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Use this worksheet when reviewing variable rate loans or ARMs with maturity greater than one year secured by the principal dwelling of the borrower. To complete, review applicable loan files and place a check in each applicable cell. Determine the accuracy of the disclosures by comparing them with the contract and other bank documents. 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 6: Closed-End Credit—ARM File Review

	Name of borrower:
	

	Account number:
	

	
	Yes
	No
	NA

	1. Did the bank provide timely early disclosures for residential mortgage transactions subject to RESPA? [12 CFR 1026.19(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) and 1026.39(b)(1)]
	
	
	

	2. Unless subject to the exception at 12 CFR 1026.19(d), was the booklet titled “Consumer Handbook on ARMs” or a substitute provided for an ARM transaction secured by the principal dwelling and for a term greater than one year? [12 CFR 1026.19(b)(1)]
Note: The disclosures required by 12 CFR 1026.19(b) may be provided to the consumer in electronic form without regard to the consumer consent or other provisions of the E-Sign Act in the circumstances set forth in those sections. [12 CFR 1026.17(a)(1) and 1026.19(c)]
	
	
	

	3. If interest rate changes are tied to a particular index, did the contract disclose this fact and include the source of information about the index, or in the alternative, disclose that interest rate changes are at the creditor's discretion or describe any internally defined index? [12 CFR 1026.19(b)(2)(ii), Commentary 12 CFR 1026.19(b)(2)(ii)-1 and -2]
	
	
	

	4. For mortgage transactions subject to RESPA secured by the consumer’s dwelling, does the creditor provide a GFE of the disclosures required by 12 CFR 1026.18 within three business days after receiving the consumer’s written application? [12 CFR 1026.19(a)(1)]
	
	
	

	5. In addition to the disclosures required by 12 CFR 1026.18, did the creditor provide the notice indicating the consumer is not required to complete the agreement merely because the consumer has received disclosures or signed a loan application? [12 CFR 1026.19(a)(4)]
	
	
	

	6. Did the creditor refrain from imposing a fee on a consumer in connection with the mortgage application before the consumer has received the relevant disclosures required in step 4, except for a bona fide and reasonable fee for obtaining the consumer’s credit history, unless the consumer modifies or waives the applicable waiting period due to a bona fide personal financial emergency? [12 CFR 1026.19(a)(1)]
	
	
	

	7. Is the GFE in step 4 delivered or placed in the mail no later than the seventh business day before consummation of the transaction? [12 CFR 1026.19(a)(2)]
	
	
	

	8. Did the creditor provide corrected disclosures of all changed terms, including the APR, that the consumer received no later than the third business day before consummation, if the APR stated in the GFE is not considered accurate under 12 CFR 1026.22 when compared with the APR at consummation? [12 CFR 1026.19(a)(2)(ii)]
	
	
	

	9. Unless subject to the exceptions at 12 CFR 1026.39(c), for consumer credit transactions secured by the consumer’s principal dwelling that were acquired by, or otherwise sold, transferred, or assigned to, the creditor who is the new legal owner of the debt (covered person), did the covered person provide a written disclosure notice to the borrower within 30 calendar days of the transaction that includes the following:
a. An identification of the loan that was sold, assigned, or otherwise transferred? [12 CFR 1026.39(d)]
b. Name, address, and telephone number of the covered person? [12 CFR 1026.39(d)(1)]
c. Contact information for each person, if there are multiple covered persons, unless one of them has been authorized to receive the consumer’s notice of the right to rescind and resolve issues concerning the consumer’s payments on the loan? [12 CFR 1026.39(d)(1)(i), (ii)]
d. Date of transfer, which may, at the covered person’s option, be either the date of acquisition recognized in the books and records of the acquiring party or the date of transfer recognized in the books and records of the transferring party? [12 CFR 1026.39(d)(2)]
e. Name, address, and telephone number of an agent or party authorized to receive notice of the right to rescind and resolve issues concerning the consumer’s payments on the loan, unless the consumer can use the information provided under (b) for this purpose? [12 CFR 1026.39(d)(3)]
f. The location where the transfer of ownership of the debt to the covered person is or may be recorded? (Note: If the transfer of ownership has not been recorded in public records at the time the disclosure is provided, the covered person complies with this paragraph by stating this fact.) [12 CFR 1026.39(d)(4)]
g. At the option of the covered person, any other information regarding the transaction? [12 CFR 1026.39(e)]
Note: If more than one consumer is liable on the obligation, the covered person may mail or deliver the disclosure notice to any consumer who is primarily liable. [12 CFR 1026.39(b)(3)]
	
	
	

