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Three-Day Cancellation Rule

If you’re considering applying for a personal loan and using your home to guarantee repayment, you should know that a

federal credit law gives you three days to reconsider a signed credit agreement and cancel the deal without penalty. Your

"r ight to rescind" or "right to cancel" is guaranteed by the Truth In Lending Act. You can rescind for any reason but only if

you are using your principal residence -- whether it is a condominium, mobile home, or house boat -- as collateral, not a

vacation or second home.

Under the right to rescind, you have until midnight of the third business day to cancel the credit transaction. Day one

begins after all three of the following occur:

• You sign the credit contract;

• You receive a Truth in Lending disclosure for m containing certain key infor mation about the credit contract, including

the annual percentage rate; finance charge; amount financed; and payment schedule; and

• You receive two copies of a Truth in Lending notice explaining your right to rescind.

For rescission purposes, business days include Saturdays but not Sundays or legal public holidays. For example, if the

ev ents listed above take place on a Friday, you have until midnight on the next Tuesday to rescind.

Dur ing this waiting period, activity related to the contract cannot take place. The creditor may not deliver the money for the

loan. If you’re dealing with a home improvement loan, the contractor may not deliver any mater ials or start wor k.

If you decide to rescind, you must notify the creditor in writing. You may not rescind by telephone or in a face-to-face con-

versation with the creditor. Your written notice must be mailed, filed for telegraphic transmission, or delivered if by other

wr itten means, before midnight of the third business day.

If you cancel the contract, the security interest in your home is also cancelled, and you are not liable for any amount,

including the finance charge. The creditor has 20 days to return all money or proper ty you paid as part of the transaction

and release any secur ity interest in your home. If you received money or proper ty from the creditor, you may retain it until

the creditor shows that your home is no longer being used as collateral and returns any money you have paid. Then, you

must offer to return the creditor’s money or proper ty. If the creditor does not claim the money or proper ty within 20 days,

you may keep it.

If you have a bona fide personal financial emergency -- such as damage to your home from a storm or other natural disas-

ter -- the law allows you to waive your right to rescind and eliminate the three-day per iod. To waive your right, you must

give the creditor your own written statement describing the emergency and stating that you are waiving your right to

rescind. The statement must be dated and signed by you and anyone else who shares in ownership of the home. But

remember : if you waive your right to rescind, you must go ahead with the transaction.

The right to rescind does not apply in all situations when you are using your home for collateral. Among the exceptions

are:

• When you apply for a loan to buy or build your principal residence;

• When you refinance your loan with the same creditor who holds your loan and you don’t borrow any additional funds;

or

• When a state agency is the creditor for a loan.

In these situations, you may have other cancellation rights under state or local law.



Find a Consumer Protection 

Attorney Near You

Learn More: Tips to Help Protect Your Identity, Protect 

Yourself from Online Auction Fraud, Stolen Identity: 

What to Do

The FindLaw Guide to Online Fraud and Identity Theft

Follow us on

A Thomson Reuters Business

FINDLAW.COM EMPOWERS 

PEOPLE WITH TRUSTED,  

TIMELY AND INTELLIGENT  

LEGAL INFORMATION

BLOGS – FindLaw Blogs present timely news that has 

real-life implications, deliver important information 

and discuss law-related entertainment. 

FINDLAW ANSWERS – A vibrant, interactive online 

community where everyday people can ask legal 

questions and get real-time answers from legal  

professionals and others with similar experiences.

NEWS & NEWSLETTERS – Updated throughout the 

day and night and covering a wide range of legal 

topics, FindLaw.com’s News page presents current 

legal news, keeping people informed and educated.

FIND A LAWYER – An easy-to-search database 

of more than one million lawyers and law firms. It 

provides detailed information, enabling people to 

contact a qualified lawyer when they are ready.

DO-IT-YOURSELF FORMS & CONTRACTS – FindLaw.

com provides accurate legal documents for common 

legal matters. Choose from a library of easy-to-use, 

low-cost, accurate legal forms for everyday legal issues.

FINDLAW VIDEO – On FindLaw.com, you’ll find an 

online directory of more than 1,500 short videos 

dedicated exclusively to legal topics and attorney and  

law firm profiles.   

Connect With Us
FindLaw.com has an entire social media team 

dedicated to providing our users with as many 

options as possible to join, participate in, and learn 

from the FindLaw community. Some of the  social 

key channels are the following:

 

•	 FindLaw for Consumers on Facebook 

Making the law easy to access with interactive 

legal updates aimed at starting conversations, 

informing followers of their legal rights and 

providing a forum for questions and resources 

 

•	 @FindLawConsumer on Twitter 

Tweeting interesting, entertaining and  

informative legal news everyday 

Copyright © 2013 FindLaw, a Thomson Reuters business. All rights reserved. The information 

contained in this article is for informational purposes only and does not constitute legal advice.  

The use and distribution of this article is subject to the Creative Commons BY-NC-ND license, which 

can be viewed at  http://creativecommons.org/licenses/by-nc-nd/3.0/. You must attribute the article by 

providing the title of the article, FindLaw copyright notice and link to the original work. You may not 

use the article for commercial purposes and you may not alter or transform this article in any way.

HAVE A LEGAL QUESTION?

NEED TO FIND AN AFFORDABLE, 

QUALIFIED ATTORNEY?

Protect yourself, your family or  

your business with a legal plan 

or form from LegalStreet

http://consumer.findlaw.com/online-scams/?DCMP=CCX-MG-012
http://findlaw.com?DCMP=CCX-MG-012
http://www.facebook.com/FindLawConsumers?DCMP=CCX-MG-012
https://twitter.com/findlawconsumer?DCMP=CCX-MG-012
http://legalblogs.findlaw.com/?DCMP=CCX-MG-012
http://answers.findlaw.com?DCMP=CCX-MG-012
http://legalnews.findlaw.com/?DCMP=CCX-MG-012
http://lawyers.findlaw.com?DCMP=CCX-MG-012
http://forms.findlaw.com/?DCMP=CCX-MG-012
http://video.findlaw.com/?DCMP=CCX-MG-012
http://www.facebook.com/FindLawConsumers?DCMP=CCX-MG-012
https://twitter.com/findlawconsumer?DCMP=CCX-MG-012
http://www.facebook.com/FindLawConsumers?DCMP=CCX-MG-012
https://twitter.com/findlawconsumer?DCMP=CCX-MG-012
http://creativecommons.org/licenses/by-nc-nd/3.0/
http://findlaw.com?DCMP=CCX-MG-012
http://legalstreet.com?DCMP=LS-LPD-001

