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Agenda	
  

•  Basics:	
  Why	
  We’re	
  Here	
  
•  Final	
  Rule	
  
•  The	
  New	
  Forms	
  
•  Evalua@ng	
  the	
  Rule	
  
•  What’s	
  Next	
  
•  Ques@ons	
  



Basics	
  

•  Dodd-­‐Frank	
  Act	
  
– Created	
  Consumer	
  Financial	
  Protec@on	
  Bureau	
  

•  Mission:	
  “Protect	
  consumers	
  by	
  carrying	
  out	
  Federal	
  
consumer	
  financial	
  laws…	
  and	
  by	
  empowering	
  
consumers	
  to	
  take	
  more	
  control	
  over	
  their	
  economic	
  
lives.”	
  	
  

– The	
  CFPB	
  will	
  achieve	
  its	
  mission	
  through:	
  
•  Data-­‐driven	
  analysis	
  
•  Innova@ve	
  use	
  of	
  technology	
  



Statutes	
  that	
  	
  
Transferred	
  to	
  the	
  CFPB	
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• Alterna@ve	
  Mortgage	
  Transac@on	
  Parity	
  Act	
  

• Consumer	
  Leasing	
  Act	
  of	
  1976	
  

• Electronic	
  Fund	
  Transfer	
  Act*	
  

• Equal	
  Credit	
  Opportunity	
  Act	
  

• Fair	
  Credit	
  Billing	
  Act	
  

• Fair	
  Credit	
  Repor@ng	
  Act	
  *	
  

• Home	
  Owners	
  Protec@on	
  Act	
  of	
  1998	
  

• Fair	
  Debt	
  Collec@on	
  Prac@ces	
  Act	
  

• Federal	
  Deposit	
  Insurance	
  Act*	
  

• Gramm-­‐Leach-­‐Bliley	
  Act*	
  

• Home	
  Mortgage	
  Disclosure	
  Act	
  of	
  1975	
  

Home	
  Ownership	
  and	
  Equity	
  Protec@on	
  Act	
  of	
  1994	
  

Real	
  Estate	
  Se\lement	
  Procedures	
  Act	
  of	
  1974	
  

S.A.F.E.	
  Mortgage	
  Licensing	
  Act	
  of	
  2008	
  

Truth	
  in	
  Lending	
  Act	
  

Truth	
  in	
  Savings	
  Act	
  

Omnibus	
  Appropria@ons	
  Act	
  of	
  2009*	
  

Interstate	
  Land	
  Sales	
  Full	
  Disclosure	
  Act	
  

Mortgage	
  Reform	
  and	
  An@-­‐Predatory	
  Lending	
  Act*	
  

*	
  Indicates	
  that	
  por/ons	
  of	
  this	
  Act	
  transferred	
  to	
  
the	
  CFPB	
  while	
  other	
  por/ons	
  did	
  not.	
  

 



Other	
  Dodd-­‐Frank	
  
Mortgage	
  Rules	
  

•  Ability-­‐to-­‐Repay	
  and	
  Qualified	
  Mortgage	
  Standard	
  (Regula@on	
  Z)	
  
•  ECOA	
  Valua@ons	
  for	
  Loans	
  Secured	
  by	
  a	
  First	
  Lien	
  on	
  a	
  Dwelling	
  

(Regula@on	
  B)	
  
•  Escrow	
  Requirements	
  under	
  Truth	
  in	
  Lending	
  Act	
  (Regula@on	
  Z)	
  
•  High-­‐Cost	
  Mortgage	
  and	
  Homeownership	
  Counseling	
  (Regula@on	
  Z)	
  

(Regula@on	
  X)	
  
•  Loan	
  Originator	
  Compensa@on	
  Requirements	
  (Regula@on	
  Z)	
  
•  Mortgage	
  Servicing	
  Rules	
  (RESPA-­‐Reg	
  X)	
  (TILA-­‐Reg	
  Z)	
  
•  TILA	
  Appraisals	
  for	
  Higher-­‐Priced	
  Mortgage	
  Loans	
  (Regula@on	
  Z)	
  



Basics	
  

•  Know	
  Before	
  You	
  Owe	
  Project	
  
–  Create	
  disclosures	
  that	
  are	
  easier	
  for	
  both	
  consumers	
  
and	
  industry	
  to	
  understand	
  and	
  use	
  

•  May	
  2011-­‐February	
  2012	
  –	
  Several	
  rounds	
  of	
  form	
  
development	
  

•  February-­‐July	
  2012	
  –	
  Rule	
  development	
  with	
  input	
  from	
  
small	
  business	
  review	
  panel	
  

•  July	
  9,	
  2012	
  –	
  CFPB	
  publishes	
  1,099	
  pages	
  of	
  proposed	
  rule	
  
and	
  forms	
  

•  November	
  20,	
  2013	
  –	
  Release	
  of	
  final	
  rule	
  and	
  forms	
  