	10. Is the disclosure notice required by 12 CFR 1026.39 provided clearly and conspicuously in writing, in a form that the consumer may keep? [12 CFR 1026.39(b)(1)]
Note: This disclosure notice may be combined with the RESPA servicing transfer notice [Commentary 12 CFR 1026.39(b)(1)-1]; and the disclosure notice 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 1026.39(b)(1)]
	
	
	

	11. If a consumer credit transaction secured by the principal dwelling of a consumer is acquired by a covered person and subsequently sold, assigned, or otherwise transferred to another covered person and a single disclosure notice is provided on behalf of both covered persons, did the disclosure notice satisfy the timing (12 CFR 1026.39(b)) and content (12 CFR 1026.39(d)) requirements applicable to each covered person? [12 CFR 1026.39(b)(4)]
	
	
	

	12. If an acquisition involves multiple covered persons who jointly acquire the consumer credit transaction secured by the principal dwelling of a consumer, was a single disclosure notice provided on behalf of all covered persons? [12 CFR 1026.39(b)(5)]
Note: If an acquisition involves multiple covered persons who each acquire a partial interest in the loan pursuant to separate and unrelated agreements, each covered person has a duty to ensure that disclosures related to its acquisition are accurate and provided in a timely manner unless an exception in 12 CFR 1026.39(c) applies. The parties may, but are not required to, provide a single notice that satisfies the timing and content requirements applicable to each covered person. [Commentary 12 CFR 1026.39(b)(5)-2]
	
	
	

	Subsequent Disclosures

	13. Did the creditor, assignee, or servicer provide the initial rate adjustment disclosures at least 210, but no more than 240, days before the first payment at the adjusted level is due or if the first payment at the adjusted level is due within the first 210 days after consummation, are the disclosures provided at consummation? [12 CFR 1026.20(d)]
	
	
	

	14.	Did the initial rate adjustment disclosures include the following: 
a. Date of the disclosure? [12 CFR 1026.20(d)(2)(i)]
b. An explanation that, by the loan terms, the current rate is scheduled to expire, the new rate’s effective date, and any resulting payment change, when future rate adjustments are scheduled to occur and any other changes to loan terms, features, or options? [12 CFR 1026.20(d)(2)(ii)]
c. A table explaining the current interest rate and payment, the new interest rate and payment, and the date the first new payment is due? [12 CFR 1026.20(d)(2)(iii)] 
Note: For interest-only and negative amortization ARMs, the table must include how the current and new rates and payment will be allocated to interest, principal, and escrow (if applicable). [12 CFR 1026.20(d)(2)(iii)(C)]
d. An explanation of how the interest rate is determined, including the specific index or formula and a source of information about that index or formula; and the type and amount of any adjustment, including a margin and an explanation that a margin is the addition of a certain number of percentage points to the index? [12 CFR 1026.20(d)(2)(iv)]
e. Any limit on rate or payment increases for each of the loan’s rate adjustments, including the extent limits result in the creditor, assignee, or servicer forgoing any increase in the rate and the earliest date that such forgone interest rate increases may apply to future interest rate adjustments, subject to those limits? [12 CFR 1026.20(d)(2)(v)]
f. An explanation of how the new payment was determined, including the index or formula used to determine the new interest rate? [12 CFR 1026.20(d)(2)(vi)(A)]
g. Any adjustments to the index or formula used to determine the new payment, such as the addition of a margin? [12 CFR 1026.20(d)(2)(vi)(B)]
h. The expected loan balance on the date of the interest rate adjustment? [12 CFR 1026.20(d)(2)(vi)(C)]
i. The remaining loan term expected on the date of the interest rate adjustment and any resulting changes to the term that may have occurred? [12 CFR 1026.20(d)(2)(vi)(D)]
j. If an estimated rate payment is provided, a statement that the creditor is using an estimated rate and that subsequent disclosure with the actual interest rate will be provided between two and four months before the first adjusted payment is due? [12 CFR 1026.20(d)(2)(vi)(E)]
k. If applicable, a statement that the new payment will not be allocated to pay loan principal and will not reduce the balance? If the new payment will result in negative amortization, a statement that the new payment will not be allocated to principal and that only part of the interest will be paid, which will add to the loan balance? If the new payment will result in negative amortization because of the rate adjustment, a statement of the payment required to fully amortize the remaining balance over the remainder of the term? [12 CFR 1026.20(d)(2)(vii)]
l. The circumstances in which a prepayment penalty may be imposed, the time period during which it may be imposed, and a statement that the consumer may contact the servicer for additional information? [12 CFR 1026.20(d)(2)(viii)]
m. A telephone number of the creditor, assignee, or servicer if the consumer is unable to make the new payment and alternatives to paying at the new rate? [12 CFR 1026.20(d)(2)(ix), (x)]
n. A Web address to the CFPB’s or HUD’s approved list of homeownership counselors and counseling organizations, the HUD toll-free number to access the HUD list of homeownership counselors and counseling organizations, and CFPB Web site to access state housing finance authorities’ contact information? [12 CFR 1026.20(d)(2)(xi)]
	
