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Use this worksheet when reviewing HELOCs. To complete, review 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 12: Home Equity Line of Credit File Review

	Name of borrower:
	

	Account number:
	

	
	Yes
	No
	NA

	If the HELOC is a high-cost mortgage under 12 CFR 1026.32(a) begin here, but if the loan does not meet the high-cost triggers, proceed to question 8.
1. Are high-cost disclosures provided at least three business days before account opening? [12 CFR 1026.31(c)(1) and 1026.34(c)]
Note: For purposes of 12 CFR 1026.31(c), the term “business day” means all calendar days except Sundays and legal holidays. [12 CFR 1026.2(a)(6)]
	
	
	

	2. If the terms change before account opening so that the disclosures are inaccurate, are new disclosures provided at least three business days before account opening? [12 CFR 1026.31(c)(1)(i)] 
	
	
	

	3. Does any waiver of the three business day waiting period comply with 12 CFR 1026.31(c)(1)(iii) and bear the signature of all consumers entitled to the waiting period? [12 CFR 1026.31(c)(1)(iii)]
	
	
	

	4. Does the bank disclose the following in a conspicuous type size:
a. The required notice? [12 CFR 1026.32(c)(1)]
b. APR? [12 CFR 1026.32(c)(2)]
c. Examples of first minimum periodic payments for the draw period, first minimum periodic payment for any repayment period, balance outstanding at the beginning of any repayment period, any balloon payment and required statements? [12 CFR 1026.32(c)(3)(ii)]
d. Required information regarding the variable rate, if applicable? [12 CFR 1026.32(c)(4)]
e. The credit limit? [12 CFR 1026.32(c)(5)]
	
	
	

	5. Are these terms absent from the mortgage transaction:
a. Balloon payment, unless the payment adjustment results from a distinct repayment period that does not permit draws? [12 CFR 1026.32(d)(1), (d)(1)(iii)]
b. Negative amortization? [12 CFR 1026.32(d)(2)]
c. Advance payments of more than two periodic payments? [12 CFR 1026.32(d)(3)]
d. Increased interest rate after default? [12 CFR 1026.32(d)(4)]
e. Refund calculation by method less favorable than the actuarial method for rebates of interest arising from loan acceleration due to default? [12 CFR 1026.32(d)(5)]
f. Prepayment penalties as defined in 12 CFR 1026.32(b)(6)? [12 CFR 1026.32(d)(6)]
Note: Prepayment penalties do not include recovered conditionally waived bona fide third-party charges before the 36th month from consummation or account opening or, if an FHA insured loan, interest charged that is consistent with the monthly interest accrual amortization method.
g. Due-on-demand clause (unless an exception applies)? [12 CFR 1026.32(d)(8)]
	
	
	

	6. Does the bank
a. pay a contractor under a home improvement contract from mortgage proceeds only as allowed in 12 CFR 1026.34(a)(1)?
b. sell or assign a mortgage only when furnishing the required notice to assignee? [12 CFR 1026.34(a)(2)]
c. refinance a high-cost mortgage into another high-cost mortgage only after one year, unless in the consumer’s interest? [12 CFR 1026.34(a)(3)]
d. only make an open-end high-cost mortgage (except a temporary or bridge loan with a term of less than 12 months) if the consumer has the ability to repay based on the consumer’s current income, reasonably expected income, employment, assets other than the collateral, or current obligations, including any mortgage-related obligations secured by the same dwelling that secures the loan? [12 CFR 1026.34(a)(4)]
e. determine the consumer’s repayment ability for loans described in step 6.d above by verifying income or assets relied upon and current obligations? [12 CFR 1026.34(a)(4)(ii)]
f. receive written certification that the consumer received counseling from a HUD-approved counselor (or a state housing finance authority, if permitted by HUD) in compliance with 12 CFR 1026.34(a)(5) before extending credit? [12 CFR 1026.34(a)(5)]
g. refrain from recommending or encouraging a consumer to default on existing debt in order to refinance any portion into a high-cost mortgage? [12 CFR 1026.34(a)(6)]
h. refrain from charging a fee to modify, renew, extend, or defer payment due on a high-cost mortgage? [12 CFR 1026.34(a)(7)]
i. charge a late payment fee, only if permitted under the loan agreement, when a payment is not received by the end of the 15-day period beginning on payment due date (or, in the case when interest on each installment is to be paid in advance, the end of the 30-day period beginning on the payment due date), and only if the amount of the fee does not exceed 4 percent of the amount past due? [12 CFR 1026.34(a)(8)(i)-(iii)]
Note: Bank cannot pyramid by charging another late fee if delinquency consists only of prior late payment fee.
j. apply a separate late payment fee to payments outstanding until the default is cured, only if the agreement permits the bank to apply payments to any past due balance first? [12 CFR 1026.34(a)(8)(iv)]
k. provide payoff statements within five business days without charge (unless charging for at least the fifth payoff statement provided in a calendar year) and, if charging a fee for delivering the statement by fax or courier, charge the fee only after disclosing free delivery methods and at a cost comparable to similar services provided for non-high-cost mortgages? [12 CFR 1026.34(a)(9)]
l. extend a high-cost mortgage without financing charges that are points and fees as defined in 12 CFR 1026.32(b)(2)? [12 CFR 1026.34(a)(10)]
Note: Credit insurance premiums or debt cancellation/suspension fees that are points and fees under 12 CFR 1026.32(b)(2)(iv) are not considered financed when they are calculated and paid in full on a monthly basis.
	
