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Use this worksheet when reviewing closed-end credit forms. To complete, review the forms, including those furnished to dealers, and place a check in each applicable cell. Determine the accuracy of the disclosures by comparing them with the contract and other bank documents. Forms that include or involve current transactions, such as change-in-terms notices, periodic billing statements, rescission notices, and billing error communications, are verified for accuracy when the file review worksheets are completed. Use this worksheet to review audit work papers, evaluate bank policies, and perform expanded procedures and training, as appropriate. Only complete worksheet sections that specifically relate to the issue being reviewed, evaluated, or tested, and retain those completed sections in the work papers.

When reviewing audit or evaluating bank policies, a “no” answer indicates a possible exception or deficiency and should be explained in the work papers. When performing expanded procedures, a “no” answer indicates a violation and should be explained in the work papers. If a line item is not applicable within the area you are reviewing, indicate “NA.”

Underline the applicable use: 	Audit	Bank Policies	Expanded Procedures

	Worksheet 3: Closed-End Credit Forms Review

	Product type:
	

	
	Yes
	No
	NA

	1. Are required disclosures clear, conspicuous, grouped together, segregated, limited to information directly related to the required disclosures under 12 CFR 1026.18 and 1026.47, and in writing in a form the consumer can keep and as a separate document from all other written materials? [12 CFR 1026.17(a)(1)]
Note: Closed-end disclosures may be provided to the consumer in electronic form, subject to compliance with consumer consent and other applicable provisions of the E-Sign Act. [12 CFR 1026.17(a)(1)]
	
	
	

	2. Except for private education loan disclosures, are the terms “finance charge” and “APR” together with the corresponding amount or percentage rate more conspicuous than other terms, except for the creditor’s identity? [12 CFR 1026.17(a)(2)]
	
	
	

	3. For private education loan disclosures, is the term “APR” and the corresponding rate less conspicuous than the term “finance charge” and corresponding amount under 12 CFR 1026.18(d), interest rate, and notice of right to cancel? [12 CFR 1026.17(a)(2)]
	
	
	

	4. Is the creditor identified (may be apart from other disclosures)? [12 CFR 1026.18(a)]
	
	
	

	5. Is the “amount financed” (using that term) included and briefly described? [12 CFR 1026.18(b)]
	
	
	

	6. Is there a separate itemization of the amount financed or a statement that the consumer may request and receive a written itemization? [12 CFR 1026.18(c)]
Note: The good faith estimate (GFE) may be substituted for the itemization of the amount financed. [12 CFR 1026.18(c)(3)]
	
	
	

	7. Is the “finance charge” (using that term) included and briefly described? [12 CFR 1026.18(d)]
	
	
	

	8. Is the “annual percentage rate” (using that term) included and briefly described, unless exempt? [12 CFR 1026.18(e)]
	
	
	

	9. Do the disclosures for variable rate loans that are not secured by the customer’s principal dwelling or, if secured by the consumer’s principal dwelling, that have a term of one year or less, include
a. circumstances that permit rate increases? [12 CFR 1026.18(f)(1)(i)]
b. limits on the increase? [12 CFR 1026.18(f)(1)(ii)]
c. effects of increase? [12 CFR 1026.18(f)(1)(iii)]
d. hypothetical example of new payment terms? [12 CFR 1026.18(f)(1)(iv)]
	
	
	

	10. Unless the loan is subject to 12 CFR 1026.18(s), is the specified payment schedule included? [12 CFR 1026.18(g)]
	
	
	

	11. Unless it is a single payment loan, is the “total of payments” (using that term) included and described? [12 CFR 1026.18(h)]
	
	
	

	12. Is a demand feature disclosed, if applicable? [12 CFR 1026.18(i)]
	
	
	

	13. If a credit sale, is the “total sales price” (using that term) included and described? [12 CFR 1026.18(j)]
	
	
	

	14. Does the disclosure include whether or not a penalty or rebate is imposed for prepayment? [12 CFR 1026.18(k)]
	
	
	

	15. Is a late payment charge (dollar amount or percent) disclosed, if applicable? [12 CFR 1026.18(l)]
	
	
	

	16. Is there a security interest disclosure, if applicable? [12 CFR 1026.18(m)]
	
	
	

	17. If credit life insurance and debt cancellation premiums have been excluded from the finance charge, has the bank
a. disclosed that insurance coverage is not required?
b. disclosed the premium for the initial term?
c. obtained the customer’s signature or initials as an affirmative request for the insurance? [12 CFR 1026.18(n) and 1026.4(d)]
	
	
	

	18. If the property insurance premium has been excluded from the finance charge, has the bank
a. disclosed that the consumer may choose the insurance company?
b. disclosed the cost of the insurance for the initial term if obtained from or through the bank? [12 CFR 1026.18(n) and 1026.4(d)]
	
	
	

	19. Are the disclosures required under 12 CFR 1026.4(e) to exclude certain fees required by law, such as a filing fee or certain insurance premiums from the finance charge, provided? [12 CFR 1026.18(o)]
	
