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Use this worksheet when reviewing open-end home-secured forms (including HELOCs and reverse mortgages, if applicable) for general, application, and account-opening disclosures, including electronic disclosures. To complete, review the forms 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 worksheets 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 9: Open-End Home-Secured Credit Forms Review

	Product type:
	

	
	Yes
	No
	NA

	1. Did the creditor make the disclosures clearly and conspicuously and, unless subject to an exception listed at 12 CFR 1026.5(a)(1)(ii)(A) or (B), in writing, in a form that the consumer may keep? [12 CFR 1026.5(a)(1)]
Note: Generally, the required 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. The disclosures required by 12 CFR 1026.60, 1026.40, and 1026.16 may be provided, however, 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 1026.5(a)(1)(iii)]
	
	
	

	2. Is the terminology used in providing the disclosures required by the open-end provisions of Regulation Z (12 CFR 1026.5) consistent? [12 CFR 1026.5(a)(2)(i)]
	
	
	

	3. For home-equity plans subject to 12 CFR 1026.40, are the terms “finance charge” and “annual percentage rate,” when required to be disclosed with a corresponding amount or percentage rate, more conspicuous than any other required disclosure? [12 CFR 1026.5(a)(2)(ii)]
Note: The terms need not be more conspicuous when used for periodic statement disclosures under 12 CFR 1026.7(a)(4) and for advertisements under 12 CFR 1026.16.
	
	
	

	4. If disclosures are required to be presented in a tabular format pursuant to 12 CFR 1026.5(a)(3), is the term “penalty APR” used, as applicable; and is the term “fixed,” or a similar term, not used to describe such rate unless the creditor also specifies a time period that the rate will be fixed and the rate will not increase during that period, or if no such time period is provided, the rate will not increase while the plan is open? If credit insurance or debt cancellation or debt suspension coverage is required as part of the plan, is the term “required” used and is the program identified by its name? [12 CFR 1026.5(a)(2)(iii)]
	
	
	

	5. Are disclosures grouped together and segregated from other disclosures and are they clear and conspicuous? [12 CFR 1026.40(a)(1)]
	
	
	

	6. Do the required disclosures of paragraph 12 CFR 1026.40(d)(1) through (4)(ii) precede the other disclosures? [12 CFR 1026.40(a)(2)]
	
	
	

	7. Is a home-equity brochure provided? [12 CFR 1026.40(e)]
	
	
	

	8. Does the disclosure state
a. that the consumer should retain a copy of the disclosures? [12 CFR 1026.40(d)(1)]
b. when the consumer must submit an application to obtain the specific terms disclosed? [12 CFR 1026.40(d)(2)(i)]
c. that terms that are subject to change before the plan opens, if applicable? [12 CFR 1026.40(d)(2)(i)]
d. that the consumer may receive a refund of all application fees if disclosed terms change before opening (other than a change due to fluctuations in the index in a variable rate plan)? [12 CFR 1026.40(d)(2)(ii)]
e. that the consumer’s dwelling secures the HELOC and that the loss of the dwelling may occur in the event of a default? [12 CFR 1026.40(d)(3)]
f. the creditor’s right to change, freeze, or terminate the account (and require payment of the balance in full) under certain conditions? [12 CFR 1026.40(d)(4)(i)]
g. that information about the conditions under which the adverse actions (in 12 CFR 1026.40(d)(4)(i)) may occur is available on request, or, alternatively, such conditions are disclosed? [12 CFR 1026.40(d)(4)(ii)]
h. payment terms? [12 CFR 1026.40(d)(5)]
i. a recent APR and that the APR does not include costs other than interest for fixed-rate plans? [12 CFR 1026.40(d)(6)]
j. an itemization of fees to open, use, or maintain the plan and when such fees are payable? [12 CFR 1026.40(d)(7)]
k. a GFE of total fees imposed by third parties to open the account? [12 CFR 1026.40(d)(8)]
l. that the consumer may receive a good faith itemization of third-party fees? [12 CFR 1026.40(d)(8)]
m. that negative amortization may occur and could increase the principal balance and reduce the consumer’s equity? [12 CFR 1026.40(d)(9)]
n. transaction requirements under the plan (e.g., limits on number of extensions and minimum draw requirements)? [12 CFR 1026.40(d)(10)]
o. that a tax adviser should be consulted? [12 CFR 1026.40(d)(11)]
	
	
	

	Variable Rate HELOC Disclosure Requirements
[12 CFR 1026.40(d)(12)(i)-(xii)]

	9. Does the disclosure state, as applicable,
a. that the APR, payment, or term may change? [12 CFR 1026.40(d)(12)(i)]
b. that the APR excludes costs other than interest? [12 CFR 1026.40(d)(12)(ii)]
c. the index used to make rate adjustments and its source? [12 CFR 1026.40(d)(12)(iii)]
d. how the APR will be determined? [12 CFR 1026.40(d)(12)(iv)]
e. that the consumer should request information on the current index value, margin, discount or premium, and APR? [12 CFR 1026.40(d)(12)(v)]
f. that the initial APR is discounted and the duration of the discount, if applicable? [12 CFR 1026.40(d)(12)(vi)]
g. the frequency of APR changes? [12 CFR 1026.40(d)(12)(vii)]
h. the rules relating to changes in the index, APR, and payment amount? [12 CFR 1026.40(d)(12)(viii)]
i. the lifetime rate cap and any annual (or more frequent) caps, or a statement that there is no annual limitation and a statement of the maximum APR that may be imposed under each payment option? [12 CFR 1026.40(d)(12)(ix)]
j. the minimum payment requirement, using the maximum APR in effect for a $10,000 balance, and the earliest date the maximum APR may be imposed? [12 CFR 1026.40(d)(12)(x)]
k. the historical example, based on a $10,000 balance, reflecting all significant plan terms? [12 CFR 1026.40(d)(12)(xi)]
l. that rate information will be provided on or with each periodic statement? [12 CFR 1026.40(d)(12)(xii)]
	
	
	

	Limitations on Home Equity Plans

	10. Is the APR based on an independent index for variable rate accounts? [12 CFR 1026.40(f)(1)(i)]
	
	
	

	11. Is the index available to the public? [12 CFR 1026.40(f)(1)(ii)]
	
	
	

	12. Are accounts terminated and repayment of the entire balance due before the end of the original term (other than reverse mortgages) only under the following conditions:
a. When there is fraud or material misrepresentation by the consumer in connection with the plan at any time, including during the application process, the draw period, or any repayment period?
b. When the consumer fails to meet the plan’s repayment terms?
c. When the consumer takes action or fails to act in a manner that adversely affects the bank’s security for the plan or any right in the security? [12 CFR 1026.40(f)(2)(iii)]
Note: Regulation O (12 CFR 215.5) requires, and Regulation Z permits, a demand feature in executive officer plans. [12 CFR 1026.40(f)(2)(iv)]
	
	
	

	13. Are the terms of an account only changed under the following circumstances:
a. When a specified change occurs when a specific event takes place, as provided for in the initial agreement?
b. When the index or margin is changed because the original index is no longer available?
c. When the consumer specifically agrees to a specified change in writing at the time of the change?
d. When any change unequivocally will benefit the consumer?
e. When changes made to the terms are insignificant? [12 CFR 1026.40(f)(3)(i)-(v)]
	
	
	

	14. Is the credit limit reduced, or are additional extensions of credit prohibited, only under the following circumstances: 
a. When the value of the dwelling securing the plan declines significantly below the appraised value?
b. When the consumer’s financial circumstances change materially and the creditor reasonably believes the consumer will be unable to meet the repayment obligations?
c. When the consumer defaults on any material obligation under the agreement?
d. When government action restricts an APR increase?
e. When the bank’s security interest is adversely affected because of government action to the extent that the security value is less than 120 percent of the credit line?
f. When the bank is notified by its regulatory agency that continued advances constitute an unsafe and unsound practice? [12 CFR 1026.40(f)(3)(vi)]
	
	
	

	Account-Opening Disclosures for HELOCs

	15. Does the creditor disclose, as applicable, the circumstances under which a finance charge will be imposed and an explanation of how it will be determined, including a statement of when finance charges begin to accrue and an explanation of whether or not any grace period exists? [12 CFR 1026.6(a)(1)(i)]
	
	
	

	16. Does the creditor disclose each periodic rate that may be used to compute the finance charge, the range of balances to which it is applicable, and the corresponding APR? [12 CFR 1026.6(a)(1)(ii)]
If a variable rate applies, does the creditor also disclose the circumstances under which the rate may increase, any limitations on the increase, and the effects of an increase? [12 CFR 1026.6(a)(1)(ii)]
When different periodic rates apply to different types of transactions, does the creditor disclose the types of transactions to which the periodic rates apply? [12 CFR 1026.6(a)(1)(ii)]
	
	
	

	17. Does the creditor disclose an explanation of the method used to determine the balance on which the finance charge may be computed? [12 CFR 1026.6(a)(1)(iii)]
	
	
	

	18. Does the creditor disclose an explanation of how the amount of any finance charge will be determined, including a description of how any finance charge other than the periodic rate will be determined? [12 CFR 1026.6(a)(1)(iv)]
	
	
	

	19. Is there a statement of the amount of charges other than a finance charge that may be imposed, or an explanation of how the charge will be determined? [12 CFR 1026.6(a)(2)]
	
	
	

	20. Are conditions for terminating the HELOC plan, for prohibiting additional credit, for reducing the credit limit, and for implementing changes provided? [12 CFR 1026.6(a)(3)(i)]
	
	
	

	21. Are the payment terms for the HELOC plan provided per 12 CFR 1026.40(d) (if terms for draw and repayment period are different, the terms for each must be disclosed, as applicable), including
a. the length of the draw period and any repayment period?
b. an explanation of how the minimum periodic payment will be computed?
c. the timing of periodic payments?
d.	if the periodic payment repays less than the balance or does not reduce principal (e.g., interest-only payments), a statement of that fact and that a balloon payment may or will result, as applicable? [12 CFR 1026.6(a)(3)(ii)]
	
	
	

	22. For the HELOC, is there a statement, if applicable, that negative amortization might occur, and that it increases the principal balance and reduces the consumer’s equity in the dwelling? [12 CFR 1026.6(a)(3)(iii)] 
	
	
	

	23. Is there a statement of transaction requirements for the HELOC? [12 CFR 1026.6(a)(3)(iv)]
	
	
	

	24. Is there a statement about tax implication and consulting a tax adviser for the HELOC? [12 CFR 1026.6(a)(3)(v)]
	
	
	

	25. Is there a statement that the APR does not include costs other than interest for the HELOC? [12 CFR 1026.6(a)(3)(vi)]
	
	
	

	26. Unless the disclosures provided with the application were in a form the consumer could keep and included a representative payment example for the category of payment option chosen by the consumer, are the following disclosures provided for variable rate HELOCs? [12 CFR 1026.6(a)(3)(vii)]
a. The rules relating to changes to the index, APR, changes in the payment amount, including information on payment limitations and carryover?
b. The minimum payment required (for both the draw and repayment periods) when the maximum APR is in effect for a $10,000 balance and the earliest date the maximum APR may be imposed?
c. An example based on a $10,000 balance, reflecting all significant plan terms and showing how the APR and the minimum periodic payment amount would have been affected during the most recent 15 years by changes in the index?
d. A statement that rate information will be provided on or with each periodic statement?
e.	An example based on a $10,000 balance and a recent APR showing the minimum periodic payment, any balloon payment, and the time it would take to repay the $10,000 balance making only the minimum payment while obtaining no additional credit? [12 CFR 1026.6(a)(3)(vii)]
	
	
	

	27. Has the fact that the creditor has or will acquire a security interest in the property purchased, or in other property identified by item or type, been disclosed? [12 CFR 1026.6(a)(4)]
	
	
	

	28. Is there a statement detailing consumer-billing rights and creditor’s responsibilities under 12 CFR 1026.12(c) and 1026.13 included, and is it substantially similar to the statement in Model Form G-3, or at the creditor’s option, G-3A in appendix G? [12 CFR 1026.6(a)(5)]
	
	
	

	29. Is the maximum interest rate disclosed when (a) in the case of closed-end credit, the APR may increase after consummation; or (b) in the case of open-end credit, the APR may increase during the plan. [12 CFR 1026.30(b)]
	
	
	

	Subsequent Disclosure Requirements
[12 CFR 1026.9]

	30. Does the bank mail or deliver the annual statement of billing rights at least once a year? [12 CFR 1026.9(a)(1)] Or is an alternative summary statement provided with each periodic statement? [12 CFR 1026.9(a)(2)]
	
	
	

	31. 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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