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Section 1: Manual Notes 

Introduction 

     This manual only contains the Loan Estimate fields that impact ARM loans. This manual 
contains the following items: 

Form Instructions 

     Each section begins with a synopsis of the requirements of the regulation as prepared by Young 
& Associates. Inc.  

Regulatory Text 

     “Regulatory Text” is the regulatory language for that section. Items in bold are included to 
assist the reader in finding items on the page.   

Regulatory Commentary 

     “Regulatory Commentary” is the commentary text from the regulation for that section. All 
commentary is in italics. 

CFPB Small Entity Guide 

Sections of the Small Entity Guide, have been included where appropriate. Footnotes have 
been removed, and not all portions of the Guide are included - we have made editorial decisions 
based on relevance. 
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Section 1: 
Loan Estimate Timing and Provision of Disclosures 

12 CFR § 1026.19(e)(i) – (v) 

Introduction 

The regulation has many parts and pieces to the timing requirements. We are only discussion 
certain sections of the requirements for the Loan Estimate. 

Regulatory Discussion - General 

The Loan Estimate form must be used (at least in the real world). 

The application definition includes the receipt of six specific items. They include the 
consumer’s name, monthly income, social security number to obtain a credit report, the property 
address, an estimate of the value of the property, and the mortgage loan amount sought. 

Creditor and Broker - 12 CFR § 1026.19(e)(i) – (ii)  

Omitted. 

Timing - 12 CFR § 1026.19(e)(iii) 

Regulatory Discussion 

The Loan Estimate must be completed within three business days of application. Business day 
is any day you are open for substantially all business, meaning many institutions will not count 
Saturday as part of the three business days. The application date is day zero for purposes of this 
requirement. 

The Loan Estimate must be mailed or delivered at least seven days prior to closing. For this 
seven-day calculation, all days count except for Sundays and legal holidays. Whether the 
institution is open for business is not material. 

The loan may close on the seventh day, although this requires following the timing rules for 
the Closing Disclosure as well.  This is unlikely. 

http://www.younginc.com/


CBC Program - ARM Loans  

Young & Associates, Inc. •  www.younginc.com • Page 5 

Regulatory Text 

(e) Mortgage loans - early disclosures  

(1) Provision of disclosures 

***** 

(iii) Timing.  

(A) The creditor shall deliver or place in the mail the disclosures required under 
paragraph (e)(1)(i) of this section not later than the third business day after the 
creditor receives the consumer’s application, as defined in § 1026.2(a)(3). 

(B) Except as set forth in paragraph (e)(1)(iii)(C) of this section, the creditor shall deliver 
or place in the mail the disclosures required under paragraph (e)(1)(i) of this section 
not later than the seventh business day before consummation of the transaction. 

(C) For a transaction secured by a consumer’s interest in a timeshare plan described in 
11 U.S.C. 101(53D), paragraph (e)(1)(iii)(B) of this section does not apply. 

Regulatory Commentary   

1. Timing and use of estimates. The disclosures required by § 1026.19(e)(1)(i) must be delivered 
not later than three business days after the creditor receives the consumer’s application. For 
example, if an application is received on Monday, the creditor satisfies this requirement by 
either hand delivering the disclosures on or before Thursday, or placing them in the mail on or 
before Thursday, assuming each weekday is a business day. For purposes of § 
1026.19(e)(1)(iii)(A), the term “business day” means a day on which the creditor’s offices are 
open to the public for carrying out substantially all of its business functions. See § 1026.2(a)(6). 

2. Waiting period. The seven-business-day waiting period begins when the creditor delivers the 
disclosures or places them in the mail, not when the consumer receives or is considered to have 
received the disclosures. For example, if a creditor delivers the early disclosures to the consumer 
in person or places them in the mail on Monday, June 1, consummation may occur on or after 
Tuesday, June 9, the seventh business day following delivery or mailing of the early disclosures, 
because, for the purposes of § 1026.19(e)(1)(iii)(B), Saturday is a business day, pursuant to § 
1026.2(a)(6).  

3. Denied or withdrawn applications. The creditor may determine within the three business-
day period that the application will not or cannot be approved on the terms requested, such as 
when a consumer’s credit score is lower than the minimum score required for the terms the 
consumer applied for, or the consumer applies for a type or amount of credit that the creditor 
does not offer. In that case, or if the consumer withdraws the application within the three 
business-day period by, for instance, informing the creditor that he intends to take out a loan 
from another creditor within the three-business-day period, the creditor need not make the 
disclosures required under § 1026.19(e)(1)(i). If the creditor fails to provide early disclosures 
and the transaction is later consummated on the terms originally applied for, then the creditor 
does not comply with § 1026.19(e)(1)(i). If, however, the consumer amends the application 
because of the creditor’s unwillingness to approve it on the terms originally applied for, no 
violation occurs for not providing disclosures based on those original terms. But the amended 
application is a new application subject to § 1026.19(e)(1)(i). 
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4. Timeshares. If consummation occurs within three business days after a creditor’s receipt of an 
application for a transaction that is secured by a consumer’s interest in a timeshare plan 
described in 11 U.S.C. 101(53D), a creditor complies with § 1026.19(e)(1)(iii) by providing the 
disclosures required under § 1026.19(f)(1)(i) instead of the disclosures required under § 
1026.19(e)(1)(i). 

5. Multiple-advance construction loans. Section 1026.19(e)(1)(iii) generally requires a creditor 
to deliver the Loan Estimate or place it in the mail not later than the third business day after 
the creditor receives the consumer’s application and not later than the seventh business day 
before consummation. When a multiple-advance loan to finance the construction of a dwelling 
may be permanently financed by the same creditor, § 1026.17(c)(6)(ii) and comment 17(c)(6)-2 
permit creditors to treat the construction phase and the permanent phase as either one 
transaction, with one combined disclosure, or more than one transaction, with a separate 
disclosure for each transaction. For construction–permanent transactions disclosed as one 
transaction, the creditor complies with § 1026.19(e)(1)(iii) by delivering or placing in the mail 
one combined disclosure required by § 1026.19(e)(1)(i) not later than the third business day after 
the creditor receives an application and not later than the seventh business day before 
consummation. For construction - permanent transactions disclosed as a separate construction 
phase and a separate permanent phase for which an application for the both construction and 
permanent financing has been received, the creditor complies with § 1026.19(e)(1)(iii) by 
delivering or placing in the mail the separate disclosures required by § 1026.19(e)(1)(i) for both 
the construction financing and the permanent financing not later than the third business day 
after the creditor receives the application and not later than the seventh business day before 
consummation. A creditor may also provide a separate disclosure required by § 1026.19(e)(1)(i) 
for the permanent phase before receiving an application for permanent financing at any time 
not later than the seventh business day before consummation. To illustrate: 

i.  Assume a creditor receives a consumer’s application for construction financing only on 
Monday, June 1. The creditor must deliver or place in the mail the disclosures required by 
§ 1026.19(e)(1)(i) for only the construction financing no later than Thursday, June 4, the 
third business day after the creditor received the consumer’s application, and not later than 
the seventh business day before consummation of the transaction. 

ii. Assume the creditor receives a consumer’s application for both construction and permanent 
financing on Monday, June 1. The creditor must deliver or place in the mail the disclosures 
required by § 1026.19(e)(1)(i) for both the construction and permanent financing, disclosed 
as either one transaction or separate transactions, no later than Thursday, June 4, the third 
business day after the creditor received the consumer’s application, and not later than the 
seventh business day before consummation of the transaction. 

iii. Assume the creditor receives a consumer’s application for construction financing only on 
Monday, June 1. Assume further that the creditor receives the consumer’s application for 
permanent financing on Monday, June 8. The creditor must deliver or place in the mail the 
disclosures required by § 1026.19(e)(1)(i) for the construction financing no later than 
Thursday, June 4, the third business day after the creditor received the consumer’s 
application for the construction financing only, and not later than the seventh business day 
before consummation of the construction transaction. The creditor must deliver or place in 
the mail the disclosures required by § 1026.19(e)(1)(i) for the permanent financing no later 
than Thursday, June 11, the third business day after the creditor received the consumer’s 
application for the permanent financing, and not later than the seventh business day before 
consummation of the permanent financing transaction. 
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iv. Assume the same facts as in comment 19(e)(1)(iii)-5.ii, under which the creditor provides the 
disclosures required by § 1026.19(e)(1)(i) for both construction financing and permanent 
financing. If the creditor generally conducts separate closings for the construction financing 
and the permanent financing or expects that the construction financing and the permanent 
financing may have separate closings, providing separate Loan Estimates for the 
construction financing and for the permanent financing allows the creditor to deliver 
separate Closing Disclosures for the separate phases. For example, assume further that the 
consumer has requested permanent financing after receiving separate Loan Estimates for 
the construction financing and for the permanent financing, that consummation of the 
construction financing is scheduled for July 1, and that consummation of the permanent 
financing is scheduled on or about June 1 of the following year. The creditor may provide 
the construction financing Closing Disclosure at least three business days before 
consummation of that transaction on July 1 and delay providing the permanent financing 
Closing Disclosure until three business days before consummation of that transaction on or 
about June 1 of the following year, in accordance with § 1026.19(f)(1)(ii). The creditor may 
also issue a revised Loan Estimate for the permanent financing at any time prior to 60 days 
before consummation, following the procedures under § 1026.19(e)(3)(iv)(F).  

Receipt of Early Disclosures - § 1026.19(e)(1)(iv) 

Regulatory Discussion 

If the Loan Estimate is snail mailed, the applicant is considered (absent proof to the contrary) 
to have received the disclosure after day three.   

If the Loan Estimate is e-mailed (using the E-Sign Act), the applicant is considered (absent 
proof to the contrary) to have received the disclosure after day three. With current technology, it 
is likely that evidence will be received prior to this time. 

Regulatory Text 

(e) Mortgage loans - early disclosures  

(1) Provision of disclosures 

***** 

(iv) Receipt of early disclosures. If any disclosures required under paragraph (e)(1)(i) of 
this section are not provided to the consumer in person, the consumer is considered to 
have received the disclosures three business days after they are delivered or placed in 
the mail. 

Regulatory Commentary 

1. Mail delivery. Section 1026.19(e)(1)(iv) provides that, if any disclosures required under § 
1026.19(e)(1)(i) are not provided to the consumer in person, the consumer is considered to have 
received the disclosures three business days after they are delivered or placed in the mail. The 
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creditor may, alternatively, rely on evidence that the consumer received the disclosures earlier 
than three business days. For example, if the creditor sends the disclosures via overnight mail 
on Monday, and the consumer signs for receipt of the overnight delivery on Tuesday, the creditor 
could demonstrate that the disclosures were received on Tuesday. 

2. Electronic delivery. The three-business-day period provided in § 1026.19(e)(1)(iv) applies to 
methods of electronic delivery, such as email. For example, if a creditor sends the disclosures 
required under § 1026.19(e) via email on Monday, pursuant to § 1026.19(e)(1)(iv) the consumer 
is considered to have received the disclosures on Thursday, three business days later. The 
creditor may, alternatively, rely on evidence that the consumer received the emailed disclosures 
earlier. For example, if the creditor emails the disclosures at 1 p.m. on Tuesday, the consumer 
emails the creditor with an acknowledgement of receipt of the disclosures at 5 p.m. on the same 
day, the creditor could demonstrate that the disclosures were received on the same day. 
Creditors using electronic delivery methods, such as email, must also comply with § 
1026.37(o)(3)(iii), which provides that the disclosures in § 1026.37 may be provided to the 
consumer in electronic form, subject to compliance with the consumer consent and other 
applicable provisions of the E-Sign Act. For example, if a creditor delivers the disclosures 
required under § 1026.19(e)(1)(i) to a consumer via email, but the creditor did not obtain the 
consumer’s consent to receive disclosures via email prior to delivering the disclosures, then the 
creditor does not comply with § 1026.37(o)(3)(iii), and the creditor does not comply with § 
1026.19(e)(1)(i), assuming the disclosures were not provided in a different manner in 
accordance with the timing requirements of § 1026.19(e)(1)(iii). 

Consumer’s Waiver of Waiting Period before Consummation - § 
1026.19(e)(1)(v) 

Omitted. 
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Section 2: 
Shopping for a Settlement Service  

and Provision of Disclosures 
12 CFR § 1026.19(e)(1)(vi)  

Shopping Permitted - § 1026.19(e)(1)(vi)(A) 

Omitted. 

Disclosure of Services - § 1026.19(e)(1)(vi)(B) 

Omitted. 

Written List of Providers - § 1026.19(e)(1)(vi)(C) 

Omitted.
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Section 3: 
Imposition of Fees and Pre-Disclosure Activity 

12 CFR § 1026.19(e)(2) 

Imposition of Fees - § 1026.19(e)(2)(i)(A) and (B)  

Omitted. 

Pre-Disclosure Activity – Written Information Provided to Consumer 
- § 1026.19(e)(2)(ii) 

Omitted. 

Pre-Disclosure Activity – Verification Information - § 
1026.19(e)(2)(iii) 

Omitted. 
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Section 4: 
Good Faith Determination -  

Estimates of Closing Costs 
12 CFR § 1026.19(e)(3)(i) – (iii) 

0% Tolerance Rule - 12 CFR § 1026.19(e)(3)(i) 

Omitted. 

10% Tolerance Rule - 12 CFR § 1026.19(e)(3)(ii)  

Omitted. 

Unlimited Tolerance Rule - 12 CFR § 1026.19(e)(3)(iii)  

Omitted. 
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Section 5: 
Revised Estimates 

12 CFR § 1026.19(e)(3)(iv) 

Revised Estimates – General – 12 CFR § 1026.19(e)(3)(iv) 

Regulatory Discussion 

A revised Loan Estimate is required to be issued when the institution has knowledge that 
there is a changed circumstance that will result in a good faith violation. This generally is a 
situation in which there is an unanticipated change. 

A revised Loan Estimate may be issued at any time, however, if the Loan Estimate was only 
for courtesy purposes (not required), and the Loan Estimate was issued even though the changed 
circumstance would not create a good faith violation, then the original Loan Estimate is used for 
the purpose of determining the good faith violation issues.  

Regulatory Text  

(e) Mortgage loans - early disclosures 

***** 

(3) Good faith determination for estimates of closing costs 

***** 

(iv) Revised estimates. For the purpose of determining good faith under paragraph (e)(3)(i) 
and (ii) of this section, a creditor may use a revised estimate of a charge instead of the 
estimate of the charge originally disclosed under paragraph (e)(1)(i) of this section if the 
revision is due to any of the following reasons: 

Regulatory Commentary 

1. Requirement. Pursuant to § 1026.19(e)(3)(i) and (ii), good faith is determined by calculating 
the difference between the estimated charges originally provided pursuant to § 1026.19(e)(1)(i) 
and the actual charges paid by or imposed on the consumer. Section 1026.19(e)(3)(iv) provides 
the exception to this rule. Pursuant to § 1026.19(e)(3)(iv), for purposes of determining good faith 
under § 1026.19(e)(3)(i) and (ii), the creditor may use a revised estimate of a charge instead of 
the amount originally disclosed under § 1026.19(e)(1)(i) if the revision is due to one of the 
reasons set forth in § 1026.19(e)(3)(iv)(A) through (F). 

2. Actual increase. A creditor may determine good faith under § 1026.19(e)(3)(i) and (ii) based 
on the increased charges reflected on revised disclosures only to the extent that the reason for 
revision, as identified in § 1026.19(e)(3)(iv)(A) through (F), actually increased the particular 
charge. For example, if a consumer requests a rate lock extension, then the revised disclosures 
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on which a creditor relies for purposes of determining good faith under § 1026.19(e)(3)(i) may 
reflect a new rate lock extension fee, but the fee may be no more than the rate lock extension fee 
charged by the creditor in its usual course of business, and the creditor may not rely on changes 
to other charges unrelated to the rate lock extension for purposes of determining good faith under 
§ 1026.19(e)(3)(i) and (ii). 

3. Documentation requirement. In order to comply with § 1026.25, creditors must retain records 
demonstrating compliance with the requirements of § 1026.19(e). For example, if revised 
disclosures are provided because of a changed circumstance under § 1026.19(e)(3)(iv)(A) 
affecting settlement costs, the creditor must be able to show compliance with § 1026.19(e) by 
documenting the original estimate of the cost at issue, explaining the reason for revision and 
how it affected settlement costs, showing that the corrected disclosure increased the estimate 
only to the extent that the reason for revision actually increased the cost, and showing that the 
timing requirements of § 1026.19(e)(4) were satisfied. However, the documentation requirement 
does not require separate corrected disclosures for each change. A creditor may provide corrected 
disclosures reflecting multiple changed circumstances, provided that the creditor’s 
documentation demonstrates that each correction complies with the requirements of § 
1026.19(e). 

4. Revised disclosures for general informational purposes. Section 1026.19(e)(3)(iv) does not 
prohibit the creditor from issuing revised disclosures for informational purposes, e.g., to keep 
the consumer apprised of updated information, even if the revised disclosures may not be used 
for purposes of determining good faith under § 1026.19(e)(3)(i) and (ii). See comment 
19(e)(3)(iv)(A)-1.ii for an example in which the creditor issues revised disclosures even though 
the sum of all costs subject to the 10 percent tolerance category has not increased by more than 
10 percent. 

5. Best information reasonably available. Regardless of whether a creditor may use particular 
disclosures for purposes of determining good faith under § 1026.19(e)(3)(i) and (ii), except as 
otherwise provided in § 1026.19(e), any disclosures must be based on the best information 
reasonably available to the creditor at the time they are provided to the consumer. See § 
1026.17(c)(2)(i) and comment 17(c)(2)(i)-1. For example, if the creditor issues revised disclosures 
reflecting a new rate lock extension fee for purposes of determining good faith under § 
1026.19(e)(3)(i), other charges unrelated to the rate lock extension must be reflected on the 
revised disclosures based on the best information reasonably available to the creditor at the time 
the revised disclosures are provided. Nonetheless, any increases in those other charges unrelated 
to the rate lock extension may not be used for the purposes of determining good faith under § 
1026.19(e)(3). 

Revised Estimates – Changed Circumstances - 12 CFR § 
1026.19(e)(3)(iv)(A) 

Regulatory Discussion 

A revised Loan Estimate is required to be issued when the institution has knowledge that 
there is a changed circumstance that will result in a good faith violation. This section describes 
the requirements for a changed circumstance. 

A changed circumstance may also be a situation in which the customer and/or property does 
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not qualify for the original loan type requested, and there is a change as a result.  

A revised Loan Estimate may be issued at any time, however, if the Loan Estimate was only 
for courtesy purposes (not required), and the Loan Estimate was issued even though the changed 
circumstance would not create a good faith violation, then the original Loan Estimate is used for 
the purpose of determining the good faith violation issues.  