	
	

	7. Has the creditor avoided structuring a loan that is otherwise a high-cost mortgage to evade the Regulation Z requirements? [12 CFR 1026.34(b)]
	
	
	

	8. Are the disclosures and brochure, which are required to be given at application, provided to the consumer or within three business days of receipt of an application in the case of applications contained in magazines or other publications or if the application is received through a broker or by telephone? [12 CFR 1026.40(b)]
Note: Generally, the disclosures required by subpart B 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 1026.40, however, 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 1026.5(a)(iii)]
	
	
	

	9. If a credit feature or credit device is added within 30 days after mailing or delivering the account-opening disclosures (including checks) or after 30 days (excluding checks) under the terms previously disclosed, does the bank indicate that the feature or device is for use in obtaining credit under the terms previously disclosed? [12 CFR 1026.9(b)(1)]
	
	
	

	10. If a credit feature or credit device, except for checks that access a credit card account, is added and the finance charge terms differ from those previously disclosed, are the 12 CFR 1026.6(a) disclosures for an added feature or credit device with different finance charge terms provided before the consumer uses the feature or device? [12 CFR 1026.9(b)(2)]
	
	
	

	11. If the HELOC is secured by the consumer’s principal dwelling (except a time-share plan), is the agreement devoid of any terms that would require arbitration or any other nonjudicial procedure to resolve a controversy or settle claims arising from the loan, or bar the consumer from bringing a claim in court for any federal statutory cause of action? [12 CFR 1026.36(h)]
	
	
	

	12. If there are premiums or fees for credit insurance in connection with a HELOC secured by the consumer’s principal dwelling (except a time-share plan), are the fees not financed, either directly or indirectly, by the creditor? [12 CFR 1026.36(i)]
Note: The prohibition does not apply if the credit insurance premiums or fees are calculated and paid in full on a monthly basis. [12 CFR 1026.36(i)]
	
	
	

	13. Did the creditor mail or deliver written notice of a change in any term required to be disclosed under 12 CFR 1026.6(a) or an increase in the required minimum periodic payment at least 15 days before the effective date of the change? [12 CFR 1026.9(c)(1)(i)]
Note: This notice is not required when the change involves a reduction of any component of a finance or other charge or when the change results from an agreement involving a court proceeding. [12 CFR 1026.9(c)(1)(ii)] 
The 15-day timing requirement does not apply if the consumer agreed to the change; the notice, however, still must be given. [12 CFR 1026.9(c)(1)(i)]
	
	
	

	14. If the creditor prohibits additional extensions of credit or reduces the credit limit, did the creditor mail or deliver notice of the action to each consumer who will be affected not later than three business days after such action is taken, and does the notice contain the specific reasons for the action and notice that the consumer must request reinstatement, if applicable? [12 CFR 1026.9(c)(1)(iii)]
	
	
	

	15. Are all fees refunded when the consumer rejects the plan because a term required to be disclosed (other than due to fluctuations in the index for a variable rate plan) changes before the plan is opened? [12 CFR 1026.40(g)]
	
	
	

	16. Does the bank collect only refundable fees, if any, from the consumer before the end of three business days from delivering the disclosures (six days from the date of mailing, if mailed)? [12 CFR 1026.40(h)]
	
	
	

	17. Has the bank refunded any fees that it collected from the consumer before it delivered the required disclosures if the consumer rejected the plan within three business days after receiving the disclosures (even if there is no change in the disclosed terms)? [12 CFR 1026.40(h)]
	
	
	

	18. Are payments credited to a consumer’s account as of the date of receipt, except when a delay in crediting does not result in a finance charge or other charge or as otherwise provided? [12 CFR 1026.10(a)]
	
	
	

	19. If a creditor specifies requirements for payments, are they reasonable and do they allow most consumers to make conforming payments? [12 CFR 1026.10(b)(1)]
	
