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it is closer to the actual annual per-
centage rate than the rate that would 
be considered accurate under para-
graph (a)(4) of this section. 

(b) Computation tools. (1) The Regula-
tion Z Annual Percentage Rate Tables 
produced by the Bureau may be used to 
determine the annual percentage rate, 
and any rate determined from those ta-
bles in accordance with the accom-
panying instructions complies with the 
requirements of this section. Volume I 
of the tables applies to single advance 
transactions involving up to 480 
monthly payments or 104 weekly pay-
ments. It may be used for regular 
transactions and for transactions with 
any of the following irregularities: an 
irregular first period, an irregular first 
payment, and an irregular final pay-
ment. Volume II of the tables applies 
to transactions involving multiple ad-
vances and any type of payment or pe-
riod irregularity. 

(2) Creditors may use any other com-
putation tool in determining the an-
nual percentage rate if the rate so de-
termined equals the rate determined in 
accordance with appendix J to this 
part, within the degree of accuracy set 
forth in paragraph (a) of this section. 

(c) Single add-on rate transactions. If a 
single add-on rate is applied to all 
transactions with maturities up to 60 
months and if all payments are equal 
in amount and period, a single annual 
percentage rate may be disclosed for 
all those transactions, so long as it is 
the highest annual percentage rate for 
any such transaction. 

(d) Certain transactions involving 
ranges of balances. For purposes of dis-
closing the annual percentage rate re-
ferred to in § 1026.17(g)(4) (Mail or tele-
phone orders—delay in disclosures) and 
(h) (Series of sales—delay in disclo-
sures), if the same finance charge is 
imposed on all balances within a speci-
fied range of balances, the annual per-
centage rate computed for the median 
balance may be disclosed for all the 
balances. However, if the annual per-
centage rate computed for the median 
balance understates the annual per-
centage rate computed for the lowest 
balance by more than 8 percent of the 
latter rate, the annual percentage rate 
shall be computed on whatever lower 
balance will produce an annual per-

centage rate that does not result in an 
understatement of more than 8 percent 
of the rate determined on the lowest 
balance. 

EFFECTIVE DATE NOTE: At 78 FR 80112, Dec. 
31, 2013, § 1026.22 was amended by revising 
paragraphs (a)(4) and (5), effective Aug. 1, 
2015. For the convenience of the user, the re-
vised text is set forth as follows: 

§ 1026.22 Determination of annual percent-
age rate. 

(a) * * * 
(4) Mortgage loans. If the annual percentage 

rate disclosed in a transaction secured by 
real property or a dwelling varies from the 
actual rate determined in accordance with 
paragraph (a)(1) of this section, in addition 
to the tolerances applicable under para-
graphs (a)(2) and (3) of this section, the dis-
closed annual percentage rate shall also be 
considered accurate if: 

(i) The rate results from the disclosed fi-
nance charge; and 

(ii)(A) The disclosed finance charge would 
be considered accurate under § 1026.18(d)(1) or 
§ 1026.38(o)(2), as applicable; or 

(B) For purposes of rescission, if the dis-
closed finance charge would be considered 
accurate under § 1026.23(g) or (h), whichever 
applies. 

(5) Additional tolerance for mortgage loans. In 
a transaction secured by real property or a 
dwelling, in addition to the tolerances appli-
cable under paragraphs (a)(2) and (3) of this 
section, if the disclosed finance charge is cal-
culated incorrectly but is considered accu-
rate under § 1026.18(d)(1) or § 1026.38(o)(2), as 
applicable, or § 1026.23(g) or (h), the disclosed 
annual percentage rate shall be considered 
accurate: 

* * * * * 

§ 1026.23 Right of rescission. 
(a) Consumer’s right to rescind. (1) In a 

credit transaction in which a security 
interest is or will be retained or ac-
quired in a consumer’s principal dwell-
ing, each consumer whose ownership 
interest is or will be subject to the se-
curity interest shall have the right to 
rescind the transaction, except for 
transactions described in paragraph (f) 
of this section. For purposes of this 
section, the addition to an existing ob-
ligation of a security interest in a con-
sumer’s principal dwelling is a trans-
action. The right of rescission applies 
only to the addition of the security in-
terest and not the existing obligation. 
The creditor shall deliver the notice re-
quired by paragraph (b) of this section 
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but need not deliver new material dis-
closures. Delivery of the required no-
tice shall begin the rescission period. 

