
Answers to the Most Frequently Asked

truth-In-lendIng questIons

AnnuAl 
PercentAge rAte
The cosT of your crediT 
as a yearly raTe.

A     %

totAl oF PAyMents
The amounT you will have 
paid afTer you have made 
all paymenTs as scheduled

$     d

AMount FInAnced
The amounT of crediT 
provided To you or on 
your behalf

$     c

FInAnce chArge
The dollar amounT The 
crediT will cosT you

$     B

q:	 whAt Is A truth-In-lendIng dIsclosure And why do I receIve It?
A: The disclosure is designed To give you informaTion abouT The cosTs of your loan so ThaT you may compare 

These cosTs wiTh Those of oTher loan programs or lenders.

q: whAt Is the AnnuAl PercentAge rAte? (Box “A” ABove)
A: The annual percenTage raTe (apr) is The cosT of your crediT expressed as an annual raTe. because you may 

be paying loan discounT “poinTs” and oTher “prepaid” finance charges aT closing, The apr disclosed is ofTen 
higher Than The inTeresT raTe on your loan. This apr can be compared To The apr on oTher loan programs To 
give you a consisTenT means of comparing raTes and programs.

q: why Is the AnnuAl PercentAge rAte dIFFerent FroM the Interest rAte For whIch I APPlIed?
A: The apr is compuTed from The amounT financed and based on whaT your proposed paymenTs will be on The 

acTual loan amounT crediTed To you aT seTTlemenT. in a $50,000 loan wiTh $2,000 prepaid finance charges, 
a 30 year Term, and a fixed inTeresT raTe of 12%, The paymenTs would be $514.31 (principal and inTeresT). since 
The apr is based on The amounT financed ($48,000), while The paymenT is based on The acTual loan amounT 
given ($50,000), The apr (12.553%) is higher Than The inTeresT raTe.

q: whAt Is the FInAnce chArge? (Box “B” ABove)
A: The finance charge is The cosT of crediT expressed in dollars. iT is The ToTal amounT of inTeresT calculaTed aT 

The inTeresT raTe over The life of The loan, plus prepaid finance charges and The ToTal amounT of any required 
morTgage insurance charged over The life of The loan.

q: whAt Is the AMount FInAnced? (Box “c” ABove)
A: The amounT financed is The amounT of crediT provided To you or on your behalf, minus The prepaid finance 

charges. prepaid finance charges include iTems paid aT or before seTTlemenT, such as loan originaTion, 
commiTmenT, or discounT fees (“poinTs”), adjusTed inTeresT, and iniTial morTgage insurance premium. The amounT 
financed is lower Than The amounT you applied for because iT represenTs a neT figure. if you applied for 
$50,000 and The prepaid finance charges ToTal $2,000, The amounT financed would be $48,000.

q: does thIs MeAn I wIll get A sMAller loAn thAn I APPlIed For?
A: no. if your loan is approved in The amounT requesTed, you will receive crediT Toward your home purchase 

or refinance for The full amounT for which you applied. in The example above, you would receive a $50,000 
loan, noT a $48,000 loan.

q: whAt Is the totAl oF PAyMents? (Box “d” ABove)
A: This figure represenTs The ToTal amounT you will have paid if you make The minimum required paymenTs for 

The enTire Term of The loan. This includes principal, inTeresT, and morTgage insurance premiums, buT does noT 
include paymenTs for real esTaTe Taxes or properTy insurance premiums.

q: My dIsclosure sAys thAt IF I PAy the loAn oFF eArly, I wIll not Be entItled to A reFund oF PArt oF 
the FInAnce chArge. whAt does thIs MeAn?

A: This means ThaT you will be charged inTeresT for The period of Time in which you used The money loaned To you. 
your prepaid finance charges are generally noT refundable, nor is any inTeresT ThaT has already been paid.

q: whAt Is the FIlIng Fee:
A: The filing fee is an esTimaTe of The cosT of recording The legal documenTs (morTgage, deed of TrusT, deed, eTc.) 

connecTed wiTh your TransacTion. The fee will be charged aT seTTlemenT; please do noT send iT now.