	
  
Implementa:on:	
  August	
  1,	
  2015	
  



Basics	
  

•  CFPB	
  Goals	
  
–  Improved	
  consumer	
  understanding	
  

•  Risk	
  factors	
  
•  Short-­‐term	
  and	
  long-­‐term	
  costs	
  
•  Monthly	
  payments	
  

– Be\er	
  comparison	
  shopping	
  
•  Comparisons	
  of	
  compe@ng	
  loan	
  offers	
  
•  Shopping	
  for	
  closing	
  costs	
  



Basics	
  

•  CFPB	
  Goals	
  Con:nued	
  
– Avoiding	
  costly	
  surprises	
  at	
  the	
  closing	
  table	
  

•  Easier	
  comparisons	
  of	
  the	
  es@mated	
  and	
  final	
  loan	
  
terms	
  of	
  the	
  loan	
  

•  More	
  @me	
  to	
  consider	
  choices	
  
•  Limits	
  on	
  closing	
  cost	
  increases	
  



Basics	
  

•  Applicable	
  Loans	
  
– Final	
  rule	
  applies	
  to	
  most	
  consumer	
  mortgages,	
  
EXCEPT:	
  	
  

•  home-­‐equity	
  lines	
  of	
  credit	
  
•  Reverse	
  mortgages	
  
•  Mortgages	
  secured	
  by	
  a	
  mobile	
  home	
  or	
  dwelling	
  not	
  
a\ached	
  to	
  land	
  

•  No-­‐interest	
  second	
  mortgage	
  made	
  for	
  down	
  payment	
  
assistance,	
  energy	
  efficiency	
  or	
  foreclosure	
  avoidance	
  



The	
  New	
  Forms	
  

•  Loan	
  Es:mate	
  
•  Three	
  pages	
  long	
  

•  Combines	
  early	
  two-­‐page	
  TIL	
  
and	
  three-­‐page	
  GFE	
  

– Who	
  provides?	
  
•  Two	
  op@ons:	
  lender	
  or	
  
mortgage	
  broker	
  

– When?	
  
•  Within	
  three	
  days	
  of	
  
applica@on	
  

–  S@ll	
  subject	
  to	
  tolerances	
  

•  Closing	
  Disclosure	
  
–  Five	
  pages	
  long	
  

•  Combines	
  three-­‐page	
  HUD-­‐1	
  
and	
  final	
  two-­‐page	
  TIL	
  

– Who	
  provides?	
  
•  Two	
  op@ons:	
  lender	
  or	
  
combina@on	
  of	
  lender	
  and	
  
se\lement	
  agent	
  

– When?	
  
•  Three	
  days	
  before	
  closing	
  
•  Excep@ons	
  



















Collabora@on	
  

•  col·∙lab·∙o·∙ra·∙@on	
  
•  kəˌlabəˈrāSH(ə)n/	
  

•  Noun	
  

•  1.	
  the	
  ac@on	
  of	
  working	
  with	
  someone	
  to	
  produce	
  or	
  
create	
  something.	
  



Three-­‐Day	
  Rule	
  

Policy:	
  Consumers	
  must	
  receive	
  their	
  Closing	
  Disclosure	
  at	
  least	
  
three	
  business	
  days	
  before	
  closing	
  .	
  
–  Business	
  day	
  =	
  Every	
  day	
  but	
  Sundays	
  and	
  Federal	
  Holidays	
  

	
  
Proposal:	
  Must	
  re-­‐disclose	
  and	
  restart	
  three	
  business	
  day	
  clock	
  if	
  

something	
  changes.	
  Some	
  limited	
  excep@ons.	
  
	
  
Final:	
  Only	
  have	
  to	
  re-­‐disclose	
  and	
  restart	
  clock	
  in	
  limited	
  

circumstances.	
  
–  APR	
  changes	
  
–  Product	
  changes	
  
–  Addi@on	
  of	
  prepayment	
  penalty	
  

	
  	
  



How	
  to	
  Count	
  the	
  Three	
  
Days	
  

	
  



Three-­‐Day	
  Rule	
  

•  Can	
  a	
  consumer	
  waive	
  the	
  three	
  day	
  period?	
  