(2) To exercise the right to rescind, 
the consumer shall notify the creditor 
of the rescission by mail, telegram or 
other means of written communica-
tion. Notice is considered given when 
mailed, when filed for telegraphic 
transmission or, if sent by other 
means, when delivered to the creditor’s 
designated place of business. 

(3)(i) The consumer may exercise the 
right to rescind until midnight of the 
third business day following con-
summation, delivery of the notice re-
quired by paragraph (b) of this section, 
or delivery of all material disclosures, 
whichever occurs last. If the required 
notice or material disclosures are not 
delivered, the right to rescind shall ex-
pire 3 years after consummation, upon 
transfer of all of the consumer’s inter-
est in the property, or upon sale of the 
property, whichever occurs first. In the 
case of certain administrative pro-
ceedings, the rescission period shall be 
extended in accordance with section 
125(f) of the Act. 

(ii) For purposes of this paragraph 
(a)(3), the term ‘‘material disclosures’’ 
means the required disclosures of the 
annual percentage rate, the finance 
charge, the amount financed, the total 
of payments, the payment schedule, 
and the disclosures and limitations re-
ferred to in §§ 1026.32(c) and (d) and 
1026.43(g). 

(4) When more than one consumer in 
a transaction has the right to rescind, 
the exercise of the right by one con-
sumer shall be effective as to all con-
sumers. 

(b)(1) Notice of right to rescind. In a 
transaction subject to rescission, a 
creditor shall deliver two copies of the 
notice of the right to rescind to each 
consumer entitled to rescind (one copy 
to each if the notice is delivered in 
electronic form in accordance with the 
consumer consent and other applicable 
provisions of the E-Sign Act). The no-
tice shall be on a separate document 
that identifies the transaction and 
shall clearly and conspicuously dis-
close the following: 

(i) The retention or acquisition of a 
security interest in the consumer’s 
principal dwelling. 

(ii) The consumer’s right to rescind 
the transaction. 

(iii) How to exercise the right to re-
scind, with a form for that purpose, 
designating the address of the credi-
tor’s place of business. 

(iv) The effects of rescission, as de-
scribed in paragraph (d) of this section. 

(v) The date the rescission period ex-
pires. 

(2) Proper form of notice. To satisfy 
the disclosure requirements of para-
graph (b)(1) of this section, the creditor 
shall provide the appropriate model 
form in appendix H of this part or a 
substantially similar notice. 

(c) Delay of creditor’s performance. Un-
less a consumer waives the right of re-
scission under paragraph (e) of this sec-
tion, no money shall be disbursed other 
than in escrow, no services shall be 
performed and no materials delivered 
until the rescission period has expired 
and the creditor is reasonably satisfied 
that the consumer has not rescinded. 

(d) Effects of rescission. (1) When a 
consumer rescinds a transaction, the 
security interest giving rise to the 
right of rescission becomes void and 
the consumer shall not be liable for 
any amount, including any finance 
charge. 

(2) Within 20 calendar days after re-
ceipt of a notice of rescission, the cred-
itor shall return any money or prop-
erty that has been given to anyone in 
connection with the transaction and 
shall take any action necessary to re-
flect the termination of the security 
interest. 

(3) If the creditor has delivered any 
money or property, the consumer may 
retain possession until the creditor has 
met its obligation under paragraph 
(d)(2) of this section. When the creditor 
has complied with that paragraph, the 
consumer shall tender the money or 
property to the creditor or, where the 
latter would be impracticable or in-
equitable, tender its reasonable value. 
At the consumer’s option, tender of 
property may be made at the location 
of the property or at the consumer’s 
residence. Tender of money must be 
made at the creditor’s designated place 
of business. If the creditor does not 
take possession of the money or prop-
erty within 20 calendar days after the 
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consumer’s tender, the consumer may 
keep it without further obligation. 