Regulatory Text  

(e) Mortgage loans - early disclosures 

***** 

(3) Good faith determination for estimates of closing costs 

 ***** 

(iv) Revised estimates. For the purpose of determining good faith under paragraph (e)(3)(i) 
and (ii) of this section, a creditor may use a revised estimate of a charge instead of the 
estimate of the charge originally disclosed under paragraph (e)(1)(i) of this section if the 
revision is due to any of the following reasons: 

(A) Changed circumstance affecting settlement charges. Changed circumstances 
cause the estimated charges to increase or, in the case of estimated charges 
identified in paragraph (e)(3)(ii) of this section, cause the aggregate amount of such 
charges to increase by more than 10 percent. For purposes of this paragraph, 
“changed circumstance” means: 

(1) An extraordinary event beyond the control of any interested party or other 
unexpected event specific to the consumer or transaction; 

(2) Information specific to the consumer or transaction that the creditor relied upon 
when providing the disclosures required under paragraph (e)(1)(i) of this section and 
that was inaccurate or changed after the disclosures were provided; or 

(3) New information specific to the consumer or transaction that the creditor did not 
rely on when providing the original disclosures required under paragraph (e)(1)(i) 
of this section. 

Regulatory Commentary 

1. Requirement. For the purpose of determining good faith under § 1026.19(e)(3)(i) and (ii), revised 
charges are compared to actual charges if the revision was caused by a changed circumstance. 
See also comment 19(e)(3)(iv)(A)-2 regarding the definition of a changed circumstance. The 
following examples illustrate the application of this provision: 

i.  Charges subject to the zero percent tolerance category. Assume a creditor provides a $200 
estimated appraisal fee pursuant to § 1026.19(e)(1)(i), which will be paid to an affiliated 
appraiser and therefore may not increase for purposes of determining good faith under § 
1026.19(e)(3)(i), except as provided in § 1026.19(e)(3)(iv). The estimate was based on information 
provided by the consumer at application, which included information indicating that the subject 
property was a single-family dwelling. Upon arrival at the subject property, the appraiser 
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discovers that the property is actually a single-family dwelling located on a farm. A different 
schedule of appraisal fees applies to residences located on farms. A changed circumstance has 
occurred (i.e., information provided by the consumer is found to be inaccurate after the 
disclosures required under § 1026.19(e)(1)(i) were provided), which caused an increase in the 
cost of the appraisal. Therefore, if the creditor issues revised disclosures with the corrected 
appraisal fee, the actual appraisal fee of $400 paid at the real estate closing by the consumer 
will be compared to the revised appraisal fee of $400 to determine if the actual fee has increased 
above the estimated fee. However, if the creditor failed to provide revised disclosures, then the 
actual appraisal fee of $400 must be compared to the originally disclosed estimated appraisal 
fee of $200. 

ii. Charges subject to the ten percent tolerance category. Assume a creditor provides a 
$400 estimate of title fees, which are included in the category of fees which may not increase 
by more than 10 percent for the purposes of determining good faith under § 1026.19(e)(3)(ii), 
except as provided in § 1026.19(e)(3)(iv). An unreleased lien is discovered, and the title 
company must perform additional work to release the lien. However, the additional costs 
amount to only a five percent increase over the sum of all fees included in the category of fees 
which may not increase by more than 10 percent. A changed circumstance has occurred (i.e., 
new information), but the sum of all costs subject to the 10 percent tolerance category has 
not increased by more than 10 percent. Section 1026.19(e)(3)(iv) does not prohibit the 
creditor from issuing revised disclosures, but if the creditor issues revised disclosures in this 
scenario, when the disclosures required by § 1026.19(f)(1)(i) are delivered, the actual title 
fees of $500 may not be compared to the revised title fees of $500; they must be compared to 
the originally estimated title fees of $400 because the changed circumstance did not cause 
the sum of all costs subject to the 10 percent tolerance category to increase by more than 10 
percent. 

2. Changed circumstance. A changed circumstance may be an extraordinary event beyond the 
control of any interested party. For example, a war or a natural disaster would be an 
extraordinary event beyond the control of an interested party. A changed circumstance may also 
be an unexpected event specific to the consumer or the transaction. For example, if the creditor 
provided an estimate of title insurance on the disclosures required under § 1026.19(e)(1)(i), but 
the title insurer goes out of business during underwriting, then this unexpected event specific to 
the transaction is a changed circumstance. A changed circumstance may also be information 
specific to the consumer or transaction that the creditor relied upon when providing the 
disclosures required under § 1026.19(e)(1)(i) and that was inaccurate or changed after the 
disclosures were provided. For example, if the creditor relied on the consumer’s income when 
providing the disclosures required under § 1026.19(e)(1)(i), and the consumer represented to the 
creditor that the consumer had an annual income of $90,000, but underwriting determines that 
the consumer’s annual income is only $80,000, then this inaccuracy in information relied upon 
is a changed circumstance. Or assume two co-applicants applied for a mortgage loan. One 
applicant’s income was $30,000, while the other applicant’s income was $50,000. If the creditor 
relied on the combined income of $80,000 when providing the disclosures required under § 
1026.19(e)(1)(i), but the applicant earning $30,000 becomes unemployed during underwriting, 
thereby reducing the combined income to $50,000, then this change in information relied upon 
is a changed circumstance. A changed circumstance may also be the discovery of new 
information specific to the consumer or transaction that the creditor did not rely on when 
providing the original disclosures required under § 1026.19(e)(1)(i). For example, if the creditor 
relied upon the value of the property in providing the disclosures required under § 
1026.19(e)(1)(i), but during underwriting a neighbor of the seller, upon learning of the 
impending sale of the property, files a claim contesting the boundary of the property to be sold, 
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then this new information specific to the transaction is a changed circumstance. 

3. Six pieces of information presumed collected, but not required. Section 1026.19(e)(1)(iii) 
requires creditors to deliver the disclosures not later than the third business day after the 
creditor receives the consumer’s application, which consists of the six pieces of information 
identified in § 1026.2(a)(3)(ii). A creditor is not required to collect the consumer’s name, monthly 
income, social security number to obtain a credit report, the property address, an estimate of the 
value of the property, or the mortgage loan amount sought. However, for purposes of 
determining whether an estimate is provided in good faith under § 1026.19(e)(1)(i), a creditor 
is presumed to have collected these six pieces of information. For example, if a creditor provides 
the disclosures required by § 1026.19(e)(1)(i) prior to receiving the property address from the 
consumer, the creditor cannot subsequently claim that the receipt of the property address is a 
changed circumstance pursuant to § 1026.19(e)(3)(iv)(A) or (B). 

Revised Estimates – Changed Circumstances Affecting Eligibility - 
12 CFR § 1026.19(e)(3)(iv)(B) 

Regulatory Discussion 

A revised Loan Estimate is required to be issued when the institution has knowledge that 
there is a changed circumstance that will result in a good faith violation. This generally is a 
situation in which there is an unanticipated change. 

A changed circumstance may also be a situation in which the customer and/or property does 
not qualify for the original loan type requested, and there is a change as a result.  

A new Loan Estimate must be issued if there is a Loan Level Price Adjustment based on 
circumstances not known at the time of the previous Loan Estimate.  

Regulatory Text  

(e) Mortgage loans - early disclosures 

***** 

(3) Good faith determination for estimates of closing costs  

***** 

(iv) Revised estimates. For the purpose of determining good faith under paragraph 
(e)(3)(i) and (ii) of this section, a creditor may use a revised estimate of a charge instead 
of the estimate of the charge originally disclosed under paragraph (e)(1)(i) of this section 
if the revision is due to any of the following reasons: 

 ***** 

(B) Changed circumstance affecting eligibility. The consumer is ineligible for an 
estimated charge previously disclosed because a changed circumstance, as defined 
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under paragraph (e)(3)(iv)(A) of this section, affected the consumer’s 
creditworthiness or the value of the security for the loan. 

Regulatory Commentary 

1. Requirement. If changed circumstances cause a change in the consumer’s eligibility for specific 
loan terms disclosed pursuant to § 1026.19(e)(1)(i) and revised disclosures are provided because 
the change in eligibility resulted in increased cost for a settlement service beyond the applicable 
tolerance threshold, the charge paid by or imposed on the consumer for the settlement service 
for which cost increased due to the change in eligibility is compared to the revised estimated 
cost for the settlement service to determine if the actual fee has increased above the estimated 
fee. For example, assume that, prior to providing the disclosures required by § 1026.19(e)(1)(i), 
the creditor believed that the consumer was eligible for a loan program that did not require an 
appraisal. The creditor then provides the estimated disclosures required by § 1026.19(e)(1)(i), 
which do not include an estimated charge for an appraisal. During underwriting it is discovered 
that the consumer was delinquent on mortgage loan payments in the past, making the consumer 
ineligible for the loan program originally identified on the estimated disclosures, but the 
consumer remains eligible for a different program that requires an appraisal. If the creditor 
provides revised disclosures reflecting the new program and including the appraisal fee, then 
the actual appraisal fee will be compared to the appraisal fee included in the revised disclosures 
to determine if the actual fee has increased above the estimated fee. However, if the revised 
disclosures also include increased estimates for title fees, the actual title fees must be compared 
to the original estimates assuming that the increased title fees do not stem from the change in 
eligibility or any other change warranting a revised disclosure. See also § 1026.19(e)(3)(iv)(A) 
and comment 19(e)(3)(iv)(A)-2 regarding the definition of changed circumstances. 

Revised Estimates – Revision Requested by the Applicant - 12 CFR § 
1026.19(e)(3)(iv)(C) 

Regulatory Discussion 

A revised Loan Estimate is required to be issued when the institution has knowledge that 
there is a changed circumstance that will result in a good faith violation. This generally is a 
situation in which there is an unanticipated change. 

A new Loan Estimate may be issued due to a change requested by the applicant. 

Regulatory Text  

(e) Mortgage loans - early disclosures 

***** 

(3) Good faith determination for estimates of closing costs 

 ***** 
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(iv) Revised estimates. For the purpose of determining good faith under paragraph 
(e)(3)(i) and (ii) of this section, a creditor may use a revised estimate of a charge instead 
of the estimate of the charge originally disclosed under paragraph (e)(1)(i) of this section 
if the revision is due to any of the following reasons: 

 ***** 

(C) Revisions requested by the consumer. The consumer requests revisions to the 
credit terms or the settlement that cause an estimated charge to increase. 

Regulatory Commentary 

1. Requirement. If the consumer requests revisions to the transaction that affect items disclosed 
pursuant to § 1026.19(e)(1)(i), and the creditor provides revised disclosures reflecting the 
consumer’s requested changes, the final disclosures are compared to the revised disclosures to 
determine whether the actual fee has increased above the estimated fee. For example, assume 
that the consumer decides to grant a power of attorney authorizing a family member to 
consummate the transaction on the consumer’s behalf after the disclosures required under § 
1026.19(e)(1)(i) are provided. If the creditor provides revised disclosures reflecting the fee to 
record the power of attorney, then the actual charges will be compared to the revised charges to 
determine if the fees have increased. 

Revised Estimates – Interest Rate Dependent Charges - 12 CFR § 
1026.19(e)(3)(iv)(D) 

Regulatory Discussion 

A revised Loan Estimate is required to be issued when the institution has knowledge that 
there is a changed circumstance that will result in a good faith violation. This generally is a 
situation in which there is an unanticipated change. 

A new Loan Estimate must be issued if the interest rate that was floating is now locked. 

Regulatory Text 

(e) Mortgage loans - early disclosures 

***** 

(3) Good faith determination for estimates of closing costs 

 ***** 

(iv) Revised estimates. For the purpose of determining good faith under paragraph 
(e)(3)(i) and (ii) of this section, a creditor may use a revised estimate of a charge instead 
of the estimate of the charge originally disclosed under paragraph (e)(1)(i) of this section 
if the revision is due to any of the following reasons: 
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 ***** 

(D) Interest rate dependent charges. The points or lender credits change because 
the interest rate was not locked when the disclosures required under paragraph 
(e)(1)(i) of this section were provided. On the date the interest rate is locked, the 
creditor shall provide a revised version of the disclosures required under paragraph 
(e)(1)(i) of this section to the consumer with the revised interest rate, the points 
disclosed pursuant to § 1026.37(f)(1), lender credits, and any other interest rate 
dependent charges and terms. 

Regulatory Commentary 

1.  Requirements. If the interest rate is not locked when the disclosures required by § 
1026.19(e)(1)(i) are provided, then, no later than three business days after the date the interest 
rate is subsequently locked, § 1026.19(e)(3)(iv)(D) requires the creditor to provide a revised 
version of the disclosures required under § 1026.19(e)(1)(i) reflecting the revised interest rate, 
the points disclosed under § 1026.37(f)(1), lender credits, and any other interest rate dependent 
charges and terms. The following example illustrates this requirement: 

i.  Assume a creditor sets the interest rate by executing a rate lock agreement with the consumer. 
If such an agreement exists when the original disclosures required under § 1026.19(e)(1)(i) 
are provided, then the actual points and lender credits are compared to the estimated points 
disclosed under § 1026.37(f)(1) and lender credits included in the original disclosures 
provided under § 1026.19(e)(1)(i) for the purpose of determining good faith under § 
1026.19(e)(3)(i). If the consumer enters into a rate lock agreement with the creditor after the 
disclosures required under § 1026.19(e)(1)(i) were provided, then § 1026.19(e)(3)(iv)(D) 
requires the creditor to provide, no later than three business days after the date that the 
consumer and the creditor enter into a rate lock agreement, a revised version of the 
disclosures required under § 1026.19(e)(1)(i) reflecting the revised interest rate, the points 
disclosed under § 1026.37(f)(1), lender credits, and any other interest rate dependent charges 
and terms. Provided that the revised version of the disclosures required under § 
1026.19(e)(1)(i) reflect any revised points disclosed under § 1026.37(f)(1) and lender credits, 
the actual points and lender credits are compared to the revised points and lender credits 
for the purpose of determining good faith under § 1026.19(e)(3)(i). 

2.  After the Closing Disclosure is provided. Under § 1026.19(e)(3)(iv)(D), no later than three 
business days after the date the interest rate is locked, the creditor must provide to the consumer 
a revised version of the Loan Estimate as required by § 1026.19(e)(1)(i). Section 1026.19(e)(4)(ii) 
prohibits a creditor from providing a revised version of the Loan Estimate as required by § 
1026.19(e)(1)(i) on or after the date on which the creditor provides the Closing Disclosure as 
required by § 1026.19(f)(1)(i). If the interest rate is locked on or after the date on which the 
creditor provides the Closing Disclosure and the Closing Disclosure is inaccurate as a result, 
then the creditor must provide the consumer a corrected Closing Disclosure, at or before 
consummation, reflecting any changed terms, pursuant to § 1026.19(f)(2). If the rate lock causes 
the Closing Disclosure to become inaccurate before consummation in a manner listed in § 
1026.19(f)(2)(ii), the creditor must ensure that the consumer receives a corrected Closing 
Disclosure no later than three business days before consummation, as provided in that 
paragraph.  
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Revised Estimates – Expiration - 12 CFR § 1026.19(e)(3)(iv)(E) 

Regulatory Discussion 

A revised Loan Estimate is required to be issued when the institution has knowledge that 
there is a changed circumstance that will result in a good faith violation. This generally is a 
situation in which there is an unanticipated change. 

A new Loan Estimate may be issued if the previous Loan Estimate expires. 

Regulatory Text 

(e) Mortgage loans - early disclosures 

***** 

(3) Good faith determination for estimates of closing costs 

 ***** 

(iv) Revised estimates. For the purpose of determining good faith under paragraph 
(e)(3)(i) and (ii) of this section, a creditor may use a revised estimate of a charge instead 
of the estimate of the charge originally disclosed under paragraph (e)(1)(i) of this section 
if the revision is due to any of the following reasons: 

 ***** 

(E) Expiration. The consumer indicates an intent to proceed with the transaction more 
than 10 business days, or more than any additional number of days specified by the 
creditor before the offer expires, after the disclosures required under paragraph 
(e)(1)(i) of this section are provided pursuant to paragraph (e)(1)(iii) of this section. 

Regulatory Commentary 

1.  Requirements. If the consumer indicates an intent to proceed with the transaction more than 
10 business days after the disclosures were originally provided under § 1026.19(e)(1)(iii), for the 
purpose of determining good faith under § 1026.19(e)(3)(i) and (ii), a creditor may use a revised 
estimate of a charge instead of the amount originally disclosed under § 1026.19(e)(1)(i). Section 
1026.19(e)(3)(iv)(E) requires no justification for the change to the original estimate other than 
the lapse of 10 business days. For example, assume a creditor includes a $500 underwriting fee 
on the disclosures provided under § 1026.19(e)(1)(i) and the creditor delivers those disclosures 
on a Monday. If the consumer indicates intent to proceed 11 business days later, the creditor 
may provide new disclosures with a $700 underwriting fee. In this example, § 1026.19(e) and § 
1026.25 require the creditor to document that a new disclosure was provided under § 
1026.19(e)(3)(iv)(E) but do not require the creditor to document a reason for the increase in the 
underwriting fee. 

2.  Longer time period. For transactions in which the interest rate is locked for a specific period 
of time, § 1026.37(a)(13)(ii) requires the creditor to provide the date and time (including the 
applicable time zone) when that period ends. If the creditor establishes a period greater than 10 
business days after the disclosures were originally provided (or subsequently extends it to such 
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a longer period) before the estimated closing costs expire, notwithstanding the 10-business day 
period discussed in comment 19(e)(3)(iv)(E)-1, that longer time period becomes the relevant time 
period for purposes of § 1026.19(e)(3)(iv)(E). Accordingly, in such a case, the creditor may not 
issue revised disclosures for purposes of determining good faith under § 1026.19(e)(3)(i) and (ii) 
under § 1026.19(e)(3)(iv)(E) until after the longer time period has expired. A creditor establishes 
such a period greater than 10 business days by communicating the greater time period to the 
consumer, including through oral communication. 

Revised Estimates – Delayed Settlement Date on a Construction 
Loan - 12 CFR § 1026.19(e)(3)(iv)(F) 

Omitted, as it is unlikely to impact ARM loans.  
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Section 6: 
Provision and Receipt of Revised Disclosures 

12 CFR § 1026.19(e)(4)  

Provision of Revised Disclosures - 12 CFR § 1026.19(e)(4)(i)  

Regulatory Discussion 

When a revised Loan Estimate is required to be issued due to a changed circumstance (see 
previous section), it must be issued within 3 days of the institution’s knowledge that it is required. 

Regulatory Text 

 (e) Mortgage loans - early disclosures 

***** 

(4) Provision and receipt of revised disclosures  

(i) General rule. Subject to the requirements of paragraph (e)(4)(ii) of this section, if a 
creditor uses a revised estimate pursuant to paragraph (e)(3)(iv) of this section for the 
purpose of determining good faith under paragraphs (e)(3)(i) and (ii) of this section, the 
creditor shall provide a revised version of the disclosures required under paragraph 
(e)(1)(i) of this section or the disclosures required under paragraph (f)(1)(i) of this 
section (including any corrected disclosures provided under paragraph (f)(2)(i) or (ii) of 
this section) reflecting the revised estimate within three business days of receiving 
information sufficient to establish that one of the reasons for revision provided under 
paragraphs (e)(3)(iv)(A) through (F) of this section applies. 

