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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 Account.  (For 

definitions of some of the terms used see paragraph 13 below.)  You should read this disclosure carefully and 
keep a copy for your records. 
 
1.  Availability of Terms:  All of the terms described below are subject to change by us.  If any of these terms 
change (other than the annual percentage rate) and you decide, as a result, not to enter into the agreement with 
us, you are entitled to a refund of any fees you paid to us or anyone else in connection with your application.   
 
2.  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.  
  
3.  Actions We Can Take With Respect To Your Account:   

(a) We can terminate your account, and require you to pay us the entire outstanding balance in one 
payment, ("accelerate") 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 collateral or our rights in the collateral. 

 
Each of the above events is called an "event of default." 

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

 
  · The value of your home 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 due to a material change in your financial   
circumstances. 

  · You are in default of a material obligation in the agreement or an "event of default" is occurring. 
· Government action prevents us from imposing the annual percentage rate provided for in the greement, or impairs our security 
interest such that the value of the interest is less than 120 percent of the credit line. 

  · Our regulatory agency has notified us that continued advances would constitute an unsafe and unsound practice. 
  · The maximum annual percentage rate is reached. 
 

(c) The initial agreement also permits us to make certain changes to the terms of the agreement at 
specified times or upon the occurrence of specified events. 
 
4.  Minimum Payment Requirements:  You can obtain credit advances for nine (9) years.  During this period, 
payments will be due monthly.  The minimum payment each month will equal interest for that monthly billing 
cycle plus any Membership Fees and Late Payment Fees shown on the bill, plus past due amounts from prior 
monthly billing cycles. 

This minimum payment will not reduce the outstanding principal balance of loan advances on your 
line.  Thus, if you only make the minimum payment each month, at the end of the loan, you will be required to 
pay a single lump sum ("balloon") payment for the entire balance of the account. 
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5.  Minimum Payment Example:  If you make only the minimum payments and took no other advances, it 
would take nine (9) years to pay off an advance of $10,000.00 at an ANNUAL PERCENTAGE RATE 
of 8.00%.  During this period, you would make 107 monthly payments of $67.94 (estimated) followed by one 
final balloon payment of $10,067.94 (estimated). 
 
6.  (a)  Our Fees and Charges:  In order to maintain an account, you must pay us an annual membership 
fee of $35.00 each year.  If you terminate the home equity line of credit within 2 years of the date of the note, 
you agree to pay us a cancellation fee of  $250.00. 
 

(b)  Fees to Third Parties.  You will also have to pay a fee or fees to third parties to open the account.  
Let us itemize them.  (All of these disclosures are based on our good faith estimates as of the time we wrote this 
and actual costs, if any, may differ.) 
 

(i)  Lawyer's Fees:  If there are legal problems with the title, or circumstances which raise legal issues, 
or for any account with a credit limit over $100,000.00, we can (at our discretion) require the 
assistance of a lawyer to prepare the documents and close the transaction.  In such a case, you may 
have to pay a lawyer's fee.  We estimate that this fee will cost approximately $350.00 (this fee can 
range from $250.00 to $475.00) 

 
(ii)  Recording Fees:  You will also be charged the recording fees imposed by the town clerk.  We 
estimate that this fee will cost approximately $28.00 (this fee can range from $28.00 to $48.00). 

 
(iii)  Appraisal:  If the credit limit on your account (plus any indebtedness secured by prior liens or 
mortgages) is in excess of $100,000.00, you will be charged an appraisal fee.  We estimate that this fee 
will equal approximately $250.00 (the fee can range from $250.00 to $600.00). 

 
(iv)  Flood Zone Services:  You will have to pay for a company to determine whether or not your home is 
located in a special flood hazard zone.  This determination is required by law.  You will also have to pay 
for so-called life-of-loan coverage to keep us updated on the flood zone status of your home.  The total fee 
for both services is $16.00. 

 
(v)  Title Insurance:  If there are questions or problems with regard to the title to your home, or if the 
credit limit on your account (plus any indebtedness secured by prior liens or mortgages) is over 
$100,000.00, we may, at our discretion, require you to pay for title insurance.  We estimate that the fee for 
title insurance will equal approximately $4.00 per $1,000.00 of coverage (thus, for example, title insurance 
could equal $400.00 for $100,000.00 of coverage).  When we obtain title insurance, we require coverage 
equal to the credit limit. 