	
	

	20. If the creditor sets a cutoff time for payments to be received by mail, by electronic means, by telephone, or in person, is the cutoff time 5 p.m. or later on the payment due date at the location specified by the creditor for the receipt of such payments? [12 CFR 1026.10(b)(2)(ii)]
	
	
	

	21. If a creditor specifies, on or with the periodic statement, requirements for the consumer to follow in making payments, but accepts a payment that does not conform to the requirements, is the payment credited within five days of receipt? [12 CFR 1026.10(b)(4)]
	
	
	

	22. If a creditor fails to credit a payment as required and imposes a finance or other charge, does the creditor credit the charge(s) to the consumer’s account during the next billing cycle? [12 CFR 1026.10(c)]
	
	
	

	23. If (due to a weekend or holiday, for example) a creditor does not receive or accept payments by mail on the due date for payments, does the creditor treat as timely a payment received on the next business day? [12 CFR 1026.10(d)(1)]
	
	
	

	24. In connection with a HELOC secured by a consumer’s dwelling, does the loan servicer provide an accurate statement of the total outstanding balance that would be required to satisfy the obligation in full as of a specific date within a reasonable time after receiving the request? [12 CFR 1026.36(c)(3)] 
Note: Under most circumstances, a reasonable time is no more than 7 business days after receipt of a written request. Exceptions apply if the loan is in bankruptcy or foreclosure, the loan is a reverse or share appreciation mortgage, or the delay is due to a natural disaster or similar event, but the servicer must provide the payoff statement within a reasonable time. Also, the payoff statement requirement does not apply to a creditor or assignee that does not currently own the loan or its servicing rights. [12 CFR 1026.36(c)(3)]
	
	
	

	25. If the account’s credit balance is in excess of $1, does the bank credit the amount to the consumer’s account and either refund any part of the remaining credit balance within seven business days from receiving a written request from the consumer; or if no written request is received and the credit remains for more than six months, make a good faith effort to refund the amount of the credit to the consumer by cash, check, money order, or credit to a deposit account of the consumer? [12 CFR 1026.11(a)]
	
	
	

	26. Did the creditor not terminate an account before its expiration date solely because the consumer did not incur a finance charge? [12 CFR 1026.11(b)(1)]
	
	
	

	27.	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. If there are multiple covered persons, has contact information been provided for each of them, 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)]
	
	
	

	28.	Is the mortgage transfer disclosure notice 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]; 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)]
	
	
	

	29.	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)]
	
	
	

	30.	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]
	
	
	

	31. In connection with any consumer credit transaction secured by the consumer’s principal dwelling, did the covered person refrain from attempting to directly or indirectly cause the value assigned to the consumer's principal dwelling to be based on any factor other than the independent judgment of a person that prepares valuations, including by any of the following actions: [12 CFR 1026.42(c)]
a. Refraining from seeking to influence a person who prepares a valuation to report a minimum or maximum value for the consumer's principal dwelling?
b. Refraining from withholding or threatening to withhold timely payment to a person who prepares a valuation or performs valuation management functions because the person does not value the consumer's principal dwelling at or above a certain amount?
c. Refraining from implying to a person who prepares valuations that current or future retention of the person depends on the amount at which the person estimates the value of the consumer's principal dwelling?
d. Refraining from excluding a person who prepares a valuation from consideration for future engagement because the person reports a value for the consumer's principal dwelling that does not meet or exceed a predetermined threshold?
e. Refraining from conditioning the compensation paid to a person who prepares a valuation on consummation of the covered transaction?
	
	
	

	32.	Does the person preparing the valuation refrain from materially misrepresenting the value of the consumer's principal dwelling? [12 CFR 1026.42(c)(2)(i)]
Note: A misrepresentation is material if it is likely to significantly affect the value assigned to the consumer's principal dwelling. A bona fide error shall not be a misrepresentation.
	
	
	

	33.	Did the person preparing the valuation refrain from falsifying the valuation or did other covered persons refrain from materially altering the valuation? [12 CFR 1026.42(c)(2)(ii)]
Note: An alteration is material if it is likely to significantly affect the value assigned to the consumer's principal dwelling.
	