Regulatory Commentary 

1. Three-business-day requirement. Section 1026.19(e)(4)(i) provides that, subject to the 
requirements of § 1026.19(e)(4)(ii), if a creditor uses a revised estimate pursuant to § 
1026.19(e)(3)(iv) for the purpose of determining good faith under § 1026.19(e)(3)(i) and (ii), the 
creditor shall provide a revised version of the disclosures required under § 1026.19(e)(1)(i) or 
the disclosures required under § 1026.19(f)(1)(i) (including any corrected disclosures provided 
under § 1026.19(f)(2)(i) or (ii)) reflecting the revised estimate within three business days of 
receiving information sufficient to establish that one of the reasons for revision provided under 
§ 1026.19(e)(3)(iv)(A) through (F) has occurred. The following examples illustrate these 
requirements: 

i. Assume a creditor requires a pest inspection. The unaffiliated pest inspection company 
informs the creditor on Monday that the subject property contains evidence of termite 
damage, requiring a further inspection, the cost of which will cause an increase in estimated 
settlement charges subject to § 1026.19(e)(3)(ii) by more than 10 percent. The creditor must 
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provide revised disclosures by Thursday to comply with § 1026.19(e)(4)(i). 

ii. Assume a creditor receives information on Monday that, because of a changed circumstance 
under § 1026.19(e)(3)(iv)(A), the title fees will increase by an amount totaling six percent of 
the originally estimated settlement charges subject to § 1026.19(e)(3)(ii). The creditor had 
received information three weeks before that, because of a changed circumstance under § 
1026.19(e)(3)(iv)(A), the pest inspection fees increased by an amount totaling five percent of 
the originally estimated settlement charges subject to § 1026.19(e)(3)(ii). Thus, on Monday, 
the creditor has received sufficient information to establish a valid reason for revision and 
must provide revised disclosures reflecting the 11 percent increase by Thursday to comply 
with § 1026.19(e)(4)(i). 

iii. Assume a creditor requires an appraisal. The creditor receives the appraisal report, 
which indicates that the value of the home is significantly lower than expected. However, 
the creditor has reason to doubt the validity of the appraisal report. A reason for revision 
has not been established because the creditor reasonably believes that the appraisal report 
is incorrect. The creditor then chooses to send a different appraiser for a second opinion, but 
the second appraiser returns a similar report. At this point, the creditor has received 
information sufficient to establish that a reason for revision has, in fact, occurred, and must 
provide corrected disclosures within three business days of receiving the second appraisal 
report. In this example, in order to comply with §§ 1026.19(e)(3)(iv) and 1026.25, the creditor 
must maintain records documenting the creditor’s doubts regarding the validity of the 
appraisal to demonstrate that the reason for revision did not occur upon receipt of the first 
appraisal report. 

Relationship Between Loan Estimate and Closing Disclosure - 12 
CFR § 1026.19(e)(4)(ii)  

Regulatory Discussion 

Any final revision of the Loan Estimate must be issued at least one day prior to the issuance 
of the initial Closing Disclosure. 

All timing rules discussed earlier regarding electronic, in person, and mail delivery are also in 
place for revised disclosures. 

Regulatory Text 

(e) Mortgage loans - early disclosures 

***** 

(4) Provision and receipt of revised disclosures  

 ***** 

(ii) Relationship between revised Loan Estimates and Closing Disclosures. The 
creditor shall not provide a revised version of the disclosures required under paragraph 
(e)(1)(i) of this section on or after the date on which the creditor provides the disclosures 
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required under paragraph (f)(1)(i) of this section. The consumer must receive any 
revised version of the disclosures required under paragraph (e)(1)(i) of this section not 
later than four business days prior to consummation. If the revised version of the 
disclosures required under paragraph (e)(1)(i) of this section is not provided to the 
consumer in person, the consumer is considered to have received such version three 
business days after the creditor delivers or places such version in the mail.  

Regulatory Commentary 

1. Revised Loan Estimate may not be delivered at the same time as the Closing 
Disclosure. Section 1026.19(e)(4)(ii) prohibits a creditor from providing a revised version of 
the disclosures required under § 1026.19(e)(1)(i) on or after the date on which the creditor 
provides the disclosures required under § 1026.19(f)(1)(i). Section 1026.19(e)(4)(ii) also 
requires that the consumer must receive any revised version of the disclosures required under 
§ 1026.19(e)(1)(i) no later than four business days prior to consummation, and provides that if 
the revised version of the disclosures are not provided to the consumer in person, the consumer 
is considered to have received the revised version of the disclosures three business days after 
the creditor delivers or places in the mail the revised version of the disclosures. See also 
comments 19(e)(1)(iv)-1 and -2. However, if a creditor uses a revised estimate pursuant to § 
1026.19(e)(3)(iv) for the purpose of determining good faith under § 1026.19(e)(3)(i) and (ii), § 
1026.19(e)(4)(i) permits the creditor to provide the revised estimate in the disclosures required 
under § 1026.19(f)(1)(i) (including any corrected disclosures provided under § 1026.19(f)(2)(i) 
or (ii)). See below for illustrative examples: 

i. If the creditor is scheduled to meet with the consumer and provide the disclosures required 
by § 1026.19(f)(1)(i) on Wednesday, June 3, and the APR becomes inaccurate on Tuesday, 
June 2, the creditor complies with the requirements of § 1026.19(e)(4) by providing the 
disclosures required under § 1026.19(f)(1)(i) reflecting the revised APR on Wednesday, 
June 3. However, the creditor does not comply with the requirements of § 1026.19(e)(4) if it 
provides both a revised version of the disclosures required under § 1026.19(e)(1)(i) 
reflecting the revised APR on Wednesday, June 3, and also provides the disclosures 
required under § 1026.19(f)(1)(i) on Wednesday, June 3. 

ii. If the creditor is scheduled to email the disclosures required under § 1026.19(f)(1)(i) to the 
consumer on Wednesday, June 3, and the consumer requests a change to the loan that 
would result in revised disclosures pursuant to § 1026.19(e)(3)(iv)(C) on Tuesday, June 2, 
the creditor complies with the requirements of § 1026.19(e)(4) by providing the disclosures 
required under § 1026.19(f)(1)(i) reflecting the consumer-requested changes on Wednesday, 
June 3. However, the creditor does not comply with the requirements of § 1026.19(e)(4) if it 
provides disclosures reflecting the consumer-requested changes using both the revised 
version of the disclosures required under § 1026.19(e)(1)(i) on Wednesday, June 3, and also 
the disclosures required under § 1026.19(f)(1)(i) on Wednesday, June 3. 

iii. Consummation is scheduled for Thursday, June 4. The creditor hand delivers the 
disclosures required by § 1026.19(f)(1)(i) on Monday, June 1, and, on Tuesday, June 2, the 
consumer requests a change to the loan that would result in revised disclosures pursuant 
to § 1026.19(e)(3)(iv)(C) but would not require a new waiting period pursuant to § 
1026.19(f)(2)(ii). Under § 1026.19(f)(2)(i), the creditor is required to provide corrected 
disclosures reflecting any changed terms to the consumer so that the consumer receives the 
corrected disclosures at or before consummation. The creditor complies with the 
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requirements of § 1026.19(e)(4) by hand delivering the disclosures required by § 
1026.19(f)(2)(i) reflecting the consumer-requested changes on Thursday, June 4. 

iv. Consummation is originally scheduled for Wednesday, June 10. The creditor hand delivers 
the disclosures required by § 1026.19(f)(1)(i) on Friday, June 5. On Monday, June 8, the 
consumer reschedules consummation for Wednesday, June 17. Also on Monday, June 8, 
the consumer requests a rate lock extension that would result in revised disclosures 
pursuant to § 1026.19(e)(3)(iv)(C) but would not require a new waiting period pursuant to 
§ 1026.19(f)(2)(ii). The creditor complies with the requirements of § 1026.19(e)(4) by 
delivering or placing in the mail the disclosures required by § 1026.19(f)(2)(i) reflecting the 
consumer-requested changes on Thursday, June 11. Under § 1026.19(f)(2)(i), the creditor 
is required to provide corrected disclosures reflecting any changed terms to the consumer 
so that the consumer receives the corrected disclosures at or before consummation. The 
creditor complies with § 1026.19(f)(2)(i) by hand delivering the disclosures on Thursday, 
June 11. 

 Alternatively, the creditor complies with § 1026.19(f)(2)(i) by providing the disclosures to 
the consumer by mail, including by electronic mail, on Thursday, June 11, because the 
consumer is considered to have received the corrected disclosures on Monday, June 15 
(unless the creditor relies on evidence that the consumer received the corrected disclosures 
earlier). See § 1026.19(f)(1)(iii) and comments 19(f)(1)(iii)-1 and -2. See also § 1026.38(t)(3) 
and comment 19(f)(1)(iii)-2 regarding providing the disclosures required by § 
1026.19(f)(1)(i) (including any corrected disclosures provided under § 1026.19(f)(2)(i) or 
(ii)) in electronic form. 

v. Consummation is originally scheduled for Wednesday, June 10. The creditor hand delivers the 
disclosures required by § 1026.19(f)(1)(i) on Friday, June 5, and the APR becomes inaccurate 
on Monday, June 8, such that the creditor is required to delay consummation and provide 
corrected disclosures, including any other changed terms, so that the consumer receives them 
at least three business days before consummation under § 1026.19(f)(2)(ii). Consummation is 
rescheduled for Friday, June 12. The creditor complies with the requirements of § 1026.19(e)(4) 
by hand delivering the disclosures required by § 1026.19(f)(2)(ii) reflecting the revised APR 
and any other changed terms to the consumer on Tuesday, June 9. See § 1026.19(f)(2)(ii) and 
associated commentary regarding changes before consummation requiring a new waiting 
period. See comment 19(e)(4)(i)-1 for further guidance on when sufficient information has been 
received to establish an event has occurred. 
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Section 1: Introduction 

Manual Notes 

Each field on the Loan Estimate form has been numbered, although some fields have been 
omitted as not relevant to today’s discussion. For each field presented, we have included the 
following information. 

Title of the Instruction 

The title of the instruction includes its name, the relative placement of the item on the form, 
when appropriate, and an indication of the severity of the violation (low, moderate, high). 

 

Picture of the Fields 

A picture of the portion of the disclosure that is under discussion (where appropriate). All 
pictures are surrounded by a heavy border. 

Y&A Completion Instructions 

The manual contains instructions about how to complete the field accurately. 

Regulation and Commentary 

“Regulatory Text” is the regulatory text from § 1026.37 – the Loan Estimate. Items in bold 
are included to assist the read in finding items on the page. Bold has no other implication.  Young 
& Associates, Inc. has defined this section of the regulation into 63 components or sets of 
instructions. 

“Regulatory Commentary” is the commentary text from § 1026.37 – the Loan Estimate. It 
is in italics. Items in bold are included to assist the read in finding items on the page. Bold has 
no other implication. 

CFPB Guide 

Included, are sections from the CFPB’s TILA-RESPA Integrated Disclosure Guide to the Loan 
Estimate and Closing Disclosure forms as additional guidance for completion of the forms.   
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Completed Example 

A completed example, based on an example that appears in Appendix H of Regulation Z. 

 

General Introductory Commentary to the Loan Estimate 

Y&A Commentary: 

This commentary sets forth basic rules for the Loan Estimate, including the requirement not 
to use “N/A” or “Not Applicable.”  The disclosures must be based on the anticipated obligation. 

 

Regulatory Commentary 

Section 1026.37—Content of Disclosures for Certain Mortgage Transactions (Loan 
Estimate) 

1. Disclosures not applicable. The disclosures required by § 1026.37 are required to reflect the 
terms of the legal obligation between the parties, and if any information necessary for an accurate 
disclosure is unknown to the creditor, the creditor shall make the disclosure in good faith, based 
on the best information reasonably available to the creditor pursuant to §§ 1026.17(c) and 
1026.19(e). See comments 17(c)(1)-1, 17(c)(2)(i)-1 and -2, and 19(e)(1)(i)-1. Where a disclosure is not 
applicable to a particular transaction, unless otherwise provided by § 1026.37, form H-24 of 
appendix H to this part may not be modified to delete the disclosure from form H-24, or to state 
“not applicable” or “N/A” in place of such disclosure. The portion of the form pertaining to the 
inapplicable disclosure may be left blank, unless otherwise provided by § 1026.37. For example, in 
a transaction for which the consumer does not pay points to the creditor to reduce the interest rate, 
the amounts required to be disclosed by § 1026.37(f)(1)(i) may be left blank on form H-24. As 
provided in § 1026.37(i) and (j), however, the adjustable payment and adjustable interest rate 
tables required by those paragraphs may be included only if those disclosures are applicable to the 
transaction and otherwise must be excluded. 

2. Format. See § 1026.37(o) and its commentary for guidance on the proper format to be used in 
making the disclosures, as well as permissible modifications. 

CFPB Guide  

2.1 Loan Estimate General Requirements 

2.1.1 Issuance and Delivery 

You must provide a Loan Estimate to the consumer, either by delivering it by hand or placing 
it in the mail, no later than three business days of the receipt of an application. (§ 
1026.19(e)(1)(iii)(A)) An application is considered received when the consumer provides the 
following information: 
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• Consumer’s name, 
• Consumer’s income, 
• Consumer’s Social Security number to obtain a credit report, 
• Address of the property, 
• Estimate of the value of the property, and 
• The mortgage loan amount sought. (§ 1026.2(a)(3)(ii)) 

2.1.2 Revised Loan Estimate 

When there is a changed circumstance after the Loan Estimate has been provided, the creditor 
can revise the Loan Estimate within three business days of receiving information sufficient to 
establish that there has been a changed circumstance. Revised Loan Estimates generally can be 
provided no later than four business days before consummation. (See section 2.1.5 below; § 
1026.19(e)(4)) 

2.1.4 Rounding 

Dollar amounts must be rounded to the nearest whole dollar where noted in the TILA-RESPA 
Rule. (§ 1026.37(o)(4)) If an amount is required to be rounded but is composed of other amounts 
that are not required or permitted to be rounded, use the unrounded amounts in calculating the 
total and then round the final sum. Conversely, if an amount is required to be rounded and is 
composed of rounded amounts, use the rounded amounts in calculating the total. (Comment 
37(o)(4)-2) 

Percentage amounts are disclosed by rounding to three decimals and then dropping any 
trailing zeros that occur to the right of the decimal place, except where otherwise noted in the 
TILA-RESPA Rule. (§ 1026.37(o)(4)(ii); Comment 37(o)(4)(ii)-1) 

2.1.5 Consummation 

This Guide uses references to the legal obligation, which includes the promissory note plus 
any other agreements between the creditor and consumer concerning the extension of credit. 
Consummation is not the same thing as closing or settlement. Consummation occurs when the 
consumer becomes contractually obligated to the creditor on the loan, not, for example, when the 
consumer becomes contractually obligated to a seller on a real estate transaction. (§ 1026.2(a)(13)) 

The point in time when a consumer becomes contractually obligated to the creditor on the loan 
depends on applicable State law. (§ 1026.2(a)(13); Comment 2(a)(13)-1) Creditors and settlement 
agents should verify the applicable State laws to determine when consummation will occur, and 
make sure delivery of the Loan Estimate occurs within three business days of the receipt of an 
application. 
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Section 2: Loan Estimate General 
12CFR §1026.37(a) 

CFPB Guide – General Comments 

Page 1 of the Loan Estimate includes general information, a Loan Terms table with 
descriptions of applicable information about the loan, a Projected Payments table, a Costs at 
Closing table, and a link for consumers to obtain more information at a website maintained by the 
Bureau. 

Page 1 of the Loan Estimate includes the title “Loan Estimate” and a statement of “Save this 
Loan Estimate to compare with your Closing Disclosure.” (§ 1026.37(a)(1), (2)) The top of page 1 
also includes the name and address of the creditor. (§ 1026.37(a)(3)) A logo or slogan can be used 
along with the creditor’s name and address, so long as the logo or slogan does not exceed the space 
provided for that information. (§ 1026.37(o)(5)(iii)) 

If there are multiple creditors, use only the name of the creditor completing the Loan Estimate. 
(Comment 37(a)(3)-1) If a mortgage broker is completing the Loan Estimate, use the name and 
address of the creditor if known. If not yet known, leave this space blank. (Comment 37(a)(3)-2) 

[1] Form Title (page 1, top)  

Omitted. 

[2] Form Purpose (page 1, top)  

Omitted. 

[3] Creditor (page 1, top left)  

Omitted. 
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[4] Date Issued (page 1, top left) 
 
  

 
 

Y&A Completion Instruction 

The processor should insert the date that the Loan Estimate was delivered. The method of 
delivery is not material. Remember to change this date if this is a subsequent Loan Estimate. 

Regulatory Text § 1026.37(a)(4) 

(4) Date Issued: The date the disclosures are mailed or delivered to the consumer by the creditor, 
labeled “Date Issued.” 

Regulatory Commentary 

1. Applicable date. Section 1026.37(a)(4) requires disclosure of the date the creditor mails or 
delivers the Loan Estimate to the consumer. The creditor’s method of delivery does not affect the 
date issued. For example, if the creditor hand delivers the Loan Estimate to the consumer on 
August 14, or if the creditor places the Loan Estimate in the mail on August 14, the date 
disclosed under § 1026.37(a)(4) is August 14. 

 
2. Mortgage broker as loan originator. In transactions involving a mortgage broker, the date 

disclosed is the date the mortgage broker mails or delivers the Loan Estimate to the consumer, 
because pursuant to § 1026.19(e)(1)(ii), the mortgage broker is required to comply with all 
relevant requirements of § 1026.19(e). 

CFPB Guide 

Date Issued 

The Date Issued is the date the Loan Estimate is placed in the mail or delivered to the 
consumer (not the date the form is actually printed). (§ 1026.37(a)(4))  
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Completed Example 

 

 

[5] Applicants (page 1, top left)  

Omitted. 

[6] Property (page 1, top left) 

Omitted. 

[7] Sale Price (page 1, top left)  

Omitted. 

[8] Loan Term (page 1, top right)  

Omitted. 

[9] Purpose (page 1, top right)  

Omitted. 

  

http://www.younginc.com/


CBC Program – ARM Loans 

Young & Associates, Inc. •  www.younginc.com • Page 33 

[10] Product (page 1, top right)  

 

 

Y&A Completion Instruction 

Insert the product type. All product features (should they exist) are described first. The 
appropriate order of presentation is the time period that the product feature will be in effect, 
followed by the product feature. This information is followed by the length of the loan product. If 
there are multiple time periods (for instance a loan that has a fixed rate for 5 years, followed by a 
3-year adjustable rate for the next 9 years, followed by an annual adjustable rate for the remainder 
of the loan term) then only the first two periods are shown.  

This is followed by the actual product type. Someone in your institution should have already 
determined what your product types are. Follow their direction on this. The system can become 
very confusing, and a careful reading of the regulation and commentary may be useful to assure 
that your loan origination system is placing things in the right order with the right titles. 

Regulatory Text § 1026.37(a)(10) 

(10) Product: A description of the loan product, labeled “Product.”  

(i) The description of the loan product shall include one of the following terms: 

(A) Adjustable rate. If the interest rate may increase after consummation, but the rates 
that will apply or the periods for which they will apply are not known at consummation, 
the creditor shall disclose the loan product as an “Adjustable Rate.” 

(B) Step rate. If the interest rate will change after consummation, and the rates that will 
apply and the periods for which they will apply are known at consummation, the 
creditor shall disclose the loan product as a “Step Rate.”  

(C) Fixed rate. If the loan product is not an Adjustable Rate or a Step Rate, as described 
in paragraphs (a)(10)(i)(A) and (B) of this section,  the creditor shall disclose the loan 
product as a “Fixed Rate.” 