 
(vi)  Title Exam:  If the credit limit on your account (plus any indebtedness secured by prior liens or 
mortgages) is $100,000.00 or less, we will require you to pay $50.00 for a title exam. 

 
We also require that you pay for and maintain hazard insurance on your home.  All such third 

party fees (excluding hazard insurance) can range in total from $600.00 to $1,535.00 (assuming a $100,000.00 title 
insurance policy). 
 

Please note, however, that if your application is approved and you open an account with us, the 
charges for the appraisal, flood zone services, and title exam (as applicable) will be rebated to you. 
 
7.  Minimum Draw Requirement.  The minimum loan advance that you can receive is $500.00. 
 
8.  Tax Deductibility.  You should consult a tax advisor regarding the deductibility of interest and charges under 
the plan.   
 
9.  Variable-Rate Feature:  The plan 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.  The index is the rate published in the Wall 
Street Journal, Eastern Edition, under the heading "Money Rates" and shown as "prime rate" or "base rate" on 
"corporate loans posted by at least 75% of the nation's 30 largest banks," or similar language used by the Journal 
for that index.  If more than one rate is shown, we use the highest.  To determine the annual percentage rate that 
will apply to your account, we add a margin to this value of the index.   
 

Ask us for the current index value, margin and annual percentage rate.  After you open an account, rate 
information will be provided on periodic statements that we send you.   
 
10.  Rate Changes:  The annual percentage rate can change monthly.  The minimum ANNUAL 
PERCENTAGE RATE that can apply during the plan is 5% “the floor”. The maximum ANNUAL 
PERCENTAGE RATE that can apply during the plan is 18% “lifetime cap”.   Apart from “the floor” and  
"lifetime cap", there is no limit on the amount by which the rate can change during any one-year period. 
 
11.  Minimum Rate and Payment Example.  If you had an outstanding balance of $10,000, the initial minimum 
monthly payment would be $41.10 (estimated) at the minimum ANNUAL PERCENTAGE RATE OF 5%.  This 
annual percentage rate could be reached during the first month of the plan. 
 
12.  Maximum Rate and Payment Example.  If you had an outstanding balance of $10,000.00, the initial 
minimum monthly payment would be $152.88 (estimated) at the maximum ANNUAL PERCENTAGE 
RATE of 18%.  This annual percentage rate could be reached during the first month of the plan. 
 
13.  Historical Example:  The following table shows how the annual percentage rate and minimum monthly 
payments for a single $10,000.00 advance would have changed based on changes in the index over the last fifteen 
(15) years.  The index values are from the Wall Street Journal most recently published as of the last business day of 
July 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 loan 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(a)  * ANNUAL  * Minimum 

  %        %  * PERCENTAGE  * Monthly 
* RATE      * Payment 
 ********************          $ 

 
1990  10.00 -.50 9.50 78.08  
1991  8.50 -.50 8.00 69.75  
1992  6.50 -.50 6.00                          49.32  
1993  6.00 -.50 5.50 45.21  
1994  7.25 -.50 6.75 55.48  
1995  9.00 -.50 8.50 69.86  
1996  8.50 -.50 8.00 65.75  
1997  8.25   -.50 8.25 67.81  
1998  8.50    -.50 8.50  69.86  
1999  8.00 .00 8.00   
2000  8.00 .00 8.00   
2001  6.75 .00 6.75       
2002  4.75 .00 4.75   
2003  4.00 .00 4.00                          
2004 ________ 4.25_____________ _.00________________ 4.25__________________________________                                                                    
                            
(a) This is a margin we have used recently 
(b) This rate reflects the lifetime interest rate cap 
 
14.  Definitions:  "We", "us", and "our" refer to Northwest Community Bank, 86 Main Street, P.O. Box 1019, Winsted, Connecticut 06098.  
"You" and "your" refer to each person who signs the “agreement."  The "agreement" is the document that creates the line of credit.  The 
"mortgage deed" is the document, signed by those who own the home, which gives us the mortgage on your home.  "Your home" refers to the 
dwelling securing the line without regard to who owns it or whether or not it is your principal dwelling. 
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