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Agenda 

• Basics: Why We’re Here 

• Final Rule 

• The New Forms 

• Evaluating the Rule 

• What’s Next 

• Questions 
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Basics 

• Dodd-Frank Act 

– Created Consumer Financial Protection 
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 

• Innovative use of technology 
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Statutes that Transferred to the 
CFPB 

• Alternative Mortgage Transaction Parity Act 

• Consumer Leasing Act of 1976 

• Electronic Fund Transfer Act* 

• Equal Credit Opportunity Act 

• Fair Credit Billing Act 

• Fair Credit Reporting Act * 

• Home Owners Protection Act of 1998 

• Fair Debt Collection Practices Act 

• Federal Deposit Insurance Act* 

• Gramm-Leach-Bliley Act* 

• Home Mortgage Disclosure Act of 1975 

• Home Ownership and Equity Protection Act of 
1994 

• Real Estate Settlement Procedures Act of 1974 

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

• Truth in Lending Act 

• Truth in Savings Act 

• Omnibus Appropriations Act of 2009* 

• Interstate Land Sales Full Disclosure Act 

• Mortgage Reform and Anti-Predatory Lending 
Act* 

* Indicates that portions of this Act transferred to 
the CFPB while other portions did not. 
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Other Dodd-Frank Mortgage Rules 

• Ability-to-Repay and Qualified Mortgage Standard 
(Regulation Z) 

• ECOA Valuations for Loans Secured by a First Lien on 
a Dwelling (Regulation B) 

• Escrow Requirements under Truth in Lending Act 
(Regulation Z) 

• High-Cost Mortgage and Homeownership Counseling 
(Regulation Z) (Regulation X) 

• Loan Originator Compensation Requirements 
(Regulation Z) 

• Mortgage Servicing Rules (RESPA-Reg X) (TILA-Reg Z) 

• TILA Appraisals for Higher-Priced Mortgage Loans 
(Regulation Z) 
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Basics 

Know Before You Owe Project 
–Create disclosures that are easier for both 

consumers and industry to understand and 
use 
 
• July 21, 2011- Dodd Frank Act effective date 

• 2011-February 2012 - Form development 
• February-July 2012 – Rule development 

• July 9, 2012 – CFPB issues 1,099 page Proposed 
Rule  

• November 20, 2013 – 1,888 Final rule and forms 
 
Implementation: August 1, 2015 
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Basics 

• CFPB Goals 

– Improved consumer understanding 

• Risk factors 

• Short-term and long-term costs 

• Monthly payments 

– Better comparison shopping 

• Comparisons of competing loan offers 

• Shopping for closing costs 
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Basics 

• CFPB Goals Continued 

– Avoiding costly surprises at the closing 
table 

• Easier comparisons of the estimated and 
final loan terms of the loan 

• More time to consider choices 

• Limits on closing cost increases 
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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 attached to land 

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

Loan Estimate 

• Three pages long 
 Combines early two-page  

TIL and three-page GFE 

▫ Who provides? 
 Two options: lender or 

mortgage broker 

▫ When? 
 Within three days of 

application 

 

 

 

 

Closing Disclosure 

• Five pages long 
 Combines three-page HUD-1 

and final two-page TIL 

▫ Who provides? 
 Two options: lender or 

combination of lender and 
settlement agent 

▫ When? 
 Three days before closing 

 Exceptions 

 

 
Both still subject to tolerances 
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Definition of Application 

• Lender’s receipt of six pieces of information:  

1. Consumer's name,  

2. Consumer's income,  

3. Consumer's Social Security number to obtain 
a credit report (or other unique identifier if 
the consumer has no Social Security 
number),  

4. The property address,  

5. An estimate of the value of the property, and  

6. The mortgage loan amount sought.  

• Does not include previous  catch all of "any other 
information deemed necessary.” 