(ii)  The description of the loan product shall include the features that may change the periodic 
payment using the following terms, subject to paragraph (a)(10)(iii) of this section, as applicable: 

(A) Negative amortization. If the principal balance may increase due to the addition of 
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accrued interest to the principal balance, the creditor shall disclose that the loan 
product has a “Negative Amortization” feature. 

(B) Interest only. If one or more regular periodic payments may be applied only to 
interest accrued and not to the loan principal, the creditor shall disclose that the loan 
product has an “Interest Only” feature. 

 

(C) Step payment. If scheduled variations in regular periodic payment amounts occur 
that are not caused by changes to the interest rate during the loan term, the creditor 
shall disclose that the loan product has a “Step Payment” feature. 

(D) Balloon payment. If the terms of the legal obligation include a “balloon payment,” 
[final payment more than twice a regular payment], a creditor shall disclose that the 
loan has a “Balloon Payment” feature. 

(E) Seasonal payment. If the terms of the legal obligation expressly provide that regular 
periodic payments are not scheduled between specified unit-periods on a regular basis, 
the creditor shall disclose that the loan product has a “Seasonal Payment” feature. 

(iii) The disclosure of a loan feature under paragraph (a)(10)(ii) of this section shall precede 
the disclosure of the loan product under paragraph (a)(10)(i) of this section. If a transaction 
has more than one of the loan features described in paragraph (a)(10)(ii) of this section, the 
creditor shall disclose only the first applicable feature in the order the features are listed 
in paragraph (a)(10)(ii) of this section. 

 
(iv) The disclosures required by paragraphs (a)(10)(i)(A) and (B), and (a)(10)(ii)(A), (B), (C), 

and (D) of this section must each be preceded by the duration of any introductory rate or 
payment period, and the first adjustment period, as applicable. 

Regulatory Commentary 

1.  No features. If the loan product disclosed pursuant to § 1026.37(a)(10) does not include any of 
the features described in § 1026.37(a)(10)(ii), only the product type and introductory and first 
adjustment periods, if applicable, are disclosed. For example: 

 
i.  Adjustable rate. When disclosing an adjustable-rate product, the disclosure of the loan 

product must be preceded by the length of the introductory period and the frequency of the 
first adjustment period thereafter. Thus, for example, if the loan product is an adjustable 
rate with an introductory rate that is fixed for the first five years of the loan term and then 
adjusts every three years starting in year six, the disclosure required by § 1026.37(a)(10) is 
“5/3 Adjustable Rate.” If the first adjustment period is not the period for all adjustments 
under the terms of the legal obligation, the creditor should still disclose the initial 
adjustment period and should not disclose other adjustment periods. For example, if the 
loan product is an adjustable rate with an introductory rate that is fixed for the first five 
years of the loan term and then adjusts every three years starting in year six, and then 
annually starting in year fifteen, the disclosure required by § 1026.37(a)(10) would still be 
“5/3 Adjustable Rate.” 

 
A.  No introductory period. If the loan product is an adjustable rate with no introductory 

rate, the creditor should disclose “0” where the introductory rate period would ordinarily 
be disclosed. For example, if the loan product is an adjustable rate that adjusts every 
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three years with no introductory period, the disclosure required by § 1026.37(a)(10) is 
“0/3 Adjustable Rate.” 

 
B.  Introductory period not yet known. If the loan product is an adjustable rate with an 

introductory period that is not yet known at the time of delivery of the Loan Estimate, 
the creditor should disclose the shortest potential introductory period for the particular 
loan product offered. For example, if the loan product is an adjustable rate with an 
introductory period that may be between 36 and 48 months and the rate would then 
adjust every year, the disclosure  required by § 1026.37(a)(10) is “3/1 Adjustable Rate.” 

 
ii.  Step rate. If the loan product is a step rate with an introductory interest rate that lasts for 

ten years and adjusts every year thereafter for the next five years, and then adjusts every 
three years for the next 15 years, the disclosure required by § 1026.37(a)(10) is “10/1 Step 
Rate.” If the loan product is a step rate with no introductory rate, the creditor should 
disclose “0” where the introductory rate period would ordinarily be disclosed. 

 
iii.  Fixed rate. If the loan product is not an adjustable rate or a step rate, as described in § 

1026.37(a)(10)(i)(A) and (B), even if an additional feature described in § 1026.37(a)(10)(ii) 
may change the consumer’s periodic payment, the disclosure required by § 1026.37(a)(10)(i)  
is “Fixed Rate.” 

2.  Additional features. When disclosing a loan product with at least one of the features 
described in § 1026.37(a)(10)(ii), § 1026.37(a)(10)(iii) and (iv) require the disclosure of only the 
first applicable feature in the order of § 1026.37(a)(10)(ii) and that it be preceded by the time 
period or the length of the introductory period and the frequency of the first adjustment period, 
as applicable, followed by a description of the loan product and its time period as provided for 
in § 1026.37(a)(10)(i). For example: 

i.  Negative amortization. Some loan products, such as “payment option” loans, permit the 
borrower to make payments that are insufficient to cover all of the interest accrued, and the 
unpaid interest is added to the principal balance. Where the loan product includes a loan 
feature that may cause the loan balance to increase, the disclosure required by § 
1026.37(a)(10)(ii)(A) is preceded by the time period that the borrower is permitted to make 
payments that result in negative amortization (e.g., “2 Year Negative Amortization”), 
followed by the loan product type. Thus, a fixed rate product with a step-payment feature 
for the first two years of the legal obligation that may negatively amortize is disclosed as “2 
Year Negative Amortization, Fixed Rate.” 

ii. Interest only. When disclosing an “Interest Only” feature, as defined in § 1026.18(s)(7)(iv), 
the applicable time period must precede the label “Interest Only.” Thus, a fixed rate loan 
with only interest due for the first five years of the loan term is disclosed as “5 Year Interest 
Only, Fixed Rate.” If the interest only feature fails to cover the total interest due, then, as 
required by § 1026.37(a)(10)(iii), the disclosure must reference the negative amortization 
feature and not the interest only feature (e.g., “5 Year Negative Amortization, Fixed Rate”). 
See comment app. D-7.ii for an explanation of the disclosure of the time period of an interest 
only feature for a construction loan or a construction-permanent loan. 

iii. Step payment. When disclosing a step payment feature (which is sometimes referred to 
instead as a graduated payment), the period of time at the end of which the scheduled 
payments will change must precede the label “Step Payment” (e.g., “5 Year Step Payment”) 
followed by the name of the loan product. Thus, a fixed rate mortgage subject to a 5-year 
step payment plan is disclosed as a “5 Year Step Payment, Fixed Rate.” 
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iv.  Balloon payment. If a loan product includes a “balloon payment,” as that term is defined 
in § 1026.37(b)(5), the disclosure of the balloon payment feature, including the year the 
payment is due, precedes the disclosure of the loan product. Thus, if the loan product is a 
step rate with an introductory rate that lasts for three years and adjusts each year thereafter 
until the balloon payment is due in the seventh year of the loan term, the disclosure required 
is “Year 7 Balloon Payment, 3/1 Step Rate.” If the loan product includes more than one 
balloon payment, only the earliest year that a balloon payment is due shall be disclosed. 

v.  Seasonal payment. If a loan product includes a seasonal payment feature, § 
1026.37(a)(10)(ii)(E) requires that the creditor disclose the feature. The feature is not, 
however, required to be disclosed with any preceding time period. Disclosure of the label 
“Seasonal Payment” without any preceding number of years satisfies this requirement. 

3. Periods not in whole years. 

i.  Terms of 24 months or more. For product types and features that have introductory periods 
or adjustment periods that do not equate to a number of whole years, if the period is a number 
of months that is 24 or greater and does not equate to a whole number of years, § 1026.37(a)(10) 
requires disclosure of the whole number of years followed by a decimal point with the remaining 
months rounded to two places. For example, if the loan product is an adjustable rate with an 
introductory period of 30 months that adjusts every year thereafter, the creditor would be 
required to disclose “2.5/1 Adjustable Rate.” If the introductory period were 31 months, the 
required disclosure would be “2.58/1 Adjustable Rate.” 

ii. Terms of less than 24 months. For product types and features that have introductory 
periods or adjustment periods that do not equate to a number of whole years, if the period 
is less than 24 months, § 1026.37(a)(10) requires disclosure of the number of months, 
followed by the designation “mo.” For example, if the product type is an adjustable rate with 
an 18-month introductory period that adjusts every 18 months starting in the 19th month, 
the required disclosure would be “18 mo./18mo. Adjustable Rate.” 

iii. Adjustments more frequent than monthly. For adjustment periods that change more 
frequently than monthly, § 1026.37(a)(10) requires disclosure of the applicable unit-period, 
such as daily, weekly, or bi-weekly. For example, for an adjustable-rate construction loan 
with no introductory fixed rate period where the interest rate adjusts every seven days, the 
disclosure required by § 1026.37(a)(10) is “0/Weekly Adjustable Rate.” 

CFPB Guide 

Provide a description of the loan. You are required to include two pieces of information in this 
disclosure: 

The first piece of information is any payment feature that may change the periodic payment, 
which includes Negative Amortization, Interest Only, Step Payment, Balloon Payment, or 
Seasonal Payment. (§ 1026.37(a)(10)(ii)) Additionally, the duration of the relevant payment 
feature must be disclosed with a Negative Amortization, Interest Only, Step Payment, or Balloon 
Payment. (§ 1026.37(a)(10)(iv)) For example, a payment feature where there is a five-year period 
during which the payments cover only interest, and are not applied to the principal balance, would 
be disclosed as a 5 Year Interest Only for the payment feature. 

• Negative Amortization is when the principal balance of the loan may increase due to the 
addition of accrued interest to the principal balance. 
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• Interest Only is when one or more regular periodic payments may be applied only to 
interest accrued and not to the principal of the loan. 

• Step Payment is when the scheduled variations in regular periodic payment amounts occur 
that are not caused by changes to the interest rate during the loan term. 

• Balloon Payment is when the terms of the legal obligation include a payment that is more 
than two times that of a regular periodic payment. 

• Seasonal Payment is when the terms of the legal obligation expressly provide that regular 
periodic payments are not scheduled between specified unit-periods on a regular basis. For 
example, a “teacher” loan that does not require monthly payments during summer months 
has a Seasonal Payment. 

If the loan can be described with more than one of these descriptions, only the first applicable 
feature is disclosed. (§ 1026.37(a)(10)(iii)) For example, a loan that would result in both Negative 
Amortization and a Balloon Payment would only disclose Negative Amortization as part of 
Product. 

The second piece of information disclosed is whether the loan uses an Adjustable Rate, Step 
Rate, or Fixed Rate to determine the interest rate applied to the principal balance. (§ 
1026.37(a)(10)(i)) 

• An interest rate is an Adjustable Rate if the interest rate may increase after 
consummation, but the rates that will apply or the periods for which they will apply are 
not known at consummation. (§ 1026.37(a)(10)(i)(A)) 
o Each description must be preceded by the duration of any introductory rate or 

payment period, and the first adjustment period, as applicable. (§ 1026.37(a)(10)(iv)) 
For example, a product with an introductory rate that is fixed for the first five years 
and adjusts every three years starting in year 6 is a 5/3 Adjustable Rate. 

o When there is no introductory period for an Adjustable Rate, disclose “0.” (Comment 
37(a)(10)-1.i.A) For example, a product with no introductory rate that adjusts every 
year after consummation is a 0/1 Adjustable Rate. 

• An interest rate is a Step Rate if the interest rate will change after consummation and the 
rates that will apply and the periods for which they apply are known at consummation. (§ 
1026.37(a)(10)(i)(B)) 
o Each description must be preceded by the duration of any introductory rate or payment 

period, and the first adjustment period, as applicable. (§ 1026.37(a)(10)(iv)) For 
example, a product with a step rate that lasts for ten years, adjusts every year for five 
years, and then adjusts every three years for the next 15 years is a 10/1 Step Rate. 
(Comment 37(a)(10)-1.ii) 

o When there is no introductory rate for a Step Rate, disclose “0” and then the applicable 
time period until the first adjustment. (Comment 37(a)(10)-1.ii) 

• An interest rate is a Fixed Rate if the interest rate is not an Adjustable Rate or Step Rate. 
(§ 1026.37(a)(10)(i)(C)) 

• If the loan product consists of a combination of product types, only one product type should 
be used. Section 1026.37(a)(10) does not provide for a combination of product types and 
requires the creditor to choose one, and only one, type.  

For example: 
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• If a loan has a Step Rate for a set period of time followed by an Adjustable Rate for the 
remaining term, only the Adjustable Rate is disclosed. Here, there will be periods of the 
loan where the rate is not known at consummation, and, as a result, the product cannot be 
disclosed as Step Rate. 

• If a loan has a Fixed Rate for a set period of time followed by an Adjustable Rate for the 
remaining term, only the Adjustable Rate is disclosed. Here, there will be periods where 
an Adjustable Rate applies, and as a result, it would not meet the requirements of a Fixed 
Rate disclosure. 

Sections 14.7 and 14.8 of the Compliance Guide include more information about how to disclose 
Product types for construction loans 

The following are examples of Product with both pieces of information included: 
• Year 7 Balloon Payment, 3/1 Step Rate: a step rate with an introductory interest rate that 

lasts for three years and adjusts each year thereafter until a balloon payment is due in the 
seventh year of the loan term. 

• 2 Year Negative Amortization, Fixed Rate: a fixed rate product with a step-payment 
feature for the first two years of the legal obligation that may negatively amortize. 

 
When the time periods disclosed in Product are not in whole years, for time periods of 24 

months or more, disclose the applicable fraction of a year by use of decimals rounded to two places. 
For time periods of 24 months or less, disclose the number of months with the abbreviation “mo.” 
(Comment 37(a)(10)-3) For example: 

• An Adjustable-Rate Product with an introductory interest rate for 31 months that adjusts 
every year thereafter is a 2.58/1 Adjustable Rate. 

• An Adjustable-Rate Product with an introductory interest rate for 18 months that adjusts 
every 18 months thereafter is an 18 mo./18 mo. Adjustable Rate. 

Completed Example 

 

[11] Loan Type (page 1, top right)  

Omitted. 
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[12] Loan Identification Number (Loan ID #) (page 1, top right)  

Omitted. 

[13] Rate Lock (page 1, top right)  

 

 

 

 

 

Y&A Completion Instruction 

The processor must insert the rate lock information. If the interest rate is floating, the 
processor should mark the “no” box.  If the rate is locked, the processor should mark the “yes” box, 
and then insert the date, time, and time zone (based on the expiration date for daylight or 
standard time) when the rate lock will expire. The preamble to the regulation indicates that there 
must be a signed agreement in order to consider the rate locked, although the regulation does not 
make that statement. If there is any question regarding whether the rate was locked 
appropriately, consult with your compliance staff. 

The applicant has 10 business days to inform the institution of their intent to proceed with the 
loan application (essentially 2 calendar weeks plus additional days for legal holidays). For all 
institutions, the business day definition used does not include weekends or holidays. If the 10-
business day period has passed and the applicant has not indicated an intent to proceed, then the 
institution is not legally bound to the amounts quoted on the Loan Estimate, and may redisclose. 
The 10-day intent to proceed date is completed with a date, time, and time zone. Time zone here 
will also be determined based on whether your bank will be on daylight or standard time as of the 
expiration date.  

If the Loan Estimate being completed is a redisclosure for any reason, the 10-day intent to 
proceed date does not change from the date on the original Loan Estimate, unless the applicant 
has given an intent to proceed.  If they have given an intent to proceed, then the date, time. And 
time zone for intent to proceed is removed from the document, as it is no longer needed. 

10-day rule date, time, 
and time zone. Omit 
after  intent given. 
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Regulatory Text § 1026.37(a)(13) 

(13) Rate lock. A statement of whether the interest rate disclosed pursuant to paragraph (b)(2) 
of this section is locked for a specific period of time, labeled “Rate Lock.” 
 
(i) For transactions in which the interest rate is locked for a specific period of time, the creditor 

must provide the date and time (including the applicable time zone) when that period ends. 
 
 (ii) The “Rate Lock” statement required by this paragraph (a)(13) shall be accompanied by 

a statement that the interest rate, any points, and any lender credits may change unless 
the interest rate has been locked, and the date and time (including the applicable time 
zone) at which estimated closing costs expire. 

Regulatory Commentary 

1.  Interest rate. For purposes of § 1026.37(a)(13), the interest rate is locked for a specific period 
of time if the creditor has agreed to extend credit to the consumer at a given rate, subject to 
contingencies that are described in any rate lock agreement between the creditor and consumer. 

2.  Expiration date. The disclosure required by § 1026.37(a)(13)(ii) related to estimated closing 
costs is required regardless of whether the interest rate is locked for a specific period of time or 
whether the terms and costs are otherwise accepted or extended. If the consumer fails to indicate 
an intent to proceed with the transaction within 10 business days after the disclosures were 
originally provided under § 1026.19(e)(1)(iii) (or within any longer time period established by 
the creditor), then, for determining good faith under § 1026.19(e)(3)(i) and (ii), a creditor may 
use a revised estimate of a charge instead of the amount originally disclosed under § 
1026.19(e)(1)(i). See comment 19(e)(3)(iv)(E)-2.  

3.  Time zone. The disclosure required by § 1026.37(a)(13) requires the applicable time zone for 
all times provided, as determined by the creditor. For example, if the creditor is located in New 
York and determines that the Loan Estimate will expire at 5:00 p.m. in the time zone applicable 
to its location, while standard time is in effect, the disclosure must include a reference to the 
Eastern time zone (i.e., 5:00 p.m. EST). 

4.  Revised disclosures. Once the consumer indicates an intent to proceed within the time specified 
by the creditor under § 1026.37(a)(13)(ii), the date and time at which estimated closing costs expire 
are left blank on any subsequent revised disclosures. The creditor may extend the period of 
availability to expire beyond the time disclosed under § 1026.37(a)(13)(ii). If the consumer indicates 
an intent to proceed within that longer time period, the date and time at which estimated closing 
costs expire are left blank on subsequent revised disclosures, if any. See comment 19(e)(3)(iv)-5. 

CFPB Guide 

Indicate the rate is locked with Yes, indicate the rate is not locked with No. (§ 1026.37(a)(13)) 
When the interest rate is locked at the time of the Loan Estimate’s delivery, the date and time 

(including the applicable time zone) when the lock period ends must be disclosed. (§ 
1026.37(a)(13)(i)) 

The date and time (including the applicable time zone) at which the estimated closing costs 
expire are disclosed on the Loan Estimate. (§ 1026.37(a)(13)(ii))However, the date and time are 
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left blank on any revised Loan Estimate provided after a consumer has indicated an intent to 
proceed with the transaction. (Comment 37(a)(13)-4) 

Completed Example 
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Section 3: Loan Terms 
12 CFR § 1026.37(b) 

General Language 

Y&A Comment 

This general commentary reminds the creditor that the terms shown must match the terms of 
the anticipated obligation, and include all items known at the time of the Loan Estimate’s 
completion. 

Regulatory Text § 1026.37(b) 

(b) Loan terms. A separate table under the heading “Loan Terms” that contains the following 
information and that satisfies the following requirements:  

Regulatory Commentary 

1.  Legal obligation. The disclosures required by § 1026.37 must reflect good faith estimates of 
the credit terms to which the parties will be legally bound for the transaction. Accordingly, if 
certain terms of the transaction are known or reasonably available to the creditor, based on 
information such as the consumer’s selection of a product type or other information in the 
consumer’s application, § 1026.37 requires the creditor to disclose those credit terms. For 
example, if the consumer selects a product type with a prepayment penalty, § 1026.37(b)(4) 
requires disclosure of the maximum amount of the prepayment penalty and period in which the 
prepayment penalty may be charged as known to the creditor at the time the disclosures are 
provided. 

