
15 U.S. Code § 1639d
Escrow or impound accounts relating to certain consumer credit
transactions

(a) In general
Except as provided in subsection (b), (c), (d), or (e), a creditor, in connection with the consummation of a
consumer credit transaction secured by a first lien on the principal dwelling of the consumer, other than a
consumer credit transaction under an open end credit plan or a reverse mortgage, shall establish, before the
consummation of such transaction, an escrow or impound account for the payment of taxes and hazard
insurance, and, if applicable, flood insurance, mortgage insurance, ground rents, and any other required
periodic payments or premiums with respect to the property or the loan terms, as provided in, and in
accordance with, this section.

(b) When required
No impound, trust, or other type of account for the payment of property taxes, insurance premiums, or other
purposes relating to the property may be required as a condition of a real property sale contract or a loan
secured by a first deed of trust or mortgage on the principal dwelling of the consumer, other than a consumer
credit transaction under an open end credit plan or a reverse mortgage, except when—

(1) any such impound, trust, or other type of escrow or impound account for such purposes is required by
Federal or State law;

(2) a loan is made, guaranteed, or insured by a State or Federal governmental lending or insuring agency;

(3) the transaction is secured by a first mortgage or lien on the consumer’s principal dwelling having an
original principal obligation amount that—

(A) does not exceed the amount of the maximum limitation on the original principal obligation of
mortgage in effect for a residence of the applicable size, as of the date such interest rate set, pursuant to
the sixth sentence of section 1454(a)(2) of title 12, and the annual percentage rate will exceed the average
prime offer rate as defined in section 1639c of this title by 1.5 or more percentage points; or

(B) exceeds the amount of the maximum limitation on the original principal obligation of mortgage in
effect for a residence of the applicable size, as of the date such interest rate set, pursuant to the sixth
sentence of section 1454(a)(2) of title 12, and the annual percentage rate will exceed the average prime
offer rate as defined in section 1639c of this title by 2.5 or more percentage points; or
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