©2014 First American Financial Corporation and/or its affiliates. All rights reserved. q NYSE: FAF 12 
©2014 First American Financial Corporation and/or its affiliates. All rights reserved. q NYSE: FAF 

SUNDAY MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY SATURDAY 

16 
  
  
  
  

17 18 19 
Application 
Received  
 
Can be either 
creditor or broker 
 
6 specific items  

20 
Customer can 
withdraw/Lender 
can reject 
Application 

21 
Customer can 
withdraw/Lender can 
reject Application 
 

22 
Lender is not open 
for customer facing 
business so  
Saturday does not 
count for Loan 
Estimate 
preparation 

23 
Sunday doesn’t  
count 
  
  

24 
Loan Estimate must 
be mailed or hand 
delivered 
 
If in hand=  LE 
Delivery Date 

25 
LE Mail Day 1 
 
Earliest Day Closing 
Disclosure can be 
mailed or delivered 
in hand 
 
If in hand= CD 
Delivery Date 

26 
LE Mail Day 2 
 
 
 
CD Mail Day 1 
 
 
CD In hand 
Disclosure Day 1  

27 
LE Mail Day 3= 
Delivery Date 
(presumed) 
 
CD  Mail Day 2 
 
 
CD In hand 
Disclosure Day 2 

28 
 
 
 
CD Mail Day 3= 
Delivery Date 
(presumed)  
 
CD in hand 
Disclosure Day 3 

1 
 
 
 
CD Mail Disclosure 
Day 1 

2 
Sunday doesn’t 
count 
 

3 
CD Mail Disclosure 
Day 2  

4 
CD Mail Disclosure 
Day 3= okay to close 
 
Earliest day for 
closing assuming LE 
mailed or delivered 
on 24th  

5 6 7 8 
LE expires 

Application Timeline 
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Loan Estimate Page 1 
§ 1026.37(A)-(C) 

(a) General Information 
 

(b) Loan Terms 
• If answers to questions in 

this section were “YES” 
different information would 
be provided 

 

(c) Projected Payments 
• Includes payment 

schedule & estimated 
taxes, insurance & 
assessments 
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Loan Estimate Page 1 (CONT.)  

§ 1026.37(D)-(E) 

(d) Costs at Closing  

 

(e) Website reference 

• Statement about & link to CFPB website 
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Loan Estimate 
Page 2  

§ 1026.37(F)-(J) 

(f) Loan Costs 
 

(g) Other Costs 
 

(h) Calculating Cash to 

Close 
 

(i)  Adjustable Payment  

(AP)Table* 
 

(j)  Adjustable Interest 

Rate (AIR) Table* 

*To reduce confusion, these tables are 
only included if applicable 
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Loan Estimate  
Page 3 

§ 1026.37(K)-(N) 

(k)  Contact Information 

 

(l)   Comparisons  

 

(m) Other Considerations 

 

(n)  Signature Statement 
• Signatures not required   
• Different statements required 

depending on whether signature 
line is or is not included. 
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Consumer Shopping 

• A creditor permits a borrower to shop for third 
party settlement services when they: 

– Inform borrowers on Loan Estimate 

– Provide them with a written list of settlement service 
providers 

• What if the consumer elects not to shop? 

– The fee is still 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 still impose reasonable 
qualifications for providers. 

– Example: Provider must be licensed 
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Written Provider List 

• When allowing consumers to shop, the creditor must 
provide the consumer a written list of potential providers 
for each service.  

 

• The written list must identify: 
– At least one available provider of that service 

– Include a clear statement that the consumer may choose a different 
provider for that service 

– Provide sufficient information for the consumer to contact an identified 
provider such as the name under which the provider does business 
and the provider's address and telephone number.  

 

• A creditor does not allow a consumer to shop when the written list 
consists of only settlement service providers that are no longer in 
business or that do not provide services where the consumer or 
property is located.  
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Tolerances 

Policy: Consumers should be able to rely on estimates provided 
by the lender. 

Proposal/Final:  
Amounts disclosed on the Loan Estimate for the following 
services cannot increase: 

1. Creditor’s or broker’s charges for own services (HUD 2010) 
2. Charges for services provided by an affiliate of the creditor or broker   
3. Charges for services for which the lender or broker does not permit 

the consumer to shop 

Other services generally cannot increase by more than 10 
percent in the aggregate. 
 