(4) The procedures outlined in para-
graphs (d)(2) and (3) of this section may 
be modified by court order. 

(e) Consumer’s waiver of right to re-
scind. The consumer may modify or 
waive the right to rescind if the con-
sumer determines that the extension of 
credit is needed to meet a bona fide 
personal financial emergency. To mod-
ify or waive the right, the consumer 
shall give the creditor a dated written 
statement that describes the emer-
gency, specifically modifies or waives 
the right to rescind, and bears the sig-
nature of all the consumers entitled to 
rescind. Printed forms for this purpose 
are prohibited. 

(f) Exempt transactions. The right to 
rescind does not apply to the following: 

(1) A residential mortgage trans-
action. 

(2) A refinancing or consolidation by 
the same creditor of an extension of 
credit already secured by the con-
sumer’s principal dwelling. The right of 
rescission shall apply, however, to the 
extent the new amount financed ex-
ceeds the unpaid principal balance, any 
earned unpaid finance charge on the 
existing debt, and amounts attributed 
solely to the costs of the refinancing or 
consolidation. 

(3) A transaction in which a state 
agency is a creditor. 

(4) An advance, other than an initial 
advance, in a series of advances or in a 
series of single-payment obligations 
that is treated as a single transaction 
under § 1026.17(c)(6), if the notice re-
quired by paragraph (b) of this section 
and all material disclosures have been 
given to the consumer. 

(5) A renewal of optional insurance 
premiums that is not considered a refi-
nancing under § 1026.20(a)(5). 

(g) Tolerances for accuracy—(1) One- 
half of 1 percent tolerance. Except as 
provided in paragraphs (g)(2) and (h)(2) 
of this section, the finance charge and 
other disclosures affected by the fi-
nance charge (such as the amount fi-
nanced and the annual percentage rate) 
shall be considered accurate for pur-
poses of this section if the disclosed fi-
nance charge: 

(i) Is understated by no more than 1⁄2 
of 1 percent of the face amount of the 
note or $100, whichever is greater; or 

(ii) Is greater than the amount re-
quired to be disclosed. 

(2) One percent tolerance. In a refi-
nancing of a residential mortgage 
transaction with a new creditor (other 
than a transaction covered by § 1026.32), 
if there is no new advance and no con-
solidation of existing loans, the finance 
charge and other disclosures affected 
by the finance charge (such as the 
amount financed and the annual per-
centage rate) shall be considered accu-
rate for purposes of this section if the 
disclosed finance charge: 

(i) Is understated by no more than 1 
percent of the face amount of the note 
or $100, whichever is greater; or 

(ii) Is greater than the amount re-
quired to be disclosed. 

(h) Special rules for foreclosures—(1) 
Right to rescind. After the initiation of 
foreclosure on the consumer’s principal 
dwelling that secures the credit obliga-
tion, the consumer shall have the right 
to rescind the transaction if: 

(i) A mortgage broker fee that should 
have been included in the finance 
charge was not included; or 

(ii) The creditor did not provide the 
properly completed appropriate model 
form in appendix H of this part, or a 
substantially similar notice of rescis-
sion. 

(2) Tolerance for disclosures. After the 
initiation of foreclosure on the con-
sumer’s principal dwelling that secures 
the credit obligation, the finance 
charge and other disclosures affected 
by the finance charge (such as the 
amount financed and the annual per-
centage rate) shall be considered accu-
rate for purposes of this section if the 
disclosed finance charge: 

(i) Is understated by no more than 
$35; or 

(ii) Is greater than the amount re-
quired to be disclosed. 

[76 FR 79772, Dec. 22, 2011, as amended at 78 
FR 30745, May 23, 2013; 78 FR 60440, Oct. 1, 
2013] 

§ 1026.24 Advertising. 

(a) Actually available terms. If an ad-
vertisement for credit states specific 
credit terms, it shall state only those 
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