARGES/DEDUCTIONS COULECTED "
a. Documentary/Science Starmps a
b. Mandatory Credit Insuranos

c. Others (Specity)

NET PROCEEDS OF LOAN (ltem 1 less Herms 2 and 3]

SCHEDULE OF PAYMENTS
a. Single payrment due an | [date) |-P' ok |
b. Installment Payments P S 3t attached @ rization soheduk ]

EFFECTIVE INTEREST RATE (Interest and Other Charges)
Ewplanation: The eflective inbenest rate is highar than e contractual terest
rate of % because of am I deductions above.

CONDITIONAL CHARGES THAT BAY BE IMPOSED (if applicable). Mease specily manner of

impasition:
a. Late Charge
b. Prepayment (penalty/refund)

c. Others [Specify]

CERTIFIED CORRECT:

|Signature of Creditor/Authorized Pasition

Representative Over Printed Namea)

I ACKMNOWLEDGE RECEIPT OF & COFY OF THIS STATEMENT PRIOR TO THE COMSUMRATION
OF THE CREDIT TRANSACTIOM.

(Signature of Borrawer aver Printed Name) Date



AMORTIZATION SCHEDULE
(Sample Only)

o/s
Installment Loan Principal Interest Total Balance
{A) (B) (€] (D] (E] (F]
MK WX
1 HXX X MK MK
2 HXX XX MK WX
3 KX M0 WK, WX
4 MY X WX, X
5 HXX XX MK MK
b HXX X MK MK
7 HXX XX MK MK
8 KX M0 WK, WX
9 HXX X MK MK
10 KX M0 WK, WX
11 XX X MK X
12 HXX X MK MK
Total MO0 MO0 W




Straight line versus
declining balance method

FLAT BALANCE INTEREST DECLINING BALANCE INTEREST

120

1 6.000 1.000 6,000 1 6.000 1.000 6.000 120
2 5.000 1.000 6.000 120 2 5.000 1,000 5,000 100
3 4.000 1.000 6,000 120 3 4.000 1.000 4.000 80
4 3.000 1.000 6.000 120 4 3.000 1,000 3.000 60
5 2,000 1.000 6,000 120 5 2.000 1.000 2,000 40
6 1,000 1,000 6.000 120 6 1.000 1,000 1,000 20

Total 6,000 720 Total 6,000 420



TERM 4 monthly payments 4 monthly payments
Loan Amt Php 5,000 Php 5,000
Interest 2% /month 3.2% / month
Rate
Month Outstanding | Interest Rate Interest Outstanding Interest Interest
Balance Balance Rate
0 Php 2% Php 100 Php X3.2% = | Php 160
5,000 5,000
1 Php Php 100 Php X3.2% =| Php 120
3,750 3,750
2 Php Php 100 Php X3.2%=| Php80
2,500 2,500
3 Php Php 100 Php X3.2% = | Php40
1,250 1,250
4 0 0
Php 400 Php 400