Exceptions: 

1. Consumer asks for a change 
2. Consumer chooses a service provider that was not selected by the 

lender 
3. Information provided at application was inaccurate or becomes 

inaccurate 
4. The Loan Estimate expires 
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Revised Disclosure-Loan Estimate 
 

• If a Changed Circumstance/ 
Tolerance exceeded 

– However cannot be ‘piece-meal’ 

– Must be provided to consumer within 
three business days of receiving 
information sufficient to establish the 
changed circumstance. 

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

 
Final Rule: Only have to re-disclose and 
restart clock in limited circumstances. 
– APR changes 
– Product changes 
– Addition of prepayment penalty 
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How to Count the Three Days 

For a closing scheduled for Thursday: 
– Hand deliver on Monday 

– Courier/Fed Ex with signed receipt on 
Monday 

– Place in US Mail Thursday of the previous 
week 

• Electronic documents 
– Same timing/evidence of receipt rules 

above 

– Need to comply with E-Sign 
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Closing Date-Sale 

SUNDAY MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY SATURDAY 
16 
  
  
  
  

17 18 19 20 
Closing   
Disclosure 
MAILED 

21 
Mail Day 1 

22 
Mail Day 2 

23 
Sunday doesn’t  
count 
  
  

24 
Mail Day 3= 
Receipt 
3 Days before 
Close  

25 
 
2 Days before 
Close 

26 
 
1 Day before 
Close 

27 
 
OKAY to Close 

28 29 

SUNDAY MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY SATURDAY 
16 
  
  
  
  

17 18 19 20 
  

21 
  

22 
  

23 
 Sunday 
doesn’t count 
  

24 
Hand Delivery  
= 
Receipt 
3 Days before 
Close 

25 
 
2 Days before 
Close 

26 
 
1 Day before 
Close 

27 
 
OKAY to Close 

28 29 

Mail Delivery: 

Hand Delivery: 
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Closing Date-Refinances 

– Even with 3 days advance disclosure 
before closing (consummation) 

– 3 day rescission period still applies in 
refinance of principal residence 

SUNDAY MONDAY TUESDAY WEDNESDAY THURSDAY FRIDAY SATURDAY 

16 
  
  
  
  

17 18 19 20 
Closing   
Disclosure MAILED 

21 
Mail Day 1 

22 
Mail Day 2 

23 
Sunday doesn’t  
count 
  
  

24 
Mail Day 3 = 
Receipt  
3 Days before Close 

25 
 
2 Days before Close 

26 
 
1 Day before 
Close 

27 
 
OKAY to Close 

28 
Rescission Day 1 

1 
Rescission Day 2 
 

2 
Sunday doesn’t 
count 
 

3 
Rescission  
Day 3 = 
Rescission expires at 
midnight 
 

4 
Okay to disburse 
 

5 6 7 8 
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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 written 

statement for the explaining the need for 
the waiver. 

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

at foreclosure 
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Role of the Settlement Agent 

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

involvement in the closing of real estate and mortgage loan 
transactions, as well as their preparation and delivery of the 
HUD-1. The final rule avoids creating uncertainty regarding the 
role of settlement agents.” 

• However, the creditor retains ultimate 
responsibility – and liability – for 
ensuring that the disclosure is provided 
in accordance with the rule. 
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Completing the Closing Disclosure 

• Use Actual charges where known 

– Average charges where allowed  

• Best Information Reasonably Available 

– The settlement agent/lender is required to 
exercise due diligence 

– At a minimum utilize generally accepted 
calculation tools 

– Contact other parties and service providers 
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Seller Disclosures 

• Seller must receive Closing 
Disclosure reflecting the actual terms 
of the seller's transaction. 