	
	

	20. Is there a statement referring to the contract document for specified information? [12 CFR 1026.18(p)]
	
	
	

	21. Is there an appropriate assumption disclosure for residential mortgage transactions? [12 CFR 1026.18(q)]
	
	
	

	22. If a deposit is required as a condition of the transaction, has the bank disclosed that the APR does not reflect its effect? [12 CFR 1026.18(r)]
	
	
	

	Note: The information in step 23 for 12 CFR 1026.18(s)(2)-(4) must be disclosed in the form of a table with no more than five columns, and with headings and format substantially similar to Model Clause H-4(E), H-4(F), H-4(G), or H-4(H) in appendix H of the regulation. The table should contain only the information required in 12 CFR 1026.18 (s)(2)-(4), be placed in a prominent location, and be in a minimum 10-point font. [(12 CFR 1026.18(s)(1)]
23. For a closed-end transaction, including home construction loans, secured by real property or a dwelling (other than a transaction secured by a consumer’s interest in a time-share plan), did the creditor disclose the following information about the interest rate(s) and payments, as applicable:
Note: See appendix D of Regulation Z for more information on construction loan disclosures.
a. For a fixed-rate mortgage, the interest rate at consummation? [12 CFR 1026.18(s)(2)(i)(A)]
b. For an ARM or step-rate mortgage,
i. the interest rate at consummation and the period of time until the first interest rate adjustment may occur, labeled as the “introductory rate and monthly payment”? [12 CFR 1026.18(s)(2)(i)(B)(1)]
Note: As set forth in comment 18(s)-1, if periodic payments are not due monthly, the creditor should use the appropriate term, such as “biweekly” or “quarterly.”
ii. the maximum interest rate that may apply during the first five years after the date on which the first regular periodic payment will be due and the earliest date on which that rate may apply, labeled as “maximum during first five years”? [12 CFR 1026.18(s)(2)(i)(B)(2)]
iii. the maximum interest rate that may apply during the life of the loan and the earliest date on which that rate may apply, labeled as “maximum ever”? [12 CFR 1026.18(s)(2)(i)(B)(3)]
c. For a loan that provides for payment increases occurring without regard to an interest rate adjustment (as described in 12 CFR 1026.18(s)(3)(i)(B)), including interest-only loans as discussed in comment 1 to 12 CFR 1026.18(s)(2)(i)(C), the interest rate in effect at the time the first such payment increase is scheduled to occur and the date on which the increase will occur, labeled as “first adjustment” if the loan is an ARM or, otherwise, labeled as “first increase”? [12 CFR 1026.18(s)(2)(i)(C)]
d. For a negative amortization loan,
i. the interest rate at consummation and, if it will adjust after consummation, the length of time until it will adjust, and the label “introductory” or “intro”? [12 CFR 1026.18(s)(2)(ii)(A)]
ii. the maximum interest rate that could apply when the consumer must begin making fully amortizing payments under the terms of the legal obligation? [12 CFR 1026.18(s)(2)(ii)(B)]
iii. if the minimum required payment will increase before the consumer must begin making fully amortizing payments, the maximum interest rate that could apply at the time of the first payment increase and the date the increase is scheduled to occur? [12 CFR 1026.18(s)(2)(ii)(C)]
iv. if a second increase in the minimum required payment may occur before the consumer must begin making fully amortizing payments, the maximum interest rate that could apply at the time of the second payment increase and the date the increase is scheduled to occur? [12 CFR 1026.18(s)(2)(ii)(D)]
e. For an amortizing ARM, if the interest rate at consummation is less than the fully indexed rate, the following (placed in a box directly beneath the table required by paragraph 18 (s)(1) of the regulation, in a format substantially similar to Model Clause H-4(I) in the regulation’s appendix H),
i. the interest rate that applies at consummation and the period of time for which it applies? [12 CFR 1026.18(s)(2)(iii)(A)]
ii. a statement that, even if market rates do not change, the interest rate will increase at the first adjustment and a designation of the place in sequence of the month or year, as applicable, of such rate adjustment (e.g., “in the third year”)? [12 CFR 1026.18(s)(2)(iii)(B)]
iii. the fully indexed rate? [12 CFR 1026.18(s)(2)(iii)(C)]
f. If all periodic payments will be applied to accrued interest and principal, for each interest rate disclosed under 12 CFR 1026.18(s)(2)(i), amortizing loans,
i. the corresponding periodic P + I payment, labeled as “principal and interest”? [12 CFR 1026.18(s)(3)(i)(A)]
ii. if the periodic payment may increase without regard to an interest rate adjustment, the payment that corresponds to the first such increase and the earliest date on which the increase could occur? [12 CFR 1026.18(s)(3)(i)(B)]
iii. if an escrow account is established, an estimate of the amount of taxes and insurance, including any mortgage insurance, payable with each periodic payment? [12 CFR 1026.18(s)(3)(i)(C)]
iv. the sum of the amounts disclosed under 12 CFR 1026.18(s)(3)(i)(A) and (C) or (s)(3)(i)(B) and (C), as applicable, labeled as “total estimated monthly payment?” [12 CFR 1026.18(s)(3)(i)(D)]
g. If the loan is an interest-only loan, for each interest rate disclosed under 12 CFR 1026.18(s)(2)(i), amortizing loans, the corresponding periodic payment and
i. if the payment will be applied to only accrued interest, the amount applied to interest, labeled as “interest payment,” and a statement that none of the payment is being applied to principal? [12 CFR 1026.18(s)(3)(ii)(A)]
ii. if the payment will be applied to accrued interest and principal, an itemization of the amount of the first such payment applied to accrued interest and to principal, labeled as “interest payment” and “principal payment,” respectively? [12 CFR 1026.18(s)(3)(ii)(B)]
iii. the escrow information described in 12 CFR 1026.18(s)(3)(i)(C)?
iv. the sum of all amounts required to be disclosed under 12 CFR 1026.18(s)(3)(ii)(A) and (C) or (s)(3)(ii)(B) and (C), as applicable, labeled as “total estimated monthly payment”? [12 CFR 1026.18(s)(3)(ii)(D)]
h. If the loan is a negative amortization loan,
i. the minimum periodic payment required until the first payment increase or interest rate increase, corresponding to the interest rate disclosed per 12 CFR 1026.18(s)(2)(ii)(A)? [12 CFR 1026.18(s)(4)(i)(A)]
ii. the minimum periodic payment that would be due at the first payment increase and the second, if any, corresponding to the interest rates described in 12 CFR 1026.18(s)(2)(ii)(C) and (D)? [12 CFR 1026.18(s)(4)(i)(B)]
iii. a statement that the minimum payment pays only some interest, does not repay any principal, and will cause the loan amount to increase? [12 CFR 1026.18(s)(4)(i)(C)]
iv. the fully amortizing periodic payment amount at the earliest time when such a payment must be made, corresponding to the interest rate disclosed under 12 CFR 1026.18 (s)(2)(ii)(B)? [12 CFR 1026.18(s)(4)(ii)]
v. if applicable, in addition to the payments in 12 CFR 1026.18(s)(4)(i) and 1026.18(s)(4)(ii), for each interest rate disclosed under 12 CFR 1026.18(s)(2)(ii), the amount of the fully amortizing periodic payment, labeled as the “full payment option,” and a statement that these payments pay all principal and all accrued interest? [12 CFR 1026.18(s)(4)(iii)]
	
