ACTS
Docket C-2483. Complaint, Dec. 19, 1973—Decision, Dec. 19, 1973

Consent order requiring three consumer credit companies in Oklahoma City, Okla. and
Springfield, Mo., among other things to cease violating the Truth in Lending Act by
failing to disclose to consumers, in connection with the extension of consumer credit,
such information as required by Regulation Z of the said Act.

Appearances
For the Commission: John J. Hemrick.

For the respondents: John S. Patterson, Jr., of Gulf South Corpora-
tion, Oklahoma City, OKla. '

COMPLAINT

Pursuant to the provisions of the Federal Trade Commission Act, and
of the Truth in Lending Act and the implementing regulation promul-
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gated thereunder, and by virtue of the authority vested in it by said
Acts, the Federal Trade Commission, having reason to believe that Gulf
South Corporation, Gulfco Investment Corporation and Family Loan,
Inec., of Springfield, Mo., corporations, hereinafter sometimes referred
to as respondents, have violated the provisions of said Acts and the
implementing regulation, and it appearing to the Commission that a
proceeding by it in respect thereof would be in the public interest,
hereby issues its complaint stating its charges in that respect as follows:

PARAGRAPH 1.Respondent Gulf South Corporation, is a corporation,
organized, existing and doing business under and by virtue of the laws of
the State of Oklahoma with its principal office and place of business
located at 5500 North Western Avenue, Oklahoma City, Okla.

Respondent Gulfco Investment Corporation, is a corporation, or-
ganized, existing and doing business under and by virtue of the laws of
the State of Oklahoma with its principal office and place of business
located at 5500 North Western Avenue, Oklahoma City, Okla. Respon-
dent Gulfco Investment Corporation is a wholly-owned corporate sub-
sidiary of respondent Gulf South Corporation.

Respondent Family Loan, Inc., of Springfield, Mo., is a corporation,
organized, existing and doing business under and by virtue of the laws
of the State of Missouri, with its principal office and place of business
located at 503 St. Louis Street, Springfield, Mo. Respondent Family
Loan, Inec., of Springfield, Mo., is a wholly-owned corporate subsidiary
of respondent Gulfco Investment Corporation.

PAR. 2. Respondents by and through their corporate subsidary struc-
ture are now and for some time last past have been engaged in the
offering to extend, and the extension of consumer credit to the publie.

PAR. 3. In the ordinary course and conduct of their business, as
- aforesaid, respondents regularly extend consumer credit, as “consumer
credit” is defined in Regulation Z, the implementing regulation of the
Truth in Lending Act, duly promulgated by the Board of Governors of
the Federal Reserve System. .

PAR. 4. Subsequent to July 1, 1969, respondents, in the ordinary
course and conduct of their business, as aforesaid, have charged, and
are now charging, a substantial number of consumers for eredit life and
credit disability insurance written in connection with consumer loans.

Typical and illustrative, but not all inclusive of the circumstances in
which such insurance charges are incurred by consumers are the follow-
ing:

1. Respondents automatically include charges for credit life and cre-
dit disability insurance on the Disclosure Statement of Loan, and,
unless the consumer specifically objects to the inclusion of the charges
for such insurance, the coverage becomes part of the credit transaction.
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2 On that portlon of the dlsclosure statement of loan whlch contalns

the statement “I desire Credit Life and Disability Insurance,” respond- A

" ents sometimes. date and place an “X” or other mark on the hne for the

== borrower’s s1gnature S
-~ 8. Respondents. place the charges for credlt hfe and dlsablhty insur- - i
ance in the “Authorized Deductlons” section of the disclosure. statement SR

i of loan, and these charges become part of the amount financed, ‘but are - ok

" not included in the computatlon of the ﬁnance charge or: the annual_ s

o percentage rate. -

_PAR. 5. By and throdgh the acts and practlces descrlbed in Paragraph s

. Four ‘and others of similar import, meanlng and eonsequence, but not g

specifically set forth herem, respondents, in a substantial number of B

‘instances, induce their customers to incur. charges for credit life and N
= eredit dlsablhty insurance by leading t them to. believe, dlrectly or by - .