CFPB Guide 

Disclose in the Loan Terms table: 

• Loan Amount (if the amount is in whole dollars, do not disclose cents) (§ 1026.37(o)(4)), 
• Initial Interest Rate, 
• Initial Monthly Principal & Interest amount, 
• Any adjustments to these amounts after consummation, 
• Whether the loan includes a Prepayment Penalty, and 
• Whether the loan includes a Balloon Payment. (§ 1026.37(b)) 
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[14] Loan Amount (page 1, Loan Terms section)  
Omitted. 

[15] Interest Rate (page 1, Loan Terms section)  

 

 

Y&A Completion Instruction 

The processor should insert the interest rate, or the current interest rate for the loan type, if 
the applicant has chosen to allow the interest rate to float. For an ARM loan, insert the initial 
interest rate if known. If that rate has not yet been determined, insert the fully indexed ARM rate. 
For a fixed rate loan, use the anticipated initial rate. 

Regulatory Text § 1026.37(b)(2) 

(2) Interest rate. The interest rate that will be applicable to the transaction at consummation, 
labeled “Interest Rate.” For an adjustable-rate transaction, if the interest rate at 
consummation is not known, the rate disclosed shall be the fully indexed rate, which, for 
purposes of this paragraph, means the interest rate calculated using the index value and 
margin at the time of consummation. 

Regulatory Commentary 

1.  Interest rate at consummation not known. Where the interest rate that will apply at 
consummation is not known at the time the creditor must deliver the disclosures required by § 
1026.19(e), § 1026.37(b)(2) requires disclosure of the fully indexed rate, defined as the index 
plus the margin at consummation. Although § 1026.37(b)(2) refers to the index plus margin “at 
consummation,” if the index value that will be in effect at consummation is unknown at the 
time the disclosures are provided under § 1026.19(e)(1)(iii), i.e., within three business days after 

Initial Interest Rate 
will appear here 
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receipt of a consumer’s application, the fully-indexed rate disclosed under § 1026.37(b)(2) may 
be based on the index in effect at the time the disclosure is delivered. The index in effect at 
consummation (or the time the disclosure is delivered under § 1026.19(e)) need not be used if 
the contract provides for a delay in the implementation of changes in an index value. For 
example, if the contract specifies that rate changes are based on the index value in effect 45 days 
before the change date, creditors may use any index value in effect during the 45 days before 
consummation (or any earlier date of disclosure) in calculating the fully indexed rate to be 
disclosed. See comment app. D-7.iii for an explanation of the disclosure of the permanent 
financing interest rate for a construction-permanent loan. 

CFPB Guide 

The Interest Rate disclosed is the initial rate at consummation. If the initial Interest Rate is 
not known at consummation, the fully indexed rate is disclosed; a fully indexed rate is the interest 
rate calculated using the index value and margin at the time of consummation. (§ 1026.37(b)(2)) 

The initial principal and interest payment amount also would be calculated using the same 
fully indexed rate if the initial Interest Rate is not known at consummation. (§ 1026.37(b)(3)) 

Completed Example 

 

 

 

 

 

[16] Principal and Interest Payment (page 1, Loan Terms section)  
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Y&A Completion Instruction 

The processor inserts the anticipated first payment amount here. It may be either the principal 
and interest payment or the interest only payment. It must include the frequency of the payments 
(monthly, bi-weekly, etc.) first, then the dollar amount. If the interest rate is not yet known, 
assume that the interest rate is equal to the fully indexed rate. If the disclosure is for a 
construction loan with an initial interest only period, the quoted payment can be one half of one 
month’s interest, or a whole month’s interest, if your institution has chosen that approach.   

Regulatory Text § 1026.37(b)(3) 

(3) Principal and interest payment. The initial periodic payment amount that will be due under 
the terms of the legal obligation, labeled “Principal & Interest,” immediately preceded by the 
applicable unit-period, and a statement referring to the payment amount that includes any 
mortgage insurance and escrow payments that is required to be disclosed pursuant to paragraph 
(c) of this section. If the interest rate at consummation is not known, the amount disclosed shall 
be calculated using the fully indexed rate disclosed under paragraph (b)(2) of this section. 

Regulatory Commentary 

1.  Frequency of principal and interest payment. Pursuant to § 1026.37(o)(5)(i), if the contract 
provides for a unit-period, as defined in appendix J to this part, of a month, such as a monthly 
payment schedule, the payment disclosed under § 1026.37(b)(3) should be labeled “Monthly 
Principal & Interest.” If the contract requires bi-weekly payments of principal or interest, the 
payment should be labeled “Bi-Weekly Principal & Interest.” If a creditor voluntarily 
permits a payment schedule not provided for in the contract, such as an informal principal-
reduction arrangement, the disclosure should reflect only the payment frequency provided for 
in the contract. See § 1026.17(c)(1). 

2.  Initial periodic payment if not known. Under § 1026.37(b)(3), the initial periodic payment 
amount that will be due under the terms of the legal obligation must be disclosed. If the initial 
periodic payment is not known because it will be based on an interest rate at consummation 
that is not known at the time the disclosures required by § 1026.19(e) must be provided, for 

Initial Monthly 
Payment will appear 
here. 
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example, if it is based on an external index that may fluctuate before consummation, § 
1026.37(b)(3) requires that the disclosure be based on the fully indexed rate disclosed under § 
1026.37(b)(2). See comment 37(b)(2)-1 for guidance regarding calculating the fully indexed rate. 

CFPB Guide 

The Interest Rate disclosed is the initial rate at consummation. If the initial Interest Rate is 
not known at consummation, the fully indexed rate is disclosed; a fully indexed rate is the interest 
rate calculated using the index value and margin at the time of consummation. (§ 1026.37(b)(2)) 

The initial principal and interest payment amount also would be calculated using the same 
fully indexed rate if the initial Interest Rate is not known at consummation. (§ 1026.37(b)(3)) 

Completed Example 

  

http://www.younginc.com/


CBC Program – ARM Loans 

Young & Associates, Inc. •  www.younginc.com • Page 47 

[17] Prepayment Penalty (page 1, Loan Terms section)  

Omitted. 

[18] Balloon Payment (page 1, Loan Terms section)  

Omitted. 

[19] Adjustments after Consummation (page 1, Loan Terms section) 

 

 

Y&A Completion Instruction 

The Loan Estimate must indicate whether the loan amount, interest rate, and principal and 
interest payment amounts can increase. If the answer to the question in any category is “no,” the 
processor does not have to include any additional information in that particular category. If the 
answer is “yes,” additional information must be provided, including details regarding any limits 
and timing issues that are anticipated to be present in the note. 

For the loan amount, the processor must disclose the maximum amount that the loan amount 
can reach and whether the increase is scheduled or only potential. 

For the interest rate increases, the processor must disclose the frequency of changes, when the 
first change occurs, the maximum rate and when it can occur, a reference to the AIR table, and a 
disclosure if the term can increase. 

For increases in payment amounts, the processor must disclose what is scheduled and when 
it can occur, including all triggers and any interest only payments. 

Information regarding 
increases in the 
interest rate appear 
here 

Information regarding increases 
in the principal and interest 
payments appear here 
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Regulatory Text § 1026.37(b)(6) 

(6) Adjustments after consummation. For each amount required to be disclosed by paragraphs 
(b)(1) through (3) of this section, a statement of whether the amount may increase after 
consummation as an affirmative or negative answer to the question, and under such question 
disclosed as a subheading, “Can this amount increase after closing?” and, in the case of 
an affirmative answer, the following additional information, as applicable: 

(i) Adjustment in loan amount. The maximum principal balance for the transaction and the 
due date of the last payment that may cause the principal balance to increase. The 
disclosure further shall indicate whether the maximum principal balance is potential or is 
scheduled to occur under the terms of the legal obligation. 

(ii) Adjustment in interest rate. The frequency of interest rate adjustments, the date when 
the interest rate may first adjust, the maximum interest rate, and the first date when the 
interest rate can reach the maximum interest rate, followed by a reference to the disclosure 
required by paragraph (j) of this section. If the loan term, as defined under paragraph (a)(8) 
of this section, may increase based on an interest rate adjustment, the disclosure required 
by this paragraph (b)(6)(ii) shall also state that fact and the maximum possible loan term 
determined in accordance with paragraph (a)(8) of this section. 

(iii) Increase in periodic payment. The scheduled frequency of adjustments to the periodic 
principal and interest payment, the due date of the first adjusted principal and interest 
payment, the maximum possible periodic principal and interest payment, and the date 
when the periodic principal and interest payment may first equal the maximum principal 
and interest payment. If any adjustments to the principal and interest payment are not 
the result of a change to the interest rate, a reference to the disclosure required by 
paragraph (i). If there is a period during which only interest is required to be paid, the 
disclosure required by this paragraph (b)(6)(iii) shall also state that fact and the due date 
of the last periodic payment of such period. 

Regulatory Commentary 

1. Periods not in whole years. For guidance on how to disclose increases after consummation 
that occur after a period that does not equate to a number of whole years in compliance with § 
1026.37(b)(6), see comment 37(a)(10)-3. 

37(b)(6)(i) Adjustment in loan amount. 

1.  Additional information regarding adjustment in loan amount. A creditor complies with 
the requirement under § 1026.37(b)(6)(i) to disclose additional information indicating whether 
the maximum principal balance is potential or is scheduled to occur under the terms of the legal 
obligation by using the phrase “Can go as high as” or “Goes as high as,” respectively. A 
creditor complies with the requirement under § 1026.37(b)(6)(i) to disclose additional 
information indicating the due date of the last payment that may cause the principal balance 
to increase by using the phrase “Increases until.” See form H-24 of appendix H to this part 
for the required format of such phrases, which is required for federally related mortgage loans 
under § 1026.37(o)(3). 

37(b)(6)(ii) Adjustment in interest rate. 
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1.  Additional information regarding adjustment in interest rate. A creditor complies with 
the requirement under § 1026.37(b)(6)(ii) to disclose additional information indicating the 
frequency of adjustments to the interest rate and date when the interest rate may first adjust by 
using the phrases “Adjusts every” and “starting in.” A creditor complies with the 
requirement under § 1026.37(b)(6)(ii) to disclose additional information indicating the 
maximum interest rate, and the first date when the interest rate can reach the maximum 
interest rate using the phrase “Can go as high as” and then indicating the date at the end of 
that phrase or for a scheduled maximum interest rate under a step rate loan, “Goes as high 
as.” If the loan term may increase based on an interest rate adjustment, the disclosure shall 
indicate the maximum possible loan term using the phrase “Can increase loan term to.” See 
form H-24 of appendix H to this part for the required format of such phrases, which is required 
for federally related mortgage loans under § 1026.37(o)(3). 

2.  Interest rates that adjust at multiple intervals. If the terms of the legal obligation provide 
for more than one adjustment period, § 1026.37(b)(6)(ii) requires disclosure of only the 
frequency of the first interest rate adjustment. For example, if the interest rate is fixed for five 
years, then adjusts every two years starting in year six, then adjusts every year starting in year 
10, the disclosure required is “Adjusts every 2 years starting in year 6.” 

37(b)(6)(iii) Increase in periodic payment. 

1.  Additional information regarding increase in periodic payment. A creditor complies 
with the requirement under § 1026.37(b)(6)(iii) to disclose additional information indicating 
the scheduled frequency of adjustments to the periodic principal and interest payment by using 
the phrases “Adjusts every” and “starting in.” A creditor complies with the requirement under § 
1026.37(b)(6)(iii) to disclose additional information indicating the maximum possible periodic 
principal and interest payment, and the date when the periodic principal and interest payment 
may first equal the maximum principal and interest payment by using the phrase “Can go as 
high as” and then indicating the date at the end of that phrase or, for a scheduled maximum 
amount, such as under a step payment loan, “Goes as high as.” A creditor complies with the 
requirement under § 1026.37(b)(6)(iii) to indicate that there is a period during which only 
interest is required to be paid and the due date of the last periodic payment of such period using 
the phrase “Includes only interest and no principal until.” See form H-24 of appendix H to this 
part for the required format of such phrases, which is required for federally related mortgage 
loans under § 1026.37(o)(3). See comment app. D-7.iv for an explanation of the disclosure of an 
increase in the periodic payment for a construction or construction-permanent loan. 

2.  Periodic principal and interest payments that adjust at multiple intervals. If there are 
multiple periods of adjustment under the terms of the legal obligation, § 1026.37(b)(6)(iii) 
requires disclosure of the frequency of only the first adjustment to the periodic principal and 
interest payment, regardless of the basis for the adjustment. Accordingly, where the periodic 
principal and interest payment may change because of more than one factor and such 
adjustments are on different schedules, the frequency disclosed is the adjustment of whichever 
factor adjusts first. For example, where the interest rate for a transaction is fixed until year six 
and then adjusts every three years but the transaction also has a negative amortization feature 
that ends in year seven, § 1026.37(b)(6)(iii) requires disclosure that the interest rate will adjust 
every three years starting in year six because the periodic principal and interest payment 
adjusts based on the interest rate before it adjusts based on the end of the negative amortization 
period. 
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CFPB Guide 

When describing time periods of less than 24 months that are not whole years, see the 
instructions related to the Product in section 2.2.1 above. 

Under the subheading Can this amount increase after closing? if the Loan Amount, Interest 
Rate, or Monthly Principal & Interest amounts can increase after consummation, disclose Yes 
where applicable with the information pertinent to the adjustment after consummation. (§ 1026. 
37(b)(6)) 

For an adjustment in Loan Amount, the creditor must also disclose the maximum principal 
balance for the transaction and the due date (expressed as the year or month in which it occurs, 
rather than an exact date) of the last payment that may cause the principal balance to increase, 
together with a statement whether the maximum principal balance may or will occur under the 
terms of the legal obligation. (§ 1026.37(b)(6)(i)) The date disclosed is the year in which the event 
occurs, counting from the due date of the initial periodic payment. (§ 1026.37(b)(8)(ii)) 

For an adjustment in the Interest Rate, also disclose the frequency of interest rate 
adjustments, the date when the interest rate may first adjust, the maximum interest rate, and 
the first date when the interest rate can reach the maximum interest rate. (§ 1026.37(b)(6)(ii)) 
The date disclosed is the year in which the event occurs, counting from the date that interest for 
the first scheduled periodic payment begins to accrue after consummation. (§ 1026.37(b)(8)(i)) 
Also, disclose and reference the Adjustable Interest Rate (AIR) Table on page 2 of the Loan 
Estimate. (§ 1026.37(b)(6)(ii))For an adjustment to the Monthly Principal & Interest, the creditor 
would also disclose the scheduled frequency of adjustments, due date of the first adjustment, and 
the maximum possible amount (and the earliest date it can occur) of the Monthly Principal & 
Interest. In addition, if there is a period during which only interest is required to be paid, also 
disclose that fact and the due date of the last periodic payment of such period. (§ 1026.37(b)(6)(iii)) 
The date disclosed is the year in which the event occurs, counting from the due date of the initial 
payment. (§ 1026.37(b)(8)(ii)) Also, disclose and reference the Adjustable Payment (AP) Table on 
page 2. (§ 1026.37(b)(6)(iii)) 

When the Loan Amount, Interest Rate, or Monthly Principal & Interest payment cannot 
increase after consummation, disclose No where applicable. (§ 1026.37(b)(6)) 
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Completed Example 

 

[20] Details about Prepayment Penalty and Balloon Payment (page 
1, Loan Terms section)  

Omitted. 

[21] Timing (Loan Terms section)  

Omitted. 
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Section 4: Projected Payments  
12 CFR § 1026.37(c) 

General Language § 1026.37(c) 

Y&A Commentary: 
The projected payments table allows for four potential payment streams, which for some loans 

(notably ARM loans) is likely to be inadequate.  When there are more than four potential payment 
streams, with the exception of a balloon loan, the fourth payment stream becomes a catch-all for 
everything that can occur after the third payment stream. You are required to disclose each separate 
payment stream, including mortgage insurance and escrow (if required), subject to these limitations. 

Regulatory Text  
(c) Projected payments. In a separate table under the heading “Projected Payments,” an 

itemization of each separate periodic payment or range of payments, together with an estimate 
of taxes, insurance, and assessments and the payments to be made with escrow account funds. 

Regulatory Commentary 
1. Definitions. For purposes of § 1026.37(c), the terms “adjustable rate,” “fixed rate,” 

“negative amortization,” and “interest only” have the meanings in § 1026.37(a)(10). 

2. Construction loans. See comment app. D-7.v for an explanation of the projected payments 
disclosure for a construction or construction-permanent loan. 

CFPB Guide 

The Projected Payments table shows estimates of the periodic payments that the consumer 
will make over the life of the loan. Creditors must disclose estimates of the following periodic 
payment amounts in the Projected Payments table: 

• Principal & Interest; 

• Mortgage Insurance; 

• Estimated Escrow; 

• Estimated Total Monthly Payment; and 

• Estimated Taxes, Insurance, & Assessments, even if not paid with escrow funds.  

The Projected Payments table also describes whether taxes, insurance, and other assessments 
will be paid with funds in the consumer’s escrow account. (§ 1026.37(c)(2))  
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[22] Periodic payment or range of payments (page 1, Projected 
Payments)  

 

 

 
 

 

Y&A Completion Instruction 

The processor must complete up to four potential projected payment streams. A new payment 
stream occurs when the periodic payment may change, a scheduled balloon payment occurs, 
mortgage insurance automatically terminates, or when the anniversary date of a year occurs that 
has multiple events which will change the payment amount due. The payment streams change 
based on major events, not minor events, such as odd days interest. For instance, should the 
interest only period expire, and the loan begin a principal and interest payment, the processor  
discloses a new payment stream, subject to the limitations of the disclosure. The payment streams 
are always based on full years, not partial years. 

The first payment stream is always based on the anticipated original interest rate, loan term, 
etc. If the interest rate has not yet been set on an ARM loan, the first payment stream must be 
based on the fully indexed rate. For construction loans, the first payment stream will be about one 
half of a monthly interest payment based on the full principal balance, or a full month’s interest, 
depending upon the approach that your institution has chosen. The payment schedule is 
completed to show the best- and worst-case scenario for each rate change, given the limitations 
on the number of payment streams. 

If more than four payment streams are required to fully describe the loan payments, the fourth 
payment stream becomes a “catch all” for everything that occurs from the beginning of the fourth 
payment stream to the end of the loan. 

Balloon loan payments must always appear in the table, so if a loan has several potential  
payment streams, the final payment stream contains the balloon payment. This may require the 
third payment stream to become the “catch all” payment stream.  

 

Although it is not obvious based on the form, 
there is room for four separate payment streams 
within this portion of the Loan Estimate. 
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If mortgage insurance actually reaches its mandatory cancellation date during the fourth 
payment stream, then the payment schedule will not show the cancellation of the mortgage 
insurance. The processor should note that mortgage insurance is not only PMI – it is any type of 
payment (including VA, FHA, etc.) that acts as insurance, regardless of whether state law 
considers these fees as insurance. Mortgage insurance cancellation dates are calculated in the 
same manner that you have always used, and are likely to be an estimate at this point. 

