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TILA-RESPA Integrated Disclosures

The light at the end of the tunnel?
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or ... an oncoming train!
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e Background

 New Regulations / Changes
* Loan Estimate

* Closing Disclosure

* Penalties

e Record Keeping

e Challenges

e Practical Implications
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* Real Estate Sales Procedures Act (RESPA)

e Anti-kickback legislation
e Eliminate abusive practices that inflate consumer costs

e Consumer disclosure requirements
e Transparency for buyer and seller transaction costs

e Truth in Lending Act (TILA)

e Informed use of credit
e Disclosure of credit terms

e Cost of credit calculators
* Annual Percentage Rate and Finance Charges

e Projected payment schedule
* Enables consumer price comparison
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* TILA and RESPA currently require two different buyer disclosure forms

e Current Disclosure Timing
e Both require disclosure thee days after application
e Both require final disclosure shortly before consummation

e Current Disclosure Issues
e Overlapping information
* Inconsistent language
e Can be confusing to consumers
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e Congress directed the Consumer Financial Protection Bureau (CFPB)
to integrate the TILA and RESPA disclosures

e The Dodd-Frank Act

e TILA-RESPA Integrated Disclosures (TRID) is CFPB’s attempt to satisfy
congressional mandate and the “Know Before You Owe” campaign

* CFPB Goals for TRID:

1. Consumer friendly mortgage disclosure forms
2. Improve consumer understanding

3. Aid comparison shopping

4. Prevent surprises at the closing table
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 New Disclosure Regulations issued November 2013

e Two New Forms
e Loan Estimate
e Closing Disclosure

e Effective Date August 1, 2015 ‘ October 3, 2015

Application Good Faith Estimate Initial TIL Loan Estimate
Closing HUD-1 Final TIL Closing Disclosure
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e Substantial changes to TILA regulations to combine TILA and RESPA
disclosure forms

e CFPB Regulations X and Z implementing TILA

e GFE and HUD-1 are still in play for some closings

e New Regulation applies to:
 Most closed-end consumer mortgage loans

e Does not apply to:
e HELOC
* Reverse Mortgages
* Mortgages secured by mobile homes or dwellings not attached

* Some differences for time shares and construction loans
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* TRID Narrow Definition of “Application”
* Not previously defined by TILA or RESPA statutes

 CFPB Regulation X: seven elements e NEW Definition: six elements

1. Borrower name 1. Borrower name

2. Income 2. Income

3. SSN 3. SSN

4. Property address 4. Property address

5. Estimated property value 5. Estimated property value
6. Mortgage loan amount 6. Mortgage loan amount
7. “Any other information deemed

necessary for the originator.”
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* Timing
e Loan Estimate

* Must be provided to consumer within three business days of application
e At least seven business days before buyer obligated on the loan

e Closing Disclosure
e Must be received by consumer three business days prior to closing
e Consumer may waive the waiting period for “financial emergency”

 Two Definitions of “business days”
e LE delivery
* Day on which creditor’s offices are open to public to carry on substantially all functions

e Waiting period for LE and consumer receipt of CD
* Includes all calendar days except Sunday and certain federal holidays
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New Lending Disclosure Timeline

Effective for loan applications received on or after August 1, 2015 | Homelcans | 2 Mandatory Disclosures
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4‘% Three-Day Closing Disclosure Rule

Day of
Consummation

Previous Previous
Friday Saturday

Previous Previous Previous
Tuesday Qg Wednesday § Thursday

Mail BEEENE
Disclosures BULL[+}

1. if o fedeml holiday falls in the The three-day period is meosured by doys, not howrs. Disclosures may also be defivered
N 0 E' three-day period, odd o day Thus, dizclosures must be defivered three doys before electronically on the disclosure due dafe
for disclosure delivery. consummation, and not 72 howrs prior o consummaotion. n complionce with E-sign requirements.
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* LE Accuracy

e Disclosures must be:
* Made in good faith

NEW REGULATIONS
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e Consistent with the best information reasonably available to the creditor at the time of disclosure

e Charges fall into three
tolerance/variation categories
e Unlimited tolerance
* Prepaid interest
* Property insurance premiums
* Escrows

e Third party service providers
consumer selects (not on SSPL)

e 10% tolerance

Recording fees and third
party fees (i.e. not
retained by creditor)

Charges for services for
which consumer can
shop

e Zero tolerance

e Fees to creditors and brokers for
services

* Charges to broker affiliate

e Charges for services for which
consumer cannot shop
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* General Rule: creditors are bound by the LE and may not issue
revisions, unless ...

1.
2.

Changed circumstances causing charge to increase above tolerance

Changed circumstances affecting the applicant’s eligibility or the value of
the property

Applicant requested change to terms that increased charges
Interest rate was not locked

LE expires
e Applicant has 10 business days to indicate intent to proceed

New construction loan
e Construction delays
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e List of Service Providers

 |f applicant can shop for a settlement service, creditor must provide a written
list of services and third-party providers

e Must be provided within the same time frame as the LE
e Must be provided separately from the LE

* |f revised LE includes a new service for which consumer can shop, must
either:
1. Revise list with new service, or
2. Provide new list with only new service
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e Revised LE

e Creditor must provide revised LE three business days after receiving
information that triggered revision

e Consumer must receive the revised LE no later than four business days before
consummation (if delivered in person) or seven business days (if mailed)

* No revised LE after CD delivered

e Refunds
e Must cure tolerance violation at closing or refund the excess to the applicant
no later than 60 calendar days after consummation

e 10% cumulative tolerance charges
e Zero tolerance charges
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 CD Accuracy

e Amounts on CD must not exceed LE with LE variations
e 10% cumulative tolerance charges
e Zero tolerance charges

e Corrected CD

e Pre- and post-consummation changes

e Must redisclose and wait three more business days if:
e Disclosed APR becomes inaccurate
e Loan product change
e Add prepayment penalty

e For other changes, OK to deliver new CD at closing
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CURRENT PROCESS NEW REGULATIONS

Cash to close estimate not on GFE or TIL LE includes cash to close calculation

No set order for fees on GFE Fees must generally be disclosed in alpha order

Estimated taxes and insurance disclosed only if escrow Estimated taxes, insurance and borrower requested charges
required may be disclosed on LE or CD (timing)

Revisions due to changed circumstance and borrower Revisions due to changed circumstance and borrower
requested change disclosed on GFE requested change may be disclosed on LE or CD (timing)
Settlement agent generally responsible for HUD-1 Either settlement agent or lender is responsible for preparing

CD, settlement agent responsible for seller’s information

Final HUD-1 generally given at closing CD must be received by borrower no later than 3 business
days before closing

New TIL and waiting period when APR is out of tolerance New CD and waiting period when APR is out of tolerance,
loan product changes, or add prepayment penalty

Most fees borrower cannot shop for subject to 10% tolerance Most fees borrower cannot shop for subject to 0% tolerance
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Sawe this Loan Estimate o compane with your Closing Disclosure

L Pa ge O n e Loan Estimate tom 2

DATE IS5UED PFIODUCT

APPLICANTS LO&K TYPE DOConwentional OFHA OVA O
°® L LOANID #
oanh Terms o GO CYE uod
PROPERTY Befove cloaing, yoor inkeed rote. pointy. ond lender medils can
SALE PRICE v uness vourlock S inberest ofe. AV other estimalied

OHINg oM e O

e Loan amount

* |nterest rate —

e Monthly P&l ——
S0 Projictod Prymients boiow for our

* Prepayment penalty i
* Balloon payment —

e Projected Payments
e Escrow Information
* Total Estimated Costs e

Momthly Payment

e Closing costs Do p—

Eﬂqummumd Tmrm Inguranca O Homsowmer's Insurzncs

Can this amount Increass after chosing?

Lean Amount

Doss the loan hawa these featuras?

Paymant Calculation

Prindpal &lnterest

Mortgage Insurance

AT cam i PR T HTE O oshar:

b Ca s h to C I Ose i - ?ﬁéﬂiﬁﬁ;ﬁ:scmmp.mr:r:m:.m"\.slswrcrslmr

Estimated Closing Costs ncludas n Loan Costs + in Otiher Costs -
n Lendar Credits. See poge 2 foroetois

Estimated Cash to Closs nohudas Closing Costs. See Colmisting Cash io Cose on poge 2o dedaiks

Wisit woarw.consumarfinan oo govimortga ge-sstimate for genenal informaticn and tools.
LOIAN ESTIMATE PACE 1 OF 3 - LOAN IDw



IIINI LOAN ESTIMATE

Wendell L. Hawkins, P.A.
Real Estate AttOINeys m—— P

Closing Cost Details

* Page Two -

% of Loan Amount (Points) Racording Faes and Other Tanas
Traestar Takes

o Takes

* Estimated settlement fees S ——
e Cash to close, including credits, escrow S
and down payment T T Mg e rmm i
e Adjustable payment and interest rate
tables

L. TOTAL OTHER COSTS (E+F <G+ H)

C. Services fou Can Shep For

J. TOTAL CLOSING COSTS

D+
Lamciar Crmadits

Calculating Cash to Oosa

okl Chosing Costs (1)

Chosing ‘Coats Financed (Faid TFm your Loam Amoont)
Divwe Paymasit/Funds froe Boerosr

Daposit

Funds for Borrress
Sallar Credits
Adjustmants and Othar Credits
0. TOTAL LOWN COSTS (A < B+ C) Estimated Cash to Cose
Adjustable Paymant [AF] Table Adjustabla Interest Rata |AIR] Table
Intarast Omily PaymentsT nidex + Kargin
wonal Paymanis? nitial Interest Raie
Dot " Wi aximum Inteeast Rata
Shap Paymeants? Changs Fraquency
SazsonalPayments? | gy Changs:
Mionthiy Princpal and Imtenest Paymants Subsoouant Changes
First ChamgosAmaount Limits on intarast Rate Changes
SevequantChanges At Changa
Maxdmum Pagmant Sebsaguant Changss

(KM ESTIMATE FACE 7 OF 3 - LOAH D
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* Page Three

e Comparisons, including APR and total e
amount of interest

e Other disclosures

e Appraisal
* Assumption

e Service transfer

 Borrower acknowledgement and foreorts T
signature (not required)

LOAN ESTIMATE

Additional Information About This Loan

LERDER

MMLS__LKENSE D

LOAK OFFKER

MELE LKENSE D
L

MORTGAGE ERTIER
MELS  LWEMSEID
LM OFFICER
MMLS__ LWEMSE ID

PHONE

Usa thasa moasuras to compara this loan with othar loans.

In 5 Yaars

Total you will have paid in principal, interest, mortgage insuanae, and loan st
Principal you will havo paid off.

Arnual Parceriags Rate |APRy

Your costs owartha loan torm axprossed as a rabo. This is not your inkenest rato

Total Intarest Parcantags (TIF)

Tha total amewnt of interest that you will pay over the loan berm s a
perrantsge of your loan amount.

Appraizal Wo may oeder

appraisal to detarmina the proparty’s valuse and charge you for this

sppraisal. Wi will promptly give you 2 copy of any appraisal, evan if your loan does not doss.

You can pay for an a

deitinnal appeaial for your own Lss at your own cost.

BAzsumption gyol}"snl or transfar this property to anothaer parson, wa
will ol

jow, under mritain

conditions, this person bo 2ssume this lean on the criginal terme

O will not allow assumption of this loan on tha original tarms.

wiras homisownar's insuranca on the proparty, which you may obtain from a
your choica that we find acceptabla

Late Paymant If your paymentis mors than __ days late, we will charge a lata foa of

Rafinarcs Rafirancing this kaan will daperd on your fubure finandal situation, tha proparty valss, and
n.

markat conditions. You may not be abla to refinanca this loa

Sarvicing Eﬂ intand
o
Ota

Confirm Recelpt

arvica your loan. If so, you will make your paymants to us.
to transfer sarvicing of your loan.

Ey sigring, you air only confimisg that yoa have reo

racahead this form.

wivad this form. ¥ou do mot hava S scoepd s inas berawea you have dgned o

Appicant Sigratum Tt

LD ESTIMATE

To-Appiiant Hgrataa 7]

PACE3 OF 3 « LOWN 1D
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¢ Page One Closing Disclosura e g i
e Same as Loan Estimate page one :t:: :— """"" h o=
* Loan Terms = - s
* Loan amount CT— E——
* [nterest rate - !
e Monthly P&l metrine |
* Prepayment penalty — e
 Balloon payment e
* Projected Payments e 8,
e Escrow Information P
e Total Estimated Costs S
* Closing costs F— i
* Cash to close — | E e e st
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PY Page TWO Clasing Cout Detaily ===
e Closing Cost Details
* Allloan costs and other costs paid by e

borrower, seller and other parties
e Similar to current HUD-1 page two
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* Page Three

CLOSING DISCLOSURE

(DT .o et o e

Ll e e o' g |

e Calculating Cash to Close table T
 Similar to Loan Estimate page two =
e Requires comparison to information on Loan ... .
Estimate m:ﬂj:;ﬂm;
e Summaries of Buyer and Seller et
transactions

e Similar to HUD-1 page one
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* Page Five e — e
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e TILA Violation

* Private right of action plus attorney fees and costs

 Statutory penalties up to $4,000 for failure to provide TILA disclosures
(finance charges and APR)

 RESPA Violation

* No private right of action
* Private right of action under other laws

 Dodd-Frank Act
e 55,000, $25,000 or S1 million per day (if reckless or knowing)
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 General Requirement: three years from later of ...
1. Date of consummation
2. Date of disclosure
3. Date action required to be taken

e LE: three years for disclosure and evidence of compliance (any
revisions)

 Mortgage Brokers must comply with creditor duties if providing the LE

* CD and related documents: five years from consummation
e Creditor must provide copy of CD and related documents to new servicer
 New servicer retains for remainder of five year period
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e Dynamic use of forms

e Fees in alpha order (without standardized numbers)
e Space limitations

e Tighter tolerances

e Waiting periods

* Impact on creditor and closing agent roles?

e Earlier closing packages?

 Who will provide LE and CD?

 More open communication?

e Disbursement Form?
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e CD & LE Model Forms
* Questions?

e Discussion ltems?

* Wrap-up
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