Project # 2

Truth-in-Lending Disclosure Statement

5 points

Purpose
The learning objective for this project is to use C language conditional statements to create a Truth-In-Lending report.  Additional experience shall be gained with the software development life cycle: Requirements, Design, Construction, and Testing.

Description
If you’ve ever applied for and obtained a loan, you’ve seen and signed a Truth In Lending Disclosure Statement.  The federal government has specific requirements for the Statement.  The requirements are designed so that you see the same information in the same format regardless of lender, and that certain critical information is emphasized.

The most predominate feature of the Statement is a Summary of Terms of the loan at the top of the statement.  The following example illustrates the format.  (Questions and Answers about Federal Truth In Lending Disclosures)
Truth In Lending Disclosure Statement

Name
	
ANNUAL PERCENTAGE RATE
The cost of your credit as a yearly rate.
   
              A     %
	
FINANCE CHARGE
The dollar amount the credit will cost you.

   
 $         B 
	
Amount Financed

The amount of credit provided to you on your behalf.    

    
  $           C
	
Total of Payments 

The amount you will have paid after you have made all payments as scheduled.
    
$               D


Figure 1. Truth In Lending Summary  of Terms
The summary includes four critical terms that describe your loan: A – the annual percentage rate, B – the finance charge (amount of interest you have to pay), C – the amount financed (how much money you are going to receive now), and D – the total payments (the total amount you have to pay back to the lender over time).
Note that for this assignment, we are going to use a simplified Statement.  Business students will recognize that the actual calculations for A, B, C and D can get complicated because they take into account prepaid finance charges, insurance and other closing costs built into the loan.  For this reason, the annual percentage rate is often higher than the interest rate.  See the Indiana Department of Financial Institutions web site for more information.  For this project, no prepaid finance charges or other costs are included.
The interest rate that you are offered is determined by many factors, including your credit score.  The following table illustrates the relationship between credit score and interest rate for a $200,000 loan for 30 years.  (BSC Alliance)
Interest Paid on a $200,000, 30-year Mortgage
Credit Score             APR              Monthly Payment            Total Interest -- 30 Years
720 - 850                    5.79%                    $1173                              $222,140
700 - 719                    5.92%                    $1189                              $227,888
675 - 699                    6.46%                    $1258                              $253,007
620 - 674                    7.61%                    $1413                              $308,670
560 - 619                    8.53%                    $1542                              $355,200
500 - 559                    9.29%                    $1651                              $394,362
Figure 2 Credit Score Relationship to Interest Rate
You are to assume interest compounded monthly.  Calculate the finance charge using the following equation.  With mortgages, we want to find the monthly payment required to totally pay down a borrowed principal over the course a number of payments.  The standard mortgage formula is: 

M = P [ i(1 + i)n ] / [ (1 + i)n - 1]

Equation 1 Monthly Mortgage Payment

Where M is the monthly payment. i = r/12. The same formula can be expressed many different ways, but this one avoids using negative exponentials which confuse some calculators. 
Calculate how much interest you'd pay the bank over the course of the mortgage by multiplying the amount of the monthly payment by the number of payments and subtracting the principal.  (http://www.fonerbooks.com/interest.htm )
You now have all the components necessary for the Truth In Lending Disclosure.  The Amount Finances is entered by the user, the interest rate is determine by Project 2.  The total payments is calculated by taking the Monthly Payments and multiplying times 360  (30 year loan.)  The Finance Charge is calculated as the Total of Payments – Amount Financed.
Requirements
Implement Project 2 as normal .  Copy project2.c to bbproject2.c and expand the project to  print a simplified Truth In Lending Disclosure Statement.   Use character graphics to make the boxes.
C Language Hints
Project Submission
Upload project2.c file and bbproject2.c in the Oncourse drop box for Project 2 by 11:55 PM on the due date. 

Grading Scheme 
· Compilation  & Documentation -> 20 points   (no separate deliverable, document inside your code)

· Correct result -> 20 points
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