– Only	
  if	
  they	
  have	
  a	
  Bona-­‐Fide	
  Personal	
  Financial	
  
Emergency	
  

– Very	
  fact	
  intensive	
  
– Consumer	
  must	
  provide	
  a	
  wri\en	
  statement	
  for	
  
the	
  explaining	
  the	
  need	
  for	
  the	
  waiver.	
  

•  Example:	
  
– The	
  imminent	
  sale	
  of	
  the	
  consumer’s	
  home	
  at	
  
foreclosure	
  



Role	
  of	
  the	
  Se\lement	
  
Agent	
  

•  Lenders	
  can	
  work	
  with	
  se\lements	
  agents	
  to	
  prepare	
  
and	
  provide	
  Closing	
  Disclosure.	
  
–  “The	
  final	
  rule	
  acknowledges	
  se\lement	
  agents’	
  longstanding	
  

involvement	
  in	
  the	
  closing	
  of	
  real	
  estate	
  and	
  mortgage	
  loan	
  transac@ons,	
  
as	
  well	
  as	
  their	
  prepara@on	
  and	
  delivery	
  of	
  the	
  HUD-­‐1.	
  The	
  final	
  rule	
  
avoids	
  crea@ng	
  uncertainty	
  regarding	
  the	
  role	
  of	
  se\lement	
  agents.”	
  

•  However,	
  the	
  creditor	
  retains	
  ul@mate	
  responsibility	
  
–	
  and	
  liability	
  –	
  for	
  ensuring	
  that	
  the	
  disclosure	
  is	
  
provided	
  in	
  accordance	
  with	
  the	
  rule.	
  



Role	
  of	
  the	
  Se\lement	
  
Agent	
  

Shared	
  Responsibility	
  
•  Like	
  what	
  happens	
  today	
  
•  Lender	
  and	
  se\lement	
  agent	
  agree	
  to	
  divide	
  
responsibility	
  for	
  gathering	
  data	
  for	
  the	
  
closing	
  disclosure	
  

•  Consumer	
  must	
  get	
  ONE	
  completed	
  disclosure	
  

	
  



Comple@ng	
  the	
  Closing	
  
Disclosure	
  

•  Use	
  Actual	
  charges	
  where	
  known	
  
– average	
  charges	
  where	
  allowed	
  	
  

•  Best	
  Informa@on	
  Reasonably	
  Available	
  
– The	
  se\lement	
  agent	
  is	
  required	
  to	
  exercise	
  due	
  
diligence	
  

– At	
  a	
  minimum	
  u@lize	
  generally	
  accepted	
  
calcula@on	
  tools	
  

– Contact	
  other	
  par@es	
  and	
  service	
  providers	
  



Revised	
  Disclosures	
  

•  Loan	
  Es@mate	
  
–  A	
  revised	
  disclosure	
  can	
  be	
  used	
  for	
  purposes	
  of	
  tolerance	
  if	
  a	
  

changed	
  circumstance	
  occurs	
  
–  Revised	
  disclosures	
  must	
  be	
  provided	
  to	
  consumer	
  within	
  three	
  

business	
  days	
  of	
  receiving	
  informa@on	
  sufficient	
  to	
  establish	
  the	
  
changed	
  circumstance.	
  

–  Consumer	
  must	
  receive	
  the	
  revision	
  no	
  later	
  than	
  4	
  days	
  before	
  
closing.	
  

•  Closing	
  Disclosure	
  	
  
–  If	
  Closing	
  Disclosure	
  become	
  inaccurate	
  within	
  the	
  30-­‐day	
  period	
  

following	
  closing	
  the	
  creditor/se\lement	
  agent	
  shall	
  deliver	
  or	
  place	
  in	
  
the	
  mail	
  corrected	
  disclosures	
  not	
  later	
  than	
  30	
  days	
  aver	
  receiving	
  
informa@on	
  sufficient	
  to	
  determine	
  inaccuracy	
  

–  60	
  days	
  for	
  non-­‐numerical	
  clerical	
  errors	
  



Disclosure	
  of	
  Title	
  Fees	
  

•  Lenders	
  policy:	
  
–  Services	
  you	
  can	
  shop	
  for	
  category	
  
–  How	
  to	
  calculate:	
  Full	
  premium	
  without	
  any	
  adjustment	
  that	
  
might	
  be	
  made	
  for	
  the	
  simultaneous	
  purchase	
  of	
  an	
  owner’s	
  
@tle	
  insurance	
  policy.	
  