	
	

	15. Were the initial rate adjustment disclosures required above provided in the form of a table that is substantially similar to forms H-4(D)(3) and (4) in appendix H to 12 CFR 1026 and provided as a separate document from all other written materials? [12 CFR 1026.20(d)(3), 1026.17(a)(1)]
	
	
	

	16. If the adjustment of interest rates under the loan contract results in a corresponding adjustment to the payment (including an ARM conversion to fixed-rate if payments change), did the creditor, assignee, or servicer provide the following disclosures, unless otherwise exempt: [12 CFR 1026.20(c)] 
a. An explanation that, by the loan terms, the current rate is scheduled to expire, the new rate’s effective date, and the resulting payment change, when future rate adjustments are scheduled to occur and any other changes to loan terms, features, or options? [12 CFR 1026.20(c)(2)(i)]
b. A table explaining the current and new interest rates and payments, and the date the first new payment is due? [12 CFR 1026.20(c)(2)(ii)] 
Note: For interest-only and negative amortization ARMs, the table must include how the current and new rates and payment will be allocated to interest, principal, and escrow (if applicable). [12 CFR 1026.20(c)(2)(ii)(C)]
c. An explanation of how the interest rate is determined, including the specific index or formula and a source of information about that index; and the type and amount of any adjustment, including a margin and an explanation that a margin is the addition of a certain number of percentage points to the index and application of previously forgone rate increases? [12 CFR 1026.20(c)(2)(iii)]
d. Any limit on rate or payment increases for each of the loan’s rate adjustments, including the extent limits result in the creditor, assignee, or servicer forgoing any increase in the rate and the earliest date that such forgone interest rate increases may apply to future interest rate adjustments, subject to those limits? [12 CFR 1026.20(c)(2)(iv)]
e. An explanation of how the new payment was determined, including the index or formula used to determine the new interest rate? [12 CFR 1026.20(c)(2)(v)(A)]
f. Any adjustments to the index or formula, such as the addition of a margin? [12 CFR 1026.20(c)(2)(v)(B)]
g. The expected loan balance on the date of the interest rate adjustment? [12 CFR 1026.20(c)(2)(v)(C)]
h. The remaining loan term expected on the date of the interest rate adjustment and change to the term of the loan? [12 CFR 1026.20(c)(2)(v)(D)]
i. If applicable, a statement that the new payment will not be allocated to pay loan principal and will not reduce the balance? If the new payment will result in negative amortization, a statement that the new payment will not be allocated to principal and that only part of the interest will be paid, which will add to the loan balance? If the new payment will result in negative amortization because of the rate adjustment, a statement of the payment required to fully amortize the remaining balance over the remainder of the term? [12 CFR 1026.20(c)(2)(vi)]
j. The circumstances in which a prepayment penalty may be imposed, the time period during which it may be imposed, and a statement that the consumer may contact the servicer for additional information? [12 CFR 1026.20(c)(2)(vii)]
Note: A creditor, assignee, or servicer is not required to comply with this disclosure requirement if (1) it received the consumer’s notification to cease communication pursuant to section 805(c) of the Fair Debt Collection Practices Act, or (2) for, the first interest rate adjustment to an ARM, the first adjusted payment is due within 210 days after consummation and the new interest rate disclosed at consummation was not an estimate. [12 CFR 1026.20(c)(1)(ii)]
	
	
	

	17. Were the rate adjustment disclosures required under 12 CFR 1026.20(c) provided in the form of a table that is substantially similar to forms H-4(D)(1) and (2) in appendix H to 12 CFR 1026 and provided in accordance with the following timing requirements? [12 CFR 1026.20(c)(2), (3)]
a. If the payment changes with a rate change, the disclosures must be provided to consumers between 60 and 120 days before the first payment at the new rate is due?
b. If the payment change is caused by a rate change that is uniformly scheduled every 60 days (or more frequently), disclosures must be provided to consumers between 25 and 120 days before the first payment at the new rate?
c. If the ARM was originated before January 10, 2015, where the interest rate and payment are calculated based on an index that is available less than 45 days before the change, disclosures must be provided between 25 and 120 days before the first payment at the new rate is due?
d. If the payment adjustment occurs within 60 days of consummation and the new interest rate after adjustment provided at consummation was an estimate, disclosures are required as soon as practicable, but no later than 25 days before the first payment at the new rate is due?
	
	
	

	18. Has the creditor retained evidence of compliance with Regulation Z 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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