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History of Disclosures – Truth-in-Lending

• Truth-in-Lending Act (TILA) of 1968

– Implemented by Federal Reserve Board

– Promulgated Regulation Z

– Created Truth-in-Lending Statement

– Discloses the following:

• Cost of credit

• Repayment terms of mortgage

• Annual percentage rate (APR)

• Loan rate

• Fees amortized over expected life of loan

• Discloses finance charges, amount financed, total number of payments, 

whether interest can change, whether loan can be refinanced

History of Disclosures - RESPA
� Real Estate Settlement Procedures Act of 1974

� RESPA was implemented by HUD

� Promulgated Regulation X

� Created Good Faith Estimate

� Standardized disclosures of closing costs

� Included costs associated with 

mortgages
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Last “RESPA REFORM” 5 years ago 

• November 2008 RESPA Rule became 

effective on January 16, 2009.

• Originally included CLOSING SCRIPT

• “Optional owner’s title insurance” 

• Introduced ‘Tolerances’

GFE and HUD-1 were integrated of Jan 1, 2010

•GOOD FAITH ESTIMATE (GFE) to be issued to 

the borrower within 3 days of filing a mortgage 

application.

•All lender and mortgage broker fees must be 

combined and shown as a single amount – called 

“Origination Charges.” Includes lender fee, 

mortgage broker fee, and mortgage all broker 

compensation.   

•The GFE can only be re-issued if there is a valid 

“changed circumstance.” 

GFE/HUD-1 integrated of Jan 1, 2010

• The GFE/HUD-1 combined forms were 

touted as the answer to all real estate 
settlement disclosure issues. 

• For any remaining questions,  the answer