 

• Seller only form allowed 
– In case of privacy concerns 

– Includes only information relevant to 
seller 

– Model H-25(i) 
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Closing Disclosure 
Page 1 

§ 1026.38(a)-(d)  

(a) General 
Information 

 

(b) Loan Terms 

 

(c) Projected 
Payments 

 

(d) Costs at Closing 
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Closing Disclosure 
Page 1 - Refi 
§ 1026.38(a)-(d)  

(a) General Information 

Notes:  
“Sale Price” replaced with 
“Appraised Prop. Value” 
“Seller” removed and 
“Lender” moved up 

(b) Loan Terms 

 

(c) Projected Payments 

 

(d) Costs at Closing 
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Closing Disclosure Page 2 
§ 1026.38(f) 

(f) Loan Costs 

A. Origination Charges 

B. Services Borrower Did Not Shop For 

C. Services Borrower Did Shop For 

D. Total Loan Costs 
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Closing Disclosure Page 2 - refi 
§ 1026.38(f) 

(f) Loan Costs 

A. Origination Charges 

B. Services Borrower Did Not Shop For 

C. Services Borrower Did Shop For 

D. Total Loan Costs 
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Closing Disclosure Page 2 (cont.) 

§ 1026.38(g)-(h) 

(g) Other Costs 
 

F. Prepaids: 
01. Homeowner’s Ins. Premium 
02. Mortgage Ins. Premium  
03. Prepaid Interest 
04. Property Taxes 
 

H. Other: 
01. HOA Capital Contribution 
      **** 
05. Real Estate Commission  
06. Real Estate Commission  
07. Title - Owners title  

 

(h) Total Closing Costs 
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Closing Disclosure Page 2 - Refi 
(cont.) 

§ 1026.38(g)-(h) 

(g) Other Costs 
 

F. Prepaids: 
01. Homeowner’s Ins. Premium 
02. Mortgage Ins. Premium  
03. Prepaid Interest 
04. Property Taxes 
 

H. Other: 
01. HOA Capital Contribution 
      **** 
05. Real Estate Commission  
06. Real Estate Commission  
07. Title - Owners title  

 

(h) Total Closing Costs 
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Closing 
Disclosure Page 3 

§ 1026.38(i)-(k) 

(i) Calculating Cash to Close 

• Tolerance amounts shown 
here 

 

(j) Summary of borrower’s 
transaction 

 

(k) Summary of seller’s 
transaction 
• Itemizations in I and J are 

like page 1 of today’s HUD-1 
Settlement Statement 
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Closing Disclosure 
Page 3 - Refi 

§ 1026.38(i)-(k) 

(t)(5)(vii) Payoffs and 
Payments 

 

(e) Calculating Cash to Close 
(alternative table) 

• Tolerance amounts shown 
here 
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Closing Disclosure 
Page 4 

§ 1026.38(l)-(n) 

(l)  Loan Disclosures 

 

(m)   Adjustable Payment 
(AP) Table* 

 

(n) Adjustable Interest Rate   
(AIR) Table* 

 

* Tables are only included if      
applicable 
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Closing Disclosure Page 5 
§ 1026.38(o)-(q) 

(o) Loan Calculations 

(p) Other Disclosures 

(q) Questions Notice 
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Closing Disclosure Page 5 (cont.) 

§ 1026.38(r)-(s) 

(r) Contact information (Refinance) 
Contact information for: 
1. Lender 
2. Mortgage Broker 
3. Settlement Agent 

 

 

(r) Contact Information (Sale)  
Contact information for: 
1. Lender 
2. Mortgage Broker 
3. Real Estate Broker (B) 
4. Real Estate Broker (S) 
5. Settlement Agent 

 

(s)  Signature Statement 
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Liability 

• TILA 

▫ Private right of action for violations (with attorney’s fees and 
costs) 

▫ Statutory penalties of up to $4,000 for failures to properly 
provide certain disclosures (including finance charge and APR) 

• RESPA 

▫ No private right of action for GFE and HUD-1 disclosures 

• Dodd-Frank 

▫ CFPB enforcement of consumer financial laws (incl. TILA and 
RESPA) 

▫ $5,000 per day per violation; $25,000 per day for reckless 
violations; $1M per day for knowing violations 
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Changes & Guidance 

• Amendments to the Final Rule could 
occur 

– Before, on or after August 1,  2015 

• Official Interpretations 

– Found in:  Supplement I to Part 1026 

– Detailed examples 

• CFPB website 
– Compliance Guide 

– Guide to Forms 
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Questions? 

52 

 