glmphcatlon, that the insurance coverage is required or that their signa- =

tures are necessary so]ely for the purpose of consummating: the credit -

transactlon Therefore, the s1gnatures of respondents’ customers ap-

pearing on that portion of the loan disclosure statement representlng e
* their authorization for credit hfe and credit disability insurance cover-

age do not constitute a “spemﬁc dated and separately signed affirmative

. written indication of [their] desire” to obtain such insurance, as requlred

by Section: 226. 4(a)(5) of Regulatlon 7, in spite of the. exxstence ofti'i'
language to the contrary in the loan disclosure statement. ‘ L

“PAR. 6. By and through the acts and practices deseribed in Para-‘ Fl

. graphs Four and Five hereof; respondents have failed to include the. oE

‘-_gcharges for credit life and eredit disability. insurance in the finance

S charge when a specific dated and separately signed afﬁrmatlve wmttenv : .

indication -of. the consumer’s des1re for such insurance has not been

- obtamed -as reqmred by Sectlon 226 4(a)(5) of Regulatlon Z and there- S
by respondents RTINS L

: 1. Failed to compute and dlsclose accurately the “ﬁnance charge

- required by Sections 226.4 and 226.8 of Regulatlon Z; and

2. Failed to compute and disclose the “annual percentage rate” to the

. nearest quarter of one percent as requlred by Sectlons 226.5 and 226. 8 ,‘ .
,t;of Regulatlon Z. ‘
" PAR..7. In the further course and conduct of. thelr busmess as
L aforesa;ld respondents, in connection with their dlsclosure statement of
~ loan, obtain a security interest and sometimes fail to identify the prop-
. erty to which the security mterest relates as reqmred by Sectlon '
. 226.8(b)(5) of Regulation Z. : ,
o PAR 8. Pursuant to Section 103 (q) of the Truth in Lendlng Act s
o respondents aforesald failure to comply thh Sectlons 226 4 226 5 and:
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matter of this proceeding and of the respondents, and the proceedi'ng is
in the public interest.
ORDER

It is ordered, That respondents Gulf South Corporation, a corpora-
tion, Gulfco Investment Corporation, a corporation, and Family Loan,
Inc., of Springfield, Mo., a corporation, their successors and assigns,
and their officers, and respondents’ agents, representatives and
employees, directly or through any corporation, subsidiary, division or
other device, in connection with any extension of consumer credit, as
“consumer credit” is defined in Regulation Z (12 C.F.R. § 226) of the
Truth in Lending Act (Pub. L 90-321, 15 U.S.C. 1601, et seq.), do
forthwith cease and desist from:

1. Failing, in any consumer credit transaction in which the
charges for credit life insurance and/or credit disability insurance
are not included in the finance charge:

- (a) To quote monthly payments which exclude the cost of
credit life insurance and/or credit disability insurance. Monthly
payments which do reflect credit life insurance and/or credit
disability insurance may be quoted only if: v

(1) Monthly payments without insurance premiums are
also quoted; and
(2) Respondents explain clearly that credit life insur-
ance and/or disability insurance are optional and that
insurance coverage is not considered in respondents’
approval of the consumer’s credit, using the following
language, or langauage of similar import and meaning
approved by the Commission.
Family Loan, Inc., of Springfield, Missouri [or other business extending consumer credit]
does not require you to obtain credit life insurance or credit disability insurance in
connection with the extension of credit you seek, and your decision regarding such
insurance is not considered in the approval of your credit.

(b) To inform the consumer any time respondents describe,
discuss, or comment on credit life and/or credit disabil-
ity insurance, whether in response to a question from a con-
sumer, or as part of respondents’ employees’ presentation,
that credit life and/or credit disability insurance are not re-
quired in connection with the extension of credit and are not
considered in respondents’ approval of the consumer’s credit,
using the following language, or language of similar import and
meaning approved by the Commission:

Family Loan, Inc., of Springfield, Missouri, [or other business extending consumer credif;]
does not require you to obtain credit life insurance and/or credit disability insurance in

connection with the extension of credit you seek, and your decision regarding such
insurance is not considered in the approval of your credit.
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(c) To provide the following disclosure to evéry customer for
every credit transaction:

[TO BE READ BY RESPONDENTS’ EMPLOYEE]
T'understand that Family Loan, Inc., of Springfield, Missouri [or other business extending
consumer credit] does not require me to obtain credit life insurance or eredit disability
insurance in connection with this loan, and that my decision regarding such insurance is
not considered in the approval of my credit. I have voluntarily decided to take — credit
life insurance for $—, — credit disability insurance for $—.
I have read this statement to (customer’s name)
Loan Closer’s Signature
Dated
[ AGKNOWLEDGE THAT THIS STATEMENT WAS READ TO ME.
Customer’s Signature )
Dated

Such disclosure shall be made on a separate document which
contains no other printed or written material and shall be
read to the customer by respondents and executed prior to
respondents making any other cost of credit disclosures. Re-
spondents shall maintain the original of the statement for two
(2) years following its execution and provide the customer with

a copy thereof. ’

2. In any consumer credit transaction in which the charges for
credit life insurance and/or credit disability insurance are not in-
cluded in the finance charge:

(a) Dating and/or placing an “X” or other mark on the signa-
ture line of that portion of the loan disclosure statement in-
tended to serve as the consumer’s affirmative written indica-
tion of his desire to obtain credit life insurance and/or credit
disability insurance.

(b) Misrepresenting, orally or otherwise, directly or by im-
plication, that credit life and/or credit disability insurance are
required as a condition of obtaining credit from respondent, or
discouraging, directly or by implication, the declination of
credit life or credit disability insurance.

3. Failing to explain orally to every customer the purpose of each
signature requested by respondents on any document directly re-
lated to the consummation of the credit transaction.

4. Failing to compute and disclose accurately the finance charge,
as required by Sections 226.4 and 226.8 of Regulation Z.

5. Failing to compute and disclose accurately the annual percen-
tage rate to the nearest quarter of one percent, as required by
Sections 226.5 and 226.8 of Regulation Z.

6. Failing to identify the property to which any security interest
relates, as required by Section 226.8(b) (5) of Regulation Z.
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6. Falhng In any consumer credit: transactlon or advertlsement R
“rto-make all dlsclosures, determined in accordance with: Sections
. 226.4 and 226.5 of Regulation Z, in the manner, form and amount

o .-requlred by Sectlons 226 6 226. 8 226 9 and 226 10 Of Regulatlon :

o It is further ordered That respondents dehver a copy Of thIs order to’
u 'i.cease and desist to ll_ _,present and future personnel of respondents at - -
5 th_eIr general offices in Oklahoma Clty, OKla.; and: Sprmgﬁeld ‘Mo, and
" in each of their subsxdlary corporatlons who are engaged in the e én-

~ sion of consumer credit or in any aspect of preparation, creatIo ,or

i .placmg ‘of advertising, and that respondents secure a s1gned statement’
- acknowledging receipt of said copy of this order from each such person B
o Ttis further ordered, That respondents notify the Commission at least. =
~th1rty (30) days prior to any proposed change in the corporate respon-- -
< dents such as dIssolutlon assignment or sale resultlng in'the emergence;f* E
- of a successor corporatlon the creation or dlssolutlon of subsidiaries or: =
0 any ‘other change in the corporatlon WhIch may affect comphance obhga—‘-

= tIons arising out ‘of this order." ‘ ‘ ‘

It is further ordered, That the respondents hereIn shall WIthIn SIxty

e (60) days after service upon them of this order, file with the Commission -

- areport, in ertmg, setting forth in detaII the manner and form in which

- they have complied with this order. '

. Commissioner Hanford not participating.

IN THE MATTER OF

SOUTHERN STATES DISTRIBUTING COMPANY, ET AL
k Doclcet 8882 Interlocutory Order, Dec 26, 1978 e

Order grantmg a Jomt motIon to replace ethbIts in the record RE

Appearances -

For the CommISSIon W Roland Campbell and John H Bedford
"For the respondents James B. Gurley of Carter, Ansley, szth -
‘McLendon & Quillian, Atlanta Ga I :

ORDER GRANTING MOTION TO REPLACE EXHIBITS IN THE
RECORD : ; i

- Respondents and counsel supportmg the complalnt havmg JoIntly ’

'moved, by motion received Dec. 7, 1973, that the Commission admit

into the record of this case as exhibits ¢ertain true copies of documents

. which were admitted as exhibits during the trial of this matter before
- the admlmstratlve law Judge but which exhibits were never recelved" '