For negative amortization loans, the payment stream must be based on the maximum loan 
amount, and assumes that the consumer has not made any additional principal reductions. 

Regulatory Text § 1026.37(c)(1) 

(1) Periodic payment or range of payments.  

(i) The initial periodic payment or range of payments is a separate periodic payment or range 
of payments and, except as otherwise provided in paragraph (c)(1)(ii) and (iii) of this 
section, the following events require the disclosure of additional separate periodic 
payments or ranges of payments: 

(A) The periodic principal and interest payment or range of such payments may change; 

(B) A scheduled balloon payment, as defined in paragraph (b)(5) of this section;  

(C) The creditor must automatically terminate mortgage insurance or any functional 
equivalent under applicable law; and 

(D) The anniversary of the due date of the initial periodic payment or range of payments 
that immediately follows the occurrence of multiple events described in paragraph 
(c)(1)(i)(A) of this section during a single year. 

(ii) The table required by this paragraph (c) shall not disclose more than four separate periodic 
payments or ranges of payments. For all events requiring disclosure of additional separate 
periodic payments or ranges of payments described in paragraph (c)(1)(i)(A) through (D) of 
this section occurring after the third separate periodic payment or range of payments 
disclosed, the separate periodic payments or ranges of payments shall be disclosed as a 
single range of payments, subject to the following exceptions: 

(A) A balloon payment that is scheduled as a final payment under the terms of the legal 
obligation shall always be disclosed as a separate periodic payment or range of 
payments, in which case all events requiring disclosure of additional separate periodic 
payments or ranges of payments described in paragraph (c)(1)(i)(A) through (D) of this 
section occurring after the second separate periodic payment or range of payments 
disclosed, other than the balloon payment that is scheduled as a final payment, shall 
be disclosed as a single range of payments. 

(B) The automatic termination of mortgage insurance or any functional equivalent under 
applicable law shall require disclosure of an additional separate periodic payment or 
range of payments only if the total number of separate periodic payments or ranges of 
payments otherwise disclosed pursuant to this paragraph (c)(1) does not exceed three. 

(iii) When a range of payments is required to be disclosed under this paragraph (c)(1), the creditor 
must disclose the minimum and maximum amount for both the principal and interest payment 
under paragraph (c)(2)(i) of this section and the total periodic payment under paragraph (c)(2)(iv) 
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of this section. A range of payments is required to be disclosed under this paragraph (c)(1) when: 

(A) Multiple events described in paragraph (c)(1)(i) of this section are combined in a single 
range of payments pursuant to paragraph (c)(1)(ii) of this section; 

(B) Multiple events described in paragraph (c)(1)(i)(A) of this section occur during a single year 
or an event described in paragraph (c)(1)(i)(A) of this section occurs during the same year 
as the initial periodic payment or range of payments, in which case the creditor discloses 
the range of payments that would apply during the year in which the events occur; or 

(C) The periodic principal and interest payment may adjust based on index rates at the 
time an interest rate adjustment may occur. 

Regulatory Commentary 

Paragraph 37(c)(1)(i). 

1.  Periodic payments. For purposes of § 1026.37(c)(1)(i), the periodic payment is the regularly 
scheduled payment of principal and interest, mortgage insurance premiums, and escrow 
payments described in § 1026.37(c)(2)  without regard to any final payment that differs from 
other payments because of rounding to account for payment amounts including fractions of 
cents. 

2.  Initial periodic payment or range of payments. Section 1026.37(c)(1)(i) requires the 
creditor to disclose the initial periodic payment or range of payments. The disclosure required 
is of the actual periodic payment or range of payments that corresponds to the interest rate that 
will apply at consummation, including any initial discounted or premium interest rate. For 
examples of discounted and premium rate transactions, see comment 17(c)(1)-10.v. For 
guidance regarding whether the disclosure should reflect a buydown, see comments 17(c)(1)-3 
through -5. If the initial periodic payment or range of payments may vary based on an 
adjustment to an index value that applies at consummation, § 1026.37(c)(1)(i) requires that the 
disclosure of the initial periodic payment or range of payments be based on the fully indexed 
rate disclosed under § 1026.37(b)(2). See comment 37(b)(2)-1  for guidance regarding 
calculating the fully indexed rate. 

Paragraph 37(c)(1)(i)(A). 

1.  Periodic principal and interest payments. For purposes of § 1026.37(c)(1)(i)(A), periodic 
principal and interest payments may change when the interest rate, applicable interest rate 
caps, required periodic principal and interest payments, or ranges of such payments may 
change. Minor payment variations resulting solely from the fact that months have different 
numbers of days are not changes to periodic principal and interest payments. 

2.  Negative amortization. In a loan that contains a negative amortization feature, periodic principal 
and interest payments or the range of such payments may change for purposes of § 1026.37(c)(1)(i)(A)  
at the time the negative amortization period ends under the terms of the legal obligation, meaning the 
consumer must begin making payments that do not result in an increase of the principal balance. The 
occurrence of an event requiring disclosure of additional separate periodic payments or ranges of 
payments should be based on the assumption that the consumer will make payments as scheduled 
or, if applicable, elect to make the periodic payments that would extend the negative amortization 
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period to the latest time permitted under the terms of the legal obligation. The occurrence of all 
subsequent events requiring disclosure of additional separate periodic payments or ranges of 
payments should be based on this assumption. The table required by § 1026.37(c) should also reflect 
any balloon payment that would result from such scheduled payments or election. See § 
1026.37(c)(1)(ii)(A) for special rules regarding disclosure of balloon payments. 

3.  Interest only. In a loan that contains an interest only feature, periodic principal and interest 
payments may change for purposes of § 1026.37(c)(1)(i)(A) when the interest only period ends, 
meaning the consumer must begin making payments that do not defer repayment of principal. 

Paragraph 37(c)(1)(i)(B). 

1. Balloon payment. For purposes of § 1026.37(c)(1)(i)(A), whether a balloon payment occurs is 
determined pursuant to § 1026.37(c)(1)(i)(B) and its commentary. For guidance on the amount of a 
balloon payment disclosed on the table required by § 1026.37(c), see comment 37(c)(2)(i)-3. 

Paragraph 37(c)(1)(i)(C). 

1. General. “Mortgage insurance or any functional equivalent” means the amounts 
identified in § 1026.4(b)(5). For purposes of § 1026.37(c),  “mortgage insurance or any 
functional equivalent” includes any mortgage guarantee that provides coverage similar to 
mortgage insurance (such as a United States Department of Veterans Affairs or United States 
Department of Agriculture guarantee), even if not technically considered insurance under State 
or other applicable law. The fees for such a guarantee are included in “mortgage insurance 
premiums. 

2.  Calculation of mortgage insurance termination. For purposes of § 1026.37(c)(1)(i)(C), 
mortgage insurance premiums should be calculated based on the declining principal balance 
that will occur as a result of changes to the interest rate and payment amounts, applying the 
interest rates applicable to the transaction. Such calculation should take into account any 
initial discounted or premium interest rate. For example, for an adjustable-rate transaction 
that has a discounted interest rate during an initial five-year period, the creditor makes the 
calculation using a composite rate based on the rate in effect during the initial five-year period 
and, thereafter, the fully indexed rate, unless otherwise required by applicable law. For 
guidance on calculation of the amount of mortgage insurance premiums to disclose on the table 
required by § 1026.37(c), see § 1026.37(c)(2)(ii) and its commentary. See  comment 37(b)(2)-1 
for guidance regarding calculating the fully indexed rate. 

3.  Disclosure of mortgage insurance termination. The table required by § 1026.37(c)  should 
reflect the consumer’s mortgage insurance premiums until the date on which the creditor must 
automatically terminate coverage under applicable law, even though the consumer may have a 
right to request that the insurance be cancelled earlier. Unlike termination of mortgage 
insurance, a subsequent decline in the consumer’s mortgage insurance premiums is not, by 
itself, an event that requires the disclosure of additional separate periodic payments or ranges 
of payments in the table required by § 1026.37(c). For example, some mortgage insurance 
programs annually adjust premiums based on the declining loan balance. Such annual 
adjustment to the amount of premiums would not require a separate disclosure of a periodic 
payment or range payments. 

Paragraph 37(c)(1)(i)(D). 
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1. Anniversary of the due date of initial periodic payment. 1026.37(c)(1)(i)(D) provides that 
the anniversary of the due date of the initial periodic payment or range of payments that 
immediately follows the occurrence of multiple events described in § 1026.37(c)(1)(i)(A) during 
a single year is an event that requires disclosure of additional periodic payments or ranges of 
payments. § 1026.37(c)(1)(i)(A) provides that a potential change in the periodic principal and 
interest payment is an event requiring disclosure of additional separate periodic payments. See 
comment 37(c)(1)(iii)(B)-1 for an example of the application of 1026.37(c)(1)(i)(D).  

Paragraph 37(c)(1)(ii)(A). 

1. Special rule regarding balloon payments that are final payments. Section 
1026.37(c)(1)(ii)(A) is an exception to the general rule in§ 1026.37(c)(1)(ii), and requires that a 
balloon payment that is scheduled as a final payment under the terms of the legal obligation is 
always disclosed as a separate periodic payment or range of payments, in which case the 
creditor discloses as a single range of payments all events requiring disclosure of additional 
separate periodic payments or ranges of payments described in § 1026.37(c)(1)(i)(A) through 
(D), other than the final balloon payment, occurring after the second separate periodic payment 
or range of payments disclosed. Balloon payments that are not scheduled as final payments 
under the terms of the legal obligation, such as a balloon payment due at the scheduled recast 
of a loan that permits negative amortization, are disclosed pursuant to the general rule in § 
1026.37(c)(1)(ii). A balloon payment that is a final payment is disclosed as a single payment, 
and not combined with other changes to periodic principal and interest payments and disclosed 
as a range. 

2. Example. Assume a loan with a term of seven years, where the interest rate adjusts each year 
for the first three years and is fixed thereafter, that provides for a balloon payment as the final 
payment, where no mortgage insurance is required, and no escrow account will be established 
for the payment of  charges described in § 1026.37(c)(4)(ii). The creditor discloses on the table 
required by § 1026.37(c) in the first column the initial periodic payment or range of payments, 
in the second column the periodic payment or range of payments that would apply after the first 
interest rate adjustment, in the third column the periodic payments or ranges of payments that 
would apply after the second interest rate adjustment until the final balloon payment (disclosed 
as a single range of payments), and in the fourth column the final balloon payment. Although 
the balloon payment that is scheduled as the final payment under the terms of the legal 
obligation occurs after the third separate periodic payment or range of payments, the creditor 
discloses the final balloon payment as a separate event requiring disclosure of additional 
periodic payments or range of payments due to the special rule in § 1026.37(c)(1)(ii)(A). 

Paragraph 37(c)(1)(ii)(B). 

1. Special rule regarding disclosure of the automatic termination of mortgage 
insurance. Section 1026.37(c)(1)(ii)(B) is an exception to the general rule § 1026.37(c)(1)(ii), 
and requires that the automatic termination of mortgage insurance or any functional equivalent 
under applicable law is disclosed as a separate periodic payment or range of payments only if 
the total number of separate periodic payments or ranges of payments otherwise disclosed does 
not exceed three. This means that the automatic termination of mortgage insurance or any 
functional equivalent under applicable law is disclosed as its own event only if there is a column 
in which to disclose it, i.e., there are only three other separate periodic payments or ranges of 
payments  that are required to be disclosed. Where the automatic termination of mortgage 
insurance or any functional equivalent under applicable law is not disclosed as a separate 
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periodic payment or range of payments, the absence of a required mortgage insurance payment 
is disclosed with the next disclosed event requiring disclosure of additional separate periodic 
payments or ranges of payments, as applicable. 

2. Examples of special rule regarding disclosure of the automatic termination of 
mortgage insurance.  

i. Assume a step-rate loan with a 30-year term with an introductory interest rate that lasts for 
five years, a different interest rate that applies for the next five-year period, a final interest 
rate adjustment after 10 years, where mortgage insurance would terminate for purposes of 
§ 1026.37(c)(1)(i)(C) in the third year, and where no escrow account would be established 
for the payment of charges § 1026.37(c)(4)(ii). The creditor would disclose on the table 
required by the initial periodic payment for years one through three (reflecting the principal 
and interest payment corresponding to the introductory interest rate and payments for 
mortgage insurance premiums), an additional separate periodic payment for years four and 
five (reflecting the principal and interest payment corresponding to the introductory rate 
and no payments for mortgage insurance premiums), an additional separate periodic 
payment or range of payments for years six through 10 (reflecting the principal and interest 
payment corresponding to the interest rate that would apply after the introductory rate), 
and an additional separate periodic payment or range of payments for years 11 through 30 
(reflecting the principal and interest payment corresponding to the interest rate that would 
apply after the second interest rate adjustment until the end of the loan term). In this 
example, the automatic termination of mortgage insurance would be separately disclosed on 
the table required by § 1026.37(c) because the total number of separate periodic payments 
or ranges of payments otherwise disclosed pursuant to does not exceed three. 

ii.  Assume the same loan as above, except that the terms of the legal obligation also provide for 
a third interest rate adjustment that would occur after 15 years. The creditor would disclose 
on the table required by § 1026.37(c) the initial periodic payment for years one through five 
(reflecting the principal and interest payment corresponding to the introductory interest rate 
and payments for mortgage insurance premiums), an additional separate periodic payment 
or range of payments for years six through 10 (reflecting the principal and interest payment 
corresponding to the interest rate that would apply after the first interest rate adjustment 
and no payments for mortgage insurance premiums), an additional separate periodic 
payment or range of payments for years 11 through 15 (reflecting the principal and interest 
payment corresponding to the interest rate that would apply after the second interest rate 
adjustment), and an additional separate periodic payment or range of payments for years 
16 through 30 (reflecting the principal and interest payment corresponding to the interest 
rate that would apply after the third interest rate adjustment until the end of the loan term). 
In this example, the automatic termination of mortgage insurance would not be separately 
disclosed on the table required by § 1026.37(c) because the total number of separate periodic 
payments or ranges of payments otherwise disclosed pursuant to § 1026.37(c)(1) exceeds 
three. However, the creditor would disclose the termination of mortgage insurance 
beginning with the periodic payment or range of payments for years six through 10, which 
is the next disclosed event requiring disclosure of additional separate periodic payments or 
ranges of payments. 

Paragraph 37(c)(1)(iii). 

1.  Ranges of payments. When a range of payments is required to be disclosed under § 1026.37(c)(1), 
§ 1026.37(c)(1)(iii) requires the creditor to disclose the minimum and maximum amount for both 
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the principal and interest payment under 1026.37(c)(2)(i), and the total periodic payment under § 
1026.37(c)(2)(iv). The amount required to be disclosed for mortgage insurance premiums pursuant 
to § 1026.37(c)(2)(ii) and the amount payable into an escrow account pursuant to § 1026.37(c)(2)(iii) 
shall not be disclosed as a range. 

Paragraph 37(c)(1)(iii)(B). 

1.  Multiple events occurring in a single year. If multiple changes to periodic principal and 
interest payments would result in more than one separate periodic payment or range of 
payments in a single year, § 1026.37(c)(1)(iii)(B) requires the creditor to disclose the range of 
payments that would apply during the year in which the events occur. For example: 
i.  Assume a loan with a 30-year term with a payment that adjusts every month for the first 12 

months and is fixed thereafter, where mortgage insurance is not required, and where no 
escrow account would be established for the payment of charges described in § 
1026.37(c)(4)(ii). The creditor discloses as a single range of payments the initial periodic 
payment and the periodic payment that would apply after each payment adjustment during 
the first 12 months, which single range represents the minimum payment and maximum 
payment, respectively. Under § 1026.37(c)(1)(i)(D), the creditor also discloses, as an 
additional separate periodic payment or range of payments, the periodic principal and 
interest payment or range of payments that would apply after the payment becomes fixed. 

ii.  Assume instead a loan with a 30-year term with a payment that adjusts upward at three 
months and at six months and is fixed thereafter, where mortgage insurance is not required, 
and where no escrow account would be established for the payment of charges described in 
§ 1026.37(c)(4)(ii). The creditor discloses as a single range of payments the initial periodic 
payment, the periodic payment that would apply after the payment adjustment that occurs 
at three months, and the periodic payment that would apply after the payment adjustment 
that occurs at six months, which single range represents the minimum payment and 
maximum payment, respectively, which would apply during the first year of the loan. Under 
§ 1026.37(c)(1)(i)(D), the creditor also discloses as an additional separate periodic payment 
orange of payments, the principal and interest payment that would apply on the first 
anniversary of the due date of the initial periodic payment or range of payments, because 
that is the anniversary that immediately follows the occurrence of the multiple payments or 
ranges of payments that occurred during the first year of the loan. 

iii. Assume that the same loan has a payment that, instead of becoming fixed after the 
adjustment at six months, adjusts once more at 18 months and becomes fixed thereafter. 
The creditor discloses the same single range of payments for year one. Under § 
1026.37(c)(1)(i)(D), the creditor separately discloses the principal and interest payment that 
would apply on the first anniversary of the due date of the initial periodic payment in year 
two. Under § 1026.37(c)(1)(i)(A) and (c)(3)(ii), beginning in the next year in the sequence 
(i.e., in year three), the creditor separately discloses the periodic payment that would apply 
after the  payment adjustment that occurs at 18 months. See comment 37(c)(3)(ii)-1 
regarding subheadings that state the years. 

Paragraph 37(c)(1)(iii)(C). 

1.  Adjustable-rate mortgages. For an adjustable-rate loan, the periodic principal and interest 
payment at each time the interest rate may change will depend on the rate that applies at the 
time of the adjustment, which is not known at the time the disclosure is provided. As a result, 
the creditor discloses the minimum and maximum periodic principal and interest payment that 
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could apply during each period disclosed pursuant to § 1026.37(c)(1) after the first period. 

CFPB Guide 

Show in one column the initial Periodic Payment (or range of payments if required) for each of 
Principal & Interest, Mortgage Insurance, and Estimated Escrow. (§ 1026.37(c)(1)) Depending on 
the features of the loan, subsequent periodic payments also may be required to be disclosed. The 
Periodic Payment is the regularly scheduled payment of Principal & Interest, Mortgage 
Insurance, and Estimated Escrow. (Comment 37(c)(1)(i)-1) 

Initial Periodic Payment 

To calculate the initial Periodic Payment, use the interest rate that will apply at closing, 
including any initial discounted or premium interest rate. If the interest rate at closing is not 
known, such as for an adjustable-rate loan without an introductory fixed rate period, use the fully 
indexed rate to determine the initial Periodic Payment. (Comment 37(c)(1)(i)-2)Information on 
how to calculate the initial Periodic Payment for a construction loan is available in Section 14 of 
the Compliance Guide.  

If the consumer’s periodic payments will remain constant over the life of the loan, such as in 
a fixed rate, fixed payment loan without mortgage insurance, the Projected Payments table has 
just one column. 

Subsequent Periodic Payments 

If any of the triggering events listed below may occur during the life of the loan, add a column 
to show the amount of the periodic payments after the triggering event. (§ 1026.37(c)(1)(i)): 

The Principal & Interest amount or range of such amount may change (for example if the loan 
has an adjustable rate). (§ 1026.37(c)(1)(i)(A))Negative Amortization – for loans that have a 
Negative Amortization feature, the Principal & Interest amount may change when the Negative 
Amortization period ends under the terms of the legal obligation, meaning the consumer must 
begin making payments that do not result in an increase of the principal balance. (Comment 
37(c)(1)(i)(A)-2) 

• Interest Only – for Interest Only loans, the Principal & Interest amount may change 
when the Interest Only period ends, meaning the consumer must begin making payments 
that do not defer repayment of principal. (Comment 37(c)(1)(i)(A)-3) 

• Minor Periodic Payment variations resulting solely from the fact that months have 
different numbers of days are not triggering events. (Comment 37(c)(1)(i)(A)-1) 

 

§§Adjustable-Rate loans – the Projected Payments table will have a new column, up to a 
maximum of four columns, for each scheduled rate adjustment. Because the Principal & Interest 
amount may change each time the rate is scheduled to adjust, a new column is required, up to a 
maximum of four columns. There is a new column, up to a maximum of four columns, even if the 
range of payments will stay the same. For example, there is a new column, up to a maximum of 
four columns, even when the range will stay the same because the range is the minimum and 
maximum interest rate caps listed in the contract. (Comment 37(c)(1)(i)(A)-1) 

There is a scheduled Balloon Payment. (§ 1026.37(c)(1)(i)(B)) 
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The lender must automatically terminate Mortgage Insurance or any functional equivalent. (§ 
1026.37(c)(1)(i)(C))Even if the borrower may cancel the insurance earlier, use the date on which 
the lender must automatically terminate Mortgage Insurance coverage under applicable law. Only 
termination of Mortgage Insurance is a triggering event, while a decline in Mortgage Insurance 
premiums is not. (Comment 37(c)(1)(i)(C)-3) 

However, if there are already four columns, and Mortgage Insurance would terminate during 
the range disclosed in the fourth column, no automatic termination of Mortgage Insurance is 
disclosed on the Projected Payments table. (§ 1026.37(c)(1)(ii)(b)) 

When the Periodic Payment amount changes more than once in a single year, show in the 
subsequent column the Periodic Payment amounts in the year following the one in which there 
were multiple changes. (§ 1026.37(c)(1)(i)(D)) A year for this table is the 12-month period following 
the due date of the initial Periodic Payment. (§ 1026.37(c)(3)(ii)) 

Completed Example 

 

 

[23] Itemization (page 1, Projected Payments)  

 
Remember there can be 
4 payment streams 
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Y&A Completion Instruction 

For each of the four potential projected payment streams, the processor must disclose the 
amount of the payment. It will be principal and interest or interest only, as appropriate. Also 
included are any amounts for mortgage insurance and escrow. The disclosure should contain the 
maximum and minimum payment possible for each payment stream (generally for ARM loans). 
For negative amortization loans, the payment schedule is based on the highest principal balance 
that the loan could reach, based on the note terms and conditions. 

Regulatory Text § 1026.37(c)(2) 

(2) Itemization. Each separate periodic payment or range of payments disclosed on the table 
required by this paragraph (c) shall be itemized as follows: 

(i) The amount payable for principal and interest, labeled “Principal & Interest,” including 
the term “only interest” if the payment or range of payments includes any interest only 
payment: 

(A) In the case of a loan that has an adjustable interest rate, the maximum principal and 
interest payment amounts are determined by assuming that the interest rate in effect 
throughout the loan term is the maximum possible interest rate, and the minimum 
amounts are determined by assuming that the interest rate in effect throughout the loan 
term is the minimum possible interest rate; 

(B) In the case of a loan that has an adjustable interest rate and also contains a negative 
amortization feature, the maximum principal and interest payment amounts after the end 
of the period of the loan’s term during which the loan’s principal balance may increase due 
to the addition of accrued interest are determined by assuming the maximum principal 
amount permitted under the terms of the legal obligation at the end of such period, and 
the minimum amounts are determined pursuant to paragraph (c)(2)(i)(A)]; 

(ii) The maximum amount payable for mortgage insurance premiums corresponding to the 
principal and interest payment disclosed pursuant to paragraph (c)(2)(i) of this section, 
labeled “Mortgage Insurance”; 

(iii) The amount payable into an escrow account to pay some or all of the charges described in 
paragraph (c)(4)(ii), as applicable, labeled “Escrow,” together with a statement that the 
amount disclosed can increase over time; and 

(iv) The total periodic payment, calculated as the sum of the amounts disclosed pursuant to 
paragraphs (c)(2)(i) through (iii) of this section, labeled “Total Monthly Payment.” 

Regulatory Commentary 

37(c)(2) Itemization. 

Paragraph 37(c)(2)(i). 

1.  General rule for adjustable-rate loans. For an adjustable-rate loan, in disclosing the 
maximum possible payment for principal and interest under § 1026.37(c),  the creditor assumes 
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that the interest rate will rise as rapidly as possible after consummation, taking into account 
the terms of the legal obligation, including any applicable caps on interest rate adjustments 
and lifetime interest rate cap. For a loan with no lifetime interest rate cap, the maximum rate 
is determined by reference to other applicable laws, such as State usury law. In disclosing the 
minimum payment for purposes of § 1026.37(c), the creditor assumes that the interest rate will 
decrease as rapidly as possible after consummation, taking into account any introductory rates, 
caps on interest rate adjustments, and lifetime interest rate floor. For an adjustable-rate loan 
based on an index that has no lifetime interest rate floor, the minimum interest rate is equal to 
the margin. 

2.  Special rule for adjustable-rate loans with negative amortization features. Section 
1026.37(c)(2)(i)(B) provides a special rule for calculation of the maximum principal and interest 
payment in an adjustable-rate loan that contains a negative amortization feature. That section 
provides that the maximum amounts payable for principal and interest after the negative 
amortization period ends are calculated using the maximum principal amount permitted under 
the terms of the legal obligation at the end of the negative amortization period. See section § 
1026.37(c)(1)(i)(A) and associated commentary for guidance regarding when the negative 
amortization period ends for purposes of § 1026.37(c)(2). For example, if the maximum 
principal balance for the last payment in the negative amortization period is achieved at an 
interest rate that is not the maximum interest rate permitted under the terms of the legal 
obligation before the negative amortization period ends, future events requiring disclosure of 
additional, separate periodic payments or ranges of payments assume that the interest rate in 
effect at the end of the negative amortization period was such interest rate, and not the 
maximum possible interest rate. After the end of the negative amortization period, the general 
rule under § 1026.37(c)(2)(i)(A) regarding assumptions of interest rate changes for the 
maximum principal and interest payment to be disclosed applies from such interest rate. The 
minimum payment in an adjustable-rate loan that contains a negative amortization feature is 
determined pursuant to the general rule under § 1026.37(c)(2)(i)(A). 

3.  Disclosure of balloon payment amounts. Although the existence of a balloon payment is 
determined pursuant to § 1026.37(b)(5) and its commentary (see comment 37(c)(1)(i)(B)-1), 
balloon payment amounts to be disclosed under § 1026.37(c) are calculated in the same manner 
as periodic principal and interest payments under § 1026.37(c)(2)(i). For example, for a balloon 
payment amount that can change depending on previous interest rate adjustments that are 
based on the value of an index at the time of the adjustment, the balloon payment amounts are 
calculated using the assumptions for minimum and maximum interest rates described in § 
1026.37(c)(2)(i) and its commentary, and should be disclosed as a range of payments. 

Paragraph 37(c)(2)(ii). 

1.  Mortgage insurance disclosure. Mortgage insurance premiums should be reflected on the 
disclosure required by § 1026.37(c) even if no escrow account is established for the payment of 
mortgage insurance premiums. If the consumer is not required to purchase mortgage insurance 
or any functional equivalent, the creditor discloses the mortgage insurance premium amount 
as “0.” If the creditor is disclosing the automatic termination or the absence of mortgage 
insurance or any functional equivalent under applicable law or the absence of mortgage 
insurance or any functional equivalent after coverage has terminated, the creditor discloses the 
mortgage insurance premium as “–.” 

2.  Relationship to principal and interest disclosure. The creditor discloses mortgage 
insurance premiums pursuant to § 1026.37(c)(2)(ii) on the same periodic basis that payments 
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for principal and interest are disclosed pursuant to § 1026.37(c)(2)(i), even if mortgage 
insurance premiums are actually paid on some other periodic basis. If no escrow account for 
the payment of some or all such charges will be established, the creditor discloses the mortgage 
insurance premium as “0.” 

Paragraph 37(c)(2)(iii). 

1. Escrow disclosure. The disclosure described in § 1026.37(c)(2)(iii) required only if the creditor 
will establish an escrow account for the payment of some or all of the charges described in § 
1026.37(c)(4)(ii). 

CFPB Guide 

The maximum number of columns the Periodic Payments table may contain is four. If a 
loan has more than four triggering events, for example, if the loan has more than three rate 
changes, show a range of payments in the fourth column that reflects all remaining periodic 
payments not shown in the first three columns. (§ 1026.37(c)(1)(ii)) EXCEPT: 

• A Balloon Payment scheduled as a final payment always requires its own column. (§ 
1026.37(c)(1)(ii)(A)) 

• If disclosing the final Balloon Payment means that other triggering events will not fit 
within the four-column maximum, show the other triggering events as a range of 
payments in the third column. (§ 1026.37(c)(1)(ii)(A)) 

• A Balloon Payment that is not a final payment is a triggering event that does not 
necessarily require its own column. (Comment 37(c)(1)(ii)(A)-1) 

• The automatic termination of Mortgage Insurance generally requires the corresponding 
periodic payment to be shown in its own column, unless doing so would exceed the four-
column maximum. (§ 1026.37(c)(1)(ii)(B))Where the automatic termination of Mortgage 
Insurance need not be shown in its own column, the column showing the next periodic 
payment or range of payments should show the periodic payment amount without 
Mortgage Insurance. (Comment 37(c)(1)(ii)(B)-1) 
o Show a range of payments rather than a single payment when: 
o There are more triggering events than can be shown in four columns and thus one 

column must be used to show two or more periodic payment amounts. 

The Principal & Interest payment or range of such payments may change more than once in a 
single year or may change (at least once) in the same year as the initial periodic payment. 

The Principal & Interest payment may adjust based on an interest rate index and the rates 
are not yet known (i.e., for an Adjustable-Rate loan). (§ 1026.37(c)(1)(iii)) 

For a column that contains a range of payments, show both a minimum and maximum 
payment using rounded dollar amounts. (§ 1026.37(c)(1)(iii), (o)(4)(ii)) For an Adjustable-Rate 
loan, use the maximum and minimum interest rates that could apply such as through an interest 
rate cap. (Comment 37(c)(1)(iii)(C)-1) 

Ranges of payments are required only for the Principal & Interest amount and the Estimated 
Total Monthly Payment. Do not show a range of payments for Mortgage Insurance or Estimated 
Escrow. (Comment 37(c)(1)(iii)-1) 
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Payment Calculation Column Headings 

To the right of the Payment Calculation label, as column headings, use the years of the loan 
during which the payments or ranges of payments shown in that column will apply. (§ 
1026.37(c)(3)(ii)) 

Use a sequence of whole years, counting from the due date of the initial Periodic Payment. For 
example, a two-column projected payments table might contain the headings “years 1-7” and 
“Years 8-30” if a triggering event occurs 85 months after the due date of the initial Periodic 
Payment. If a triggering event occurs in the middle of a year, use the next year in sequence as the 
heading for the subsequent column. 

For example, assume a 30-year loan that requires Interest Only payments for the first 54 
months from the due date of the initial Periodic Payment. The column heading for the initial 
Periodic Payment would be “Years 1-5” and the column heading for the subsequent Periodic 
Payment would be “Years 6-30” because the triggering event occurs during the 5th year of the 
loan. (Comment 37(c)(3)(ii)-1) 

For Periodic Payments that may increase based on an adjustment of the interest rate, use the 
maximum loan term possible under the terms of the legal obligation. To calculate the maximum 
loan term, assume that the interest rate rises as rapidly as is possible under the terms of the legal 
obligation, taking into account any applicable interest rate caps. (Comment 37(c)(3)(ii)-2) 

For a Balloon Payment scheduled as a final payment, use Final Payment as the column 
heading. (§ 1026.37(c)(3)(iii)) 

Principal & Interest  

Use the amount due for Principal & Interest for the period shown in the column heading. (§ 
1026.37(c)(2)(i)) If the payment or range of payments includes any payments of Interest Only, use 
the phrase Only Interest under the amount of the payment or range of payments.  

Adjustable-Rate Loans 

Generally, calculate Principal & Interest using the maximum payments by assuming that the 
interest rate will rise as rapidly as possible, taking into account the terms of the legal obligation, 
including any applicable caps on interest rate adjustments and lifetime interest rate cap. Other 
laws, such as a state usury law, can set the maximum rate if the legal obligation does not include 
a lifetime interest rate cap. Calculate the minimum payments by assuming that the interest rate 
will decrease as rapidly as possible, taking into account any introductory rates, caps on interest 
rate adjustments, and lifetime interest rate floor. For an Adjustable-Rate loan based on an index 
that has no lifetime interest rate floor, the minimum interest rate is equal to the margin. 
(Comment 37(c)(2)(i)-1) 

For loans with a Negative Amortization feature, calculate Principal & Interest using the 
maximum payment amounts after the end of the period during which the principal balance may 
increase by assuming the maximum principal amount permitted under the terms of the legal 
obligation at the end of the period. Calculate the minimum payment amount by assuming the 
interest rate is the minimum possible under the terms of the legal obligation. (Comment 
37(c)(2)(i)-2) 

For loans with a Balloon Payment feature that may change depending on previous interest 
rate adjustments, calculate Principal & Interest using the assumptions for minimum and 
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maximum interest rates described above and show as a range of payments. (Comment 37(c)(2)(i)-
3) 

Mortgage Insurance 

Disclose the maximum amount payable as Mortgage Insurance that corresponds to the 
Principal & Interest payment shown in the same column. (§ 1026.37(c)(2)(ii)) Disclose as a rounded 
number. (§ 1026.37(o)(4)(ii)) 

Mortgage Insurance includes any mortgage guarantee that provides coverage similar to 
mortgage insurance (such as a U.S. Department of Veterans Affairs or U.S. Department of 
Agriculture guarantee), even if not technically considered insurance under State or other 
applicable law. (§ 1026.4(b)(5); Comment 37(c)(1)(i)(C)-1) 

Calculate Mortgage Insurance premiums based on the principal balance that will exist after 
changes to the interest rate and payment amounts pursuant to the legal obligation. The 
calculations should take into account any initial discounted or premium interest rate. For 
example, for an Adjustable-Rate transaction that has a discounted interest rate during an initial 
five-year period, calculate Mortgage Insurance premiums using a composite rate based on the rate 
in effect during the initial five-year period and, thereafter, the fully indexed rate, unless otherwise 
required by applicable law. (Comment 37(c)(1)(i)(C)-2) 

If Mortgage Insurance is not required, disclose “0.” (Comments 37(c)(2)(ii)-1 and -2)  

Disclose the Mortgage Insurance amount that corresponds with the Principal & Interest 
amount shown in the same column, even if Mortgage Insurance is paid on a different schedule 
than Principal & Interest. (Comment 37(c)(2)(ii)-2) 

Estimated Escrow  

Disclose the amount the consumer will pay into an escrow account each month under the terms 
of the legal obligation. (§ 1026.37(c)(2)(iii)) Use a rounded number. (§ 1026.37(o)(4)(ii)) If an escrow 
account will not be established, disclose “0.” Disclose “—” if there will be an escrow account, but 
the escrow account will be closed during the time-frame attributable to the applicable Periodic 
Payment. (Comment 37(c)(2)(iii)-1) 

Estimated Total Monthly Payment 

For each column, disclose the sum of the Principal & Interest, Mortgage Insurance, and 
Estimated Escrow as Estimated Total Monthly Payment. (§ 1026.37(c)(2)(iv)) The amount is 
rounded if any of the component amounts are rounded. (§ 1026.37(o)(4)(i)(C)) 

http://www.younginc.com/


CBC Program – ARM Loans 

Young & Associates, Inc. •  www.younginc.com • Page 67 

Completed Example 

 

[24] Subheadings (page 1, Projected Payments)  

Omitted. 

[25] Taxes, Insurance, and Assessments (page 1, Projected Payments)  

Omitted. 

[26] Calculation of Taxes and Insurance (Projected Payments)  

Omitted. 
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Section 5: Costs at Closing 
12 CFR § 1026.37(d) 

General Language § 1026.37(d) 

Y&A Comments: 

There are two potential “Costs at Closing” tables. The difference is whether there is a seller 
involved. 

Regardless of the table used, it simply totals that amounts required to close the loan. Every 
amount comes from a table or field located elsewhere in the disclosure.  

[27] Costs at Closing Table (page 1, Costs at Closing)  

Omitted. 

[28] Optional Alternative Table for Transactions Without a Seller 
(page 1, Costs at Closing)  

Omitted. 

[29] Web Site Reference (page 1, Bottom)  

Omitted.  
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Section 6: Closing Cost Details 
12 CFR § 1026.37(f) 

[30] Origination Charges (page 2, Loan Costs [A])  

Omitted. 

[31] Services You Cannot Shop For (page 2, Loan Costs [B])  

Omitted. 

[32] Services You Can Shop For (page 2, Loan Costs [C])  

Omitted. 

[33] Total Loan Costs (page 2, Loan Costs [D])  

Omitted. 

[34] Item Descriptions and Ordering (page 2, Loan Costs)  

Omitted. 

[35] Use of Addenda (page 2, Loan Costs)  

Omitted. 
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Section 7: Closing Cost Details; Other Costs 
12 CFR § 1026.37(g) 

[36] Taxes and Other Government Fees (page 2, Loan Costs [E])  

Omitted. 

[37] Prepaids (page 2, Loan Costs [F])  

Omitted. 

[38] Initial Escrow Payment at Closing (page 2, Loan Costs [G])  

Omitted. 

[39] Other (page 2, Loan Costs [H])  

Omitted. 

[40] Total Other Costs (page 2, Loan Costs [I])  

Omitted. 

[41] Total Closing Costs (page 2, Loan Costs [J]) 

Omitted. 

[42] Item Descriptions and Ordering (page 2, Loan Costs)  

Omitted. 
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[43] Use of Addenda (page 2, Loan Costs)  

Omitted. 
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Section 8: Calculating Cash to Close 
12 CFR § 1026.37(h) 

Regulatory Text 

(h) Calculating cash to close.  

Regulatory Commentary 

None. 

CFPB Guide 

None. 

[44] For All Transactions (page 2, Calculating Cash to Close)  

Omitted. 

[45] Transactions with No Seller (page 2, Calculating Cash to Close)  

Omitted. 

 

 

.  
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Section 9: Adjustable Payment Table 
12 CFR § 1026.37(i) 

[46] Adjustable Payment Table (page 2, bottom left)  

Note: The Adjustable Payment (AP) Table is disclosed when the periodic principal and interest 
payment may change after consummation, but not because of a change to the interest rate, or the 
loan is considered to be a Seasonal Payment product. (§ 1026.37(i)) For example, the AP Table is 
disclosed on a Fixed Rate loan with an Step Payment feature that is not the result of a change to 
the interest rate. If the loan does not contain these features, the AP Table is not disclosed. 
(Comment 37(i)-1) 

Further discussion omitted. 

