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to the loan balance, adding an escrow ac-
count to the loan, or purchasing a property 
insurance policy on the consumer’s behalf 
that may be more expensive and provide 
fewer benefits than a policy that the con-
sumer could obtain directly; 

(B) A statement with a telephone number 
that the consumer can use to request addi-
tional information about the cancellation of 
the escrow account; 

(C) A statement of whether the creditor or 
servicer offers the option of keeping the es-
crow account open and, as applicable, a tele-
phone number the consumer can use to re-
quest that the account be kept open; and 

(D) A statement of whether there is a cut- 
off date by which the consumer can request 
that the account be kept open. 

(3) Optional information. The creditor or 
servicer may, at its option, include its name 
or logo, the consumer’s name, phone number, 
mailing address and property address, the 
issue date of the notice, the loan number, or 
the consumer’s account number on the no-
tice required by this paragraph (e). Except 
for the name and logo of the creditor or 
servicer, the information described in this 
paragraph may be placed between the head-
ing required by paragraph (e)(2) of this sec-
tion and the disclosures required by para-
graphs (e)(2)(i) and (ii) of this section. The 
name and logo may be placed above the 
heading required by paragraph (e)(2) of this 
section. 

(4) Form of disclosures. The disclosures re-
quired by paragraph (e)(2) of this section 
shall be provided in a minimum 10-point 
font, grouped together on the front side of a 
one-page document, separate from all other 
materials, with the headings, content, order, 
and format substantially similar to model 
form H–29 in appendix H to this part. The 
disclosure of the heading required by para-
graph (e)(2) of this section shall be more con-
spicuous than, and shall precede, the other 
disclosures required by paragraph (e)(2) of 
this section. 

(5) Timing—(i) Cancellation upon consumer’s 
request. If the creditor or servicer cancels the 
escrow account at the consumer’s request, 
the creditor or servicer shall ensure that the 
consumer receives the disclosures required 
by paragraph (e)(2) of this section no later 
than three business days before the closure 
of the consumer’s escrow account. 

(ii) Cancellations other than upon the con-
sumer’s request. If the creditor or servicer 
cancels the escrow account and the cancella-
tion is not at the consumer’s request, the 
creditor or servicer shall ensure that the 
consumer receives the disclosures required 
by paragraph (e)(2) of this section no later 
than 30 business days before the closure of 
the consumer’s escrow account. 

(iii) Receipt of disclosure. If the disclosures 
required by paragraph (e)(2) 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. 

§ 1026.21 Treatment of credit balances. 
When a credit balance in excess of $1 

is created in connection with a trans-
action (through transmittal of funds to 
a creditor in excess of the total balance 
due on an account, through rebates of 
unearned finance charges or insurance 
premiums, or through amounts other-
wise owed to or held for the benefit of 
a consumer), the creditor shall: 

(a) Credit the amount of the credit 
balance to the consumer’s account; 

(b) Refund any part of the remaining 
credit balance, upon the written re-
quest of the consumer; and 

(c) Make a good faith effort to refund 
to the consumer by cash, check, or 
money order, or credit to a deposit ac-
count of the consumer, any part of the 
credit balance remaining in the ac-
count for more than 6 months, except 
that no further action is required if the 
consumer’s current location is not 
known to the creditor and cannot be 
traced through the consumer’s last 
known address or telephone number. 

§ 1026.22 Determination of annual per-
centage rate. 

(a) Accuracy of annual percentage rate. 
(1) The annual percentage rate is a 
measure of the cost of credit, expressed 
as a yearly rate, that relates the 
amount and timing of value received 
by the consumer to the amount and 
timing of payments made. The annual 
percentage rate shall be determined in 
accordance with either the actuarial 
method or the United States Rule 
method. Explanations, equations and 
instructions for determining the an-
nual percentage rate in accordance 
with the actuarial method are set forth 
in appendix J to this part. An error in 
disclosure of the annual percentage 
rate or finance charge shall not, in 
itself, be considered a violation of this 
part if: 

(i) The error resulted from a cor-
responding error in a calculation tool 
used in good faith by the creditor; and 

(ii) Upon discovery of the error, the 
creditor promptly discontinues use of 
that calculation tool for disclosure 
purposes and notifies the Bureau in 
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writing of the error in the calculation 
tool. 

(2) As a general rule, the annual per-
centage rate shall be considered accu-
rate if it is not more than 1⁄8 of 1 per-
centage point above or below the an-
nual percentage rate determined in ac-
cordance with paragraph (a)(1) of this 
section. 

(3) In an irregular transaction, the 
annual percentage rate shall be consid-
ered accurate if it is not more than 1⁄4 
of 1 percentage point above or below 
the annual percentage rate determined 
in accordance with paragraph (a)(1) of 
this section. For purposes of this para-
graph (a)(3), an irregular transaction is 
one that includes one or more of the 
following features: multiple advances, 
irregular payment periods, or irregular 
payment amounts (other than an irreg-
ular first period or an irregular first or 
final payment). 

(4) Mortgage loans. If the annual per-
centage 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 toler-
ances applicable under paragraphs 
(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 
finance charge; and 

(ii)(A) The disclosed finance charge 
would be considered accurate under 
§ 1026.18(d)(1); or 

(B) For purposes of rescission, if the 
disclosed finance charge would be con-
sidered 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 applicable under para-
graphs (a)(2) and (3) of this section, if 
the disclosed finance charge is cal-
culated incorrectly but is considered 
accurate under § 1026.18(d)(1) or 
§ 1026.23(g) or (h), the disclosed annual 
percentage rate shall be considered ac-
curate: 

(i) If the disclosed finance charge is 
understated, and the disclosed annual 
percentage rate is also understated but 
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; 

(ii) If the disclosed finance charge is 
overstated, and the disclosed annual 
percentage rate is also overstated but 
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 
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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 
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 
1026.35(e)(2). 

(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 
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