	
	

	34.	Did the covered person refrain from inducing a person to materially misrepresent or falsify the value of a consumer’s principal dwelling? [12 CFR 1026.42(c)(2)(iii)]
	
	
	

	35.	To the extent applicable, did the person who prepared the valuations or performed the valuation management functions for a covered transaction refrain from having a direct or indirect interest, financial or otherwise, in the property or transaction for which the valuation is or will be performed? [12 CFR 1026.42(d)(1)(i)]
Note: No person violates 12 CFR 1026.42(d)(1)(i) solely because that person is an employee or affiliate of the creditor, or provides a settlement service in addition to preparing valuations or performing valuation management functions, or based solely on the fact that the person's affiliate performs another settlement service. There is a safe harbor based on the asset size of the creditor. If the conditions of the safe harbors are not met, whether 12 CFR 1026.42(d)(1)(i) is violated by the above persons or entities depends on all of the facts and circumstances. [Commentary 12 CFR 1026.42(d)(2)-1, (d)(3)-1, and (d)(4)(i)-1]
	
	
	

	36.	For any covered transaction in which the creditor had assets of more than $250 million as of December 31 for both of the past two calendar years, a person subject to 12 CFR 1026.42(d)(1)(i) who is employed by or affiliated with the creditor does not have a conflict of interest based on the person's employment or affiliate relationship with the creditor if the person meets all of the following conditions for the safe harbor: [12 CFR 1026.42(d)(2)]
a. The compensation of the person preparing a valuation or performing valuation management functions is not based on the value arrived at in any valuation.
b. The person preparing a valuation or performing valuation management functions reports to a person who is not part of the creditor's loan production function, as defined in 12 CFR 1026.42(d)(5)(i), and whose compensation is not based on the closing of the transaction to which the valuation relates.
c. No employee, officer, or director in the creditor's loan production function, as defined in 12 CFR 1026.42 (d)(5)(i), is directly or indirectly involved in selecting, retaining, recommending, or influencing the selection of the person to prepare a valuation or perform valuation management functions, or to be included in or excluded from a list of approved persons who prepare valuations or perform valuation management functions.
	
	
	

	37.For any covered transaction in which the creditor had assets of less than $250 million as of December 31 for both of the past two calendar years, a person subject to 12 CFR 1026.42(d)(1)(i) who is employed by or affiliated with the creditor does not have a conflict of interest based on the person's employment or affiliate relationship with the creditor if the person meets all of the following conditions for the safe harbor: [12 CFR 1026.42(d)(3)]
a. The compensation of the person preparing a valuation or performing valuation management functions is not based the value arrived at in any valuation.
b. The creditor requires that any employee, officer, or director of the creditor who orders, performs, or reviews a valuation for a covered transaction abstain from participating in any decision to approve, not approve, or set the terms of that transaction.
	
	
	

	38.	Does the person who prepares a valuation or performs valuation management functions in addition to performing another settlement service for the transaction, or whose affiliate performs another settlement service for the transaction, avoid a conflict of interest as a result of the person or the person's affiliate performing another settlement service for the transaction
a. for creditors with assets of more than $250 million as of December 31 for both of the past two calendar years, by meeting the conditions at step 36 a, b, and c? [12 CFR 1026.42(d)(4)]
b. for creditors with assets of $250 million or less as of December 31 for both of the past two calendar years, by meeting the conditions at step 37 a and b? [12 CFR 1026.42(d)(4)]
	
	
	

	39.	If the creditor did know at or before consummation of a violation of 12 CFR 1026.42(c) or (d) in connection with a valuation, did the creditor refrain from extending credit based on the valuation, unless the creditor documented that it acted with reasonable diligence to determine that the valuation did not materially misstate or misrepresent the value of the consumer's principal dwelling? [12 CFR 1026.42(e)]
Note: For purposes of 12 CFR 1026.42(e), a valuation materially misstates or misrepresents the value of the consumer's principal dwelling if the valuation contains a misstatement or misrepresentation that affects the credit decision or the terms on which credit is extended.
	
	
	

	40.	Did the creditor and its agents compensate a fee appraiser for performing appraisal services at a rate that is customary and reasonable for comparable appraisal services performed in the geographic market of the property being appraised? [12 CFR 1026.42(f)(1)]
Note: For purposes of 12 CFR 1026.42(f) “agents” of the creditor do not include any fee appraiser as defined in section 12 CFR 1026.42(f)(4)(i). (In most cases the “agent” will be an appraisal management company to which the creditor has outsourced the valuation function.) 
	
	
	

	41.	If the creditor reasonably believes an appraiser has not complied with the Uniform Standards of Professional Appraisal Practice or ethical or professional requirements for appraisers under applicable state or federal statutes or regulations, did the creditor refer the matter within a reasonable period of time to the appropriate state agency if the failure to comply is material? [12 CFR 1026.42(g)(1)]
Note: For purposes of 12 CFR 1026.42(g), a failure to comply is material if it is likely to significantly affect the value assigned to the consumer's principal dwelling.
	
	
	

	42.	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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