	
	

	24. For a closed-end transaction secured by real property or a dwelling (other than a transaction secured by a consumer’s interest in a time-share plan described in 11 USC 101(53D)) that is a negative amortization loan, is the following information disclosed (in close proximity to the table required in 12 CFR 1026.18(s)(1), with headings, content, and format substantially similar to Model Clause H-4(G) in appendix H to this part):
a. The maximum interest rate, the shortest period of time in which such interest rate could be reached, the amount of estimated taxes and insurance included in each payment disclosed, and a statement that the loan offers payment options, two of which are shown? [12 CFR 1026.18(s)(6)(i)]
b. The dollar amount of the increase in the loan’s principal balance if the consumer makes only the minimum required payments for the maximum possible time and the earliest date on which the consumer must begin making fully amortizing payments, assuming that the maximum interest rate is reached at the earliest possible time? [12 CFR 1026.18(s)(6)(ii)]
	
	
	

	25. For a closed-end transaction secured by real property or a dwelling (other than a transaction secured by a consumer’s interest in a time-share plan described in 11 USC 101(53D)) with balloon payments (defined as a payment that is more than two times a regular periodic payment), is the balloon payment disclosed as follows:
a. Unless the balloon payment is scheduled to occur at the same time as another payment (see “b” below), the balloon payment is disclosed separately from other periodic payments disclosed in the table (i.e., it is outside the table and in a manner substantially similar to Model Clause H-4(J) in appendix H to the regulation)? [12 CFR 1026.18(s)(5)(i)]
b. If the balloon payment is scheduled to occur at the same time as another payment required to be disclosed in the table, the balloon payment must be disclosed in the table? [12 CFR 1026.18(s)(5)(i)]
	
	
	

	26. For a closed-end transaction secured by real property or a dwelling (other than a transaction secured by a consumer’s interest in a time-share plan described in 11 USC 101(53D), did the creditor disclose a statement that there is no guarantee the consumer can refinance the transaction to lower the interest rate or periodic payments? [12 CFR 1026.18(t)(1)]
Note: The statement required by 12 CFR 1026.18(t)(1) should be in a form substantially similar to Model Clause H-4(K) in appendix H to the regulation. [12 CFR 1026.18(t)(2)]
	
	
	

	27. Is the maximum interest rate disclosed (variable rate)? [12 CFR 1026.30(a)]
	
	
	

	28. Has the creditor retained evidence of compliance with Regulation Z (other than the advertising requirements under 12 CFR 1026.16 and 1026.24) for two years after the date disclosures were required to be made or action was required to be taken? [12 CFR 1026.25(a)]
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