Completed Example 
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Section 10: Adjustable Interest Rate Table 
12 CFR § 1026.37(j) 

[47] Adjustable Interest Rate Table  

 

 

Y&A Completion Instruction 

The AIR table is required to appear when the interest rate may change during the life of the 
loan. If a change in the interest rate is not anticipated (fixed rate) then the table cannot appear. 
The processor completes this section based on what is “normal” for the loan type for which the 
applicant is applying. 

Regulatory Text § 1026.37(j) 

(j) Adjustable interest rate table. If the interest rate may increase after consummation, a 
separate table under the master heading “Closing Cost Details” required by paragraph (f) 
of this section, and under the heading “Adjustable Interest Rate (AIR) Table” that 
contains the following information and satisfies the following requirements: 

Regulatory Commentary 

37(j) Adjustable interest rate table. 

1. When table is not permitted to be disclosed. The disclosure described in § 1026.37(j)  is 
required only if the interest rate may increase after consummation, either based on changes to 
an index or scheduled changes to the interest rate. If the legal obligation does not permit the 
interest rate to adjust after consummation, such as for a “Fixed Rate” product under § 
1026.37(a)(10), this table is not permitted to appear on the Loan Estimate. The creditor may 

This table is only displayed if 
the interest rate may change 
during the term of the loan. 
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not disclose a blank table or a table with “N/A” inserted within each row. 

CFPB Guide 

The Adjustable Interest Rate (AIR) Table is disclosed when the loan’s interest rate may 
increase after consummation. (§ 1026.37(j)) If the loan’s interest rate will not increase after 
consummation, the AIR Table is not disclosed. (Comment 37(j)-1) Because the interest rate for a 
Fixed Rate loan cannot change according to the definition in the TILA-RESPA rule, the AIR Table 
should never be disclosed with a Fixed Rate loan. 

The AIR Table includes the following information (§ 1026.37(j)): 

• As Index + Margin, the index upon which adjustments to the interest rate will be based 
and the margin that is added to the index to determine the interest rate (§ 1026.37(j)(1)); 

• For Step Rate products, the maximum amount of any adjustments to the interest rate that 
are scheduled and pre-determined (§ 1026.37(j)(2)); 

• The Initial Interest Rate at consummation (§ 1026.37(j)(3)); 

• The Minimum/Maximum Interest Rate for the loan, after any introductory period expires 
(§ 1026.37(j)(4)); 

• As Change Frequency (§ 1026.37(j)(5)): 

o For First Change, list the month when the first interest rate change may occur after 
consummation (§ 1026.37(j)(5)(i)); and 

o As Subsequent Changes, the frequency of interest rate adjustments after the initial 
adjustment (§ 1026.37(j)(5)(ii)); and 

• As Limits on Interest Rate Changes (§ 1026.37(j)(6)): 

o As First Change, the maximum possible change for the first adjustment of the interest 
rate after consummation (§ 1026.37(j)(6)(i)); and 

o As Subsequent Changes, the maximum possible change for subsequent adjustments of 
the interest rate. (§ 1026.37(j)(6)(ii)) 

 

 

Insert anticipated 
index and margin here.  
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Y&A Completion Instruction 

The processor must indicate the index and margin anticipated to be used in the note. This is 
generally set by the loan product type standards. 

The second section discusses a very rare situation, and is likely to never impact your 
institution. The first line of this table (see instruction changes to indicate the fact that this is a 
step rate loan, in which all increases in the interest rate are predetermined, not based on an index 
and margin. Should this occur, this information must be included. 

Regulatory Text § 1026.37(j)(1) 

(1) Index and margin. If the interest rate may adjust and the product type is not a “Step Rate” 
under paragraph (a)(10)(i)(B) of this section, the index upon which the adjustments to the 
interest rate are based and the margin that is added to the index to determine the interest 
rate, if any, labeled “Index + Margin.” 

Regulatory Text § 1026.37(j)(2) 

(2) Increases in interest rate. If the product type is a “Step Rate” and not also an “Adjustable 
Rate” under paragraph (a)(10)(i)(A)  of this section, the maximum amount of any adjustments 
to the interest rate that are scheduled and pre-determined, labeled “Interest Rate 
Adjustments.” 

Regulatory Commentary § 1026.37(j)(1) 

1. Index and margin. The index disclosed pursuant to § 1026.37(j)(1) must be stated such that a 
consumer reasonably can identify it. A common abbreviation or acronym of the name of the 
index may be disclosed in place of the proper name of the index if it is a commonly used public 
method of identifying the index. For example, “LIBOR” may be disclosed instead of London 
Interbank Offered Rate. The margin should be disclosed as a percentage. For example, if the 
contract determines the interest rate by adding 4.25 percentage points to the index, the margin 
should be disclosed as “4.25%.” 

Regulatory Commentary § 1026.37(j)(2) 

1. Adjustments not based on an index. If the legal obligation includes both adjustments to the 
interest rate based on an external index and scheduled and pre-determined adjustments to the 
interest rate, such as for a “Step Rate” product under § 1026.37(a)(10), the disclosure required 
by § 1026.37(j)(1), and not § 1026.37(j)(2), must be provided pursuant to § 1026.37(j)(2). The 
disclosure described in § 1026.37(j)(2) is stated only if the product type does not permit the 
interest rate to adjust based on an external index. 

CFPB Guide 

The index must be described such that a consumer can reasonably identify it. For example, 
LIBOR may be used instead of the London Interbank Offered Rate. The margin should be 
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disclosed as a percentage. For example, if the interest rate is calculated by adding 4.25 to LIBOR, 
the margin should be disclosed as 4.25%. (Comment 37(j)(1)-1) 

 

 

 

Y&A Completion Instruction 

The processor must insert the initial anticipated interest rate for the loan. 

Regulatory Text § 1026.37(j)(3) 

(3) Initial interest rate. The interest rate at consummation of the loan transaction, labeled 
“Initial Interest Rate.” 

Regulatory Commentary 

1. Interest rate at consummation. In all cases, the interest rate in effect at consummation must 
be disclosed as the initial interest rate, even if it will apply only for a short period, such as one 
month. 

CFPB Guide 

None. 

 

Insert initial anticipated 
interest rate here. 
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Y&A Completion Instruction 

The processor must insert the minimum and maximum interest rates here. These rates are 
generally called the floor rate and the ceiling rate. The regulation requires a ceiling rate. The floor 
rate is at the institution’s option. Often the floor rate will equal the margin, but it is not required 
to do so. 

Regulatory Text § 1026.37(j)(4) 

(4) Minimum and maximum interest rate. The minimum and maximum interest rates for the 
loan, after any introductory period expires, labeled “Minimum/Maximum Interest Rate.” 

Regulatory Commentary 

1.  Minimum interest rate. The minimum interest rate required to be disclosed by § 1026.37(j)(4) 
is the minimum interest rate that may occur at any time during the term of the transaction, 
after any introductory or “teaser” interest rate expires, under the terms of the legal obligation, 
such as an interest rate “floor.” If the terms of the legal obligation do not state a minimum 
interest rate, the minimum interest rate that applies to the transaction under applicable law 
must be disclosed. If the terms of the legal obligation do not state a minimum interest rate, and 
no other minimum interest rate applies to the transaction under applicable law, the amount of 
the margin is disclosed. 

2.  Maximum interest rate. The maximum interest rate required to be disclosed pursuant to § 
1026.37(j)(4) is the maximum interest rate permitted under the terms of the legal obligation, 
such as an interest rate “cap.” If the terms of the legal obligation do not specify a maximum 
interest rate, the maximum interest rate permitted by applicable law, such as State usury law, 
must be disclosed. 

CFPB Guide 

The maximum interest rate that applies to the loan under applicable law, such as State usury 
law, must be disclosed if the loan does not provide for a maximum interest rate. (Comment 37(j)(4)-
2) 

The minimum interest rate that applies to the loan under applicable law must be disclosed if 

Insert minimum and 
maximum interest rates 
here. 
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the loan does not provide for a minimum interest rate. However, if applicable law does not set a 
minimum interest rate, disclose the amount of the margin as the minimum interest rate. 
(Comment 37(j)(4)-1) 

 

 

 

Y&A Completion Instruction 

The processor should insert the time period to the first interest rate change and the time period 
between subsequent interest rate changes here. These rate change time periods are usually driven 
by the adjustable-rate product being offered for this loan. 

Regulatory Text § 1026.37(j)(5) 

(5) Frequency of adjustments. The following information, under the subheading “Change 
Frequency”: 

(i) The month when the interest rate after consummation may first change, calculated from 
the date interest for the first scheduled periodic payment begins to accrue, labeled “First 
Change;” and 

(ii) The frequency of interest rate adjustments after the initial adjustment to the interest rate, 
labeled, “Subsequent Changes.” 

Regulatory Commentary 

1.  Exact month unknown. The disclosure required by § 1026.37(j)(5) must state the first month 
for which the interest rate may change. This month is typically scheduled in the terms of the 
legal obligation. However, if the exact month is not known at the time the creditor provides the 
Loan Estimate, the creditor must disclose the earliest possible month under the terms of the 
legal obligation, based on the best information available to the creditor at the time. 

Insert the time period to the 
first-rate change, based on 
the first payment date. 

Insert the frequency of 
the subsequent rate changes 

here. 
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CFPB Guide 

Typically, the first change month for the interest rate is scheduled in the terms of the loan, 
but if the exact month is not known at the time creditor provides the Loan Estimate, the earliest 
possible month for the first change to the interest rate of the loan must be disclosed based on the 
best information available to the creditor at the time the Loan Estimate is disclosed. (Comment 
37(j)(5)-1) 

 

 

 
  

Y&A Completion Instruction 

The processor should insert the maximum amount that the interest rate may increase for both 
the first-rate change and any subsequent rate changes. These maximum rate changes are usually 
driven by the adjustable-rate product being offered for this loan. 

Regulatory Text § 1026.37(j)(6) 

(6) Limits on interest rate changes. The following information, under the subheading “Limits 
on Interest Rate Changes”: 

(i) The maximum possible change for the first adjustment of the interest rate after 
consummation, labeled “First Change;” and 

(ii) The maximum possible change for subsequent adjustments of the interest rate after 
consummation, labeled “Subsequent Changes.” 

Regulatory Commentary 

1. Different limits on subsequent interest rate adjustments. If more than one limit applies to 
the amount of adjustments to the interest rate after the initial adjustment, the greatest limit on 
subsequent adjustments must be disclosed. For example, if the initial interest rate adjustment 

Insert the limit for 
changes on the first interest 

rate change here. 

 

Insert the limit for 
subsequent interest rate 

changes here. 
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is capped at two percent, the second adjustment is capped at two and a half percent, and all 
subsequent adjustments are capped at three percent, the disclosure required by § 
1026.37(j)(6)(ii) states “3%.”  

CFPB Guide 

The greatest limit on changes in the interest rate must be disclosed when more than one limit 
applies to changes in the interest rate. For example, if the initial interest rate adjustment is 
capped at 2%, the second adjustment is capped at 2.5%, and all subsequent adjustments are 
capped at 3%, 3% is disclosed as Subsequent Changes. (Comment 37(j)(6)-1) 

Completed Example 
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Section 11: Contact Information 
12 CFR § 1026.37(k) 

[48] Contact Information  

Omitted. 
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Section 12: Comparisons 
12 CFR § 1026.37(l) 

[49] Comparisons 

 

Y&A Commentary: 

There are four comparison numbers to assist the applicant in evaluating the loan. The first 
two numbers focus on what the applicant is anticipated to pay the lender in the first five years. 
The third number is the traditional APR. The final number is the TIP, which explains the amount 
of interest that is anticipated to be paid as a percentage of the principal loan amount.  

Regulatory Text Text § 1026.37(l) 

(l) Comparisons. Under the master heading, “Additional Information About This Loan” required 
by paragraph (k) of this section, in a separate table under the heading “Comparisons” along 
with the statement “Use these measures to compare this loan with other loans”: 

Regulatory Commentary 

None.  

CFPB Guide 

The Comparisons table discloses information related to the costs of the loan In Five Years, the 
Annual Percentage Rate (APR), and the Total Interest Percentage (TIP).  
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Y&A Completion Instruction 

The processor should assure that the software inserts the appropriate information in this 
table, All amounts here should be calculated without intervention of the processor. The first two 
number are related to the first five years of payments, counting from the date of first payment. 
Closing costs are part of the total amount paid calculation, making the total amount disclosed as 
paid in the first five years higher than simply the payment amount times 60. The second amount 
shown is the anticipated principal reduction that should occur during that same time period. All 
dollar amounts are rounded to the nearest dollar. 

Regulatory Text § 1026.37(l)(1) 

(1) In five years. Using the label “In 5 Years”: 

(i) The total principal, interest, mortgage insurance, and loan costs scheduled to be paid 
through the end of the 60th month after the due date of the first periodic payment, 
expressed as a dollar amount, along with the statement “Total you will have paid in 
principal, interest, mortgage insurance, and loan costs”; and 

(ii) The principal scheduled to be paid through the end of the 60th month after the due date of 
the first periodic payment, expressed as a dollar amount, along with the statement 
“Principal you will have paid off.” 

Regulatory Commentary 

37(l)(1) In five years. 

1. Loans with terms of less than five years. In transactions with a scheduled loan term of less 
than 60 months, to comply with § 1026.37(l)(1), the creditor discloses the amounts paid through 
the end of the loan term. 

Paragraph 37(l)(1)(i). 

1. Calculation of total payments in five years. The amount disclosed under § 1026.37(l)(1)(i) 
is the sum of principal, interest, mortgage insurance, and loan costs scheduled to be paid 
through the end of the 60th month after the due date of the first periodic payment. For guidance 

Insert two amounts – what the applicant will pay 
in the first five years, and the portion of that 
total that will be principal reduction. 
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on how to calculate interest for mortgage loans that are Adjustable-Rate products under § 
1026.37(a)(10)(i)(A) for purposes of § 1026.37(l)(1)(i), see comment 17(c)(1)-10. In addition, for 
purposes of § 1026.37(l)(1)(i), the creditor should assume that the consumer makes payments as 
scheduled and on time. For purposes of § 1026.37(l)(1)(i), mortgage insurance means “mortgage 
insurance or any functional equivalent” as defined under comment 37(c)(1)(i)(C)-1 and includes 
prepaid or escrowed mortgage insurance. Loan costs are those costs disclosed under § 
1026.37(f). 

2.  Negative amortization loans. For loans that have a negative amortization feature under § 
1026.37(a)(10)(ii)(A), the creditor calculates the total payments in five years using the scheduled 
payments, even if it is a negatively amortizing payment amount, until the consumer must begin 
making fully amortizing payments under the terms of the legal obligation. 

Paragraph 37(l)(1)(ii). 

1. Calculation of principal paid in five years. The disclosure required by § 1026.37(l)(1)(ii)  is 
calculated in the same manner as the disclosure required by § 1026.37(l)(1)(i), except that the 
disclosed amount reflects only the total payments to principal through the end of the 60th month 
after the due date of the first periodic payment. 

CFPB Guide 

In 5 Years includes the following information: 

• The total amount the consumer will have paid in principal, interest, mortgage insurance, 
and loan costs paid through the end of the 60th month after the due date of the first periodic 
payment; and 

• The amount of principal paid through the end of the 60th month after the due date of the 
first periodic payment. (§ 1026.37(l)(1)) 

 

 

 

 

Y&A Completion Instruction 

The third number in this table is the traditional APR.  No direct processor action is required. 

Insert the APR here. 
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Regulatory Text § 1026.37(l)(2) 

(2) Annual percentage rate. The “Annual Percentage Rate,” using that term and the abbreviation 
“APR” and expressed as a percentage, and the following statement: “Your costs over the loan 
term expressed as a rate. This is not your interest rate.” 

Regulatory Commentary 

None. 

CFPB Guide 

Disclose the APR, together with a brief descriptive statement, in the Comparisons table on 
page 3. For information on how to calculate the APR, see § 1026.22 and appendix J to Regulation 
Z. (§ 1026.37(l)(2)) 

 

 

 

 

 

Y&A Completion Instruction 

The TIP is a percentage that indicates what portion of the principal the applicant is anticipated 
to pay back in interest over the life of the loan.  For instance, a loan with a $100,000 principal 
balance and a total of payments of $160,000 would have a TIP of 60%. This should not involve any 
direct action by the processor. 

Regulatory Text § 1026.37(l)(3) 

(3) Total interest percentage. The total amount of interest that the consumer will pay over the 
life of the loan, expressed as a percentage of the amount of credit extended, using the term 
“Total Interest Percentage,” the abbreviation “TIP,” and the statement “The total 
amount of interest that you will pay over the loan term as a percentage of your loan 
amount.” 

Insert the TIP here. 
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Regulatory Commentary 

37(l)(3) Total interest percentage. 

1.  General. When calculating the total interest percentage, the creditor assumes that the 
consumer will make each payment in full and on time and will not make any additional 
payments. The creditor includes prepaid interest that the consumer will pay when calculating 
the total interest percentage. Prepaid interest that is disclosed as a negative number under §§ 
1026.37(g)(2) or 1026.38(g)(2) is included as a negative value when calculating the total interest 
percentage. 

2. Adjustable rate and step rate mortgages. For Adjustable-Rate products under § 
1026.37(a)(10)(i)(A), § 1026.37(l)(3) requires that the creditor compute the total interest 
percentage in accordance with comment 17(c)(1)-10. For Step Rate products under § 
1026.37(a)(10)(i)(B), § 1026.37(l)(3) requires that the creditor compute the total interest 
percentage in accordance with § 1026.17(c)(1) and its associated commentary. 

3.  Negative amortization loans. For loans that have a negative amortization feature under § 
1026.37(a)(10)(ii)(A), § 1026.37(l)(3) requires that the creditor compute the total interest 
percentage using the scheduled payment, even if it is a negatively amortizing payment amount, 
until the consumer must begin making fully amortizing payments under the terms of the legal 
obligation. 

CFPB Guide 

The TIP is the total amount of interest that the consumer will pay over the loan term, 
expressed as a percentage of the Loan Amount. (§ 1026.37(l)(3)) The TIP includes prepaid interest 
that the consumer will pay, but does not include prepaid interest that someone other than the 
consumer will pay. If prepaid interest is disclosed as a negative number, the negative value of the 
prepaid interest must be included in the calculation of the TIP. (Comment 37(l)(3)-1). 

For example, if the Loan Amount is $100,000 and the total amount of interest that the 
consumer will pay over the Loan Term is $50,000, then the TIP is 50%. 

Completed Example 
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Section 13: Other Considerations 
12 CFR § 1026.37(m) 

[50] Appraisal  (page 3, Other Considerations)  

Omitted. 

[51] Assumption (page 3, Other Considerations)  

Omitted. 

[52] Homeowners Insurance (page 3, Other Considerations)  

Omitted. 

[53] Late Payment (page 3, Other Considerations) 

Omitted. 

[54] Refinance (page 3, Other Considerations)  

Omitted. 

[55] Servicing (page 3, Other Considerations)  

Omitted. 

[56] Liability After Foreclosure 

Omitted. 
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Section 14: Signature Statement 
12 CFR § 1026.37(n) 

[57] Confirm Receipt (page 3, Confirm Receipt)  

Omitted. 

[58] Loan Acceptance (page 3, Confirm Receipt)  

Omitted. 

Balance of Loan Estimate Instruction Omitted 
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