–  Can	
  use	
  enhanced	
  policy	
  or	
  endorsements	
  if	
  the	
  lender	
  knows	
  
that	
  these	
  products	
  will	
  be	
  purchased.	
  

•  Owners	
  policy	
  
–  Other	
  category	
  	
  
–  Must	
  be	
  listed	
  as	
  “op@onal”	
  
–  How	
  to	
  calculate:	
  Full	
  owner’s	
  @tle	
  insurance	
  premium,	
  adding	
  
the	
  simultaneous	
  issuance	
  premium	
  for	
  the	
  lender’s	
  coverage,	
  
and	
  then	
  deduc@ng	
  the	
  full	
  premium	
  for	
  lender’s	
  coverage.	
  



Consumer	
  Shopping	
  

•  A	
  creditor	
  permits	
  a	
  borrower	
  to	
  shop	
  for	
  third	
  party	
  
se\lement	
  services	
  when	
  they:	
  
–  Inform	
  borrowers	
  on	
  Loan	
  Es@mate	
  
–  Provide	
  them	
  with	
  a	
  wri\en	
  list	
  of	
  se\lement	
  service	
  providers	
  

•  What	
  if	
  the	
  consumer	
  elects	
  not	
  to	
  shop?	
  
–  The	
  fee	
  is	
  s@ll	
  included	
  in	
  the	
  bucket	
  of	
  costs	
  subject	
  to	
  a	
  10%	
  

tolerance.	
  	
  
–  Unless	
  the	
  chosen	
  provider	
  is	
  affiliated	
  with	
  the	
  creditor	
  (0%	
  

tolerance)	
  

•  The	
  creditor	
  may	
  s@ll	
  impose	
  reasonable	
  qualifica@ons	
  for	
  
providers.	
  
–  Example:	
  Provider	
  must	
  be	
  licensed	
  



Seller	
  Disclosures	
  

•  Seller	
  must	
  receive	
  Closing	
  Disclosure	
  
reflec@ng	
  the	
  actual	
  terms	
  of	
  the	
  seller's	
  
transac@on.	
  

•  Seller	
  only	
  form	
  allowed	
  
–  In	
  case	
  of	
  privacy	
  concerns	
  
–  Includes	
  only	
  informa@on	
  relevant	
  to	
  seller	
  
– Model	
  H-­‐25(i)	
  







Liability	
  

•  TILA	
  
–  Private	
  right	
  of	
  ac@on	
  for	
  viola@ons	
  (with	
  a\orney’s	
  fees	
  and	
  costs)	
  
–  Statutory	
  penal@es	
  of	
  up	
  to	
  $4,000	
  for	
  failures	
  to	
  properly	
  provide	
  

certain	
  disclosures	
  (including	
  finance	
  charge	
  and	
  APR)	
  

•  RESPA	
  
–  No	
  private	
  right	
  of	
  ac@on	
  for	
  GFE	
  and	
  HUD-­‐1	
  disclosures	
  

•  Dodd-­‐Frank	
  
–  CFPB	
  enforcement	
  of	
  consumer	
  financial	
  laws	
  (incl.	
  TILA	
  and	
  RESPA)	
  

–  $5,000	
  per	
  day	
  per	
  viola@on;	
  $25,000	
  per	
  day	
  for	
  reckless	
  viola@ons;	
  
$1M	
  per	
  day	
  for	
  knowing	
  viola@ons	
  



Industry	
  Cost	
  to	
  Implement	
  

•  $157.4	
  million	
  	
  
–  2010	
  changes,	
  including	
  $13.7	
  million	
  in	
  sovware,	
  $97.6	
  million	
  in	
  training	
  

costs,	
  and	
  $53.2	
  million	
  in	
  produc@vity	
  losses.	
  	
  

•  Around	
  $100	
  million	
  
–  2012	
  CFPB	
  es@mated	
  cost	
  to	
  industry	
  

•  $315	
  million	
  	
  
–  2012	
  industry’s	
  low-­‐end	
  es@mate	
  

•  $339	
  million	
  
–  CFPB	
  final	
  es@mate	
  of	
  implementa@on	
  costs	
  to	
  @tle	
  &	
  se\lement	
  industry.	
  
–  $9	
  per	
  transac@on	
  
	
  

•  $1.37	
  billion	
  
–  CFPB	
  final	
  es@mate	
  of	
  implementa@on	
  costs	
  for	
  en@re	
  industry	
  



	
  
Ques:ons?	
  

• 	
  	
  For	
  more	
  informa:on,	
  go	
  to	
  www.alta.org/cfpb	
  to	
  submit	
  your	
  
ques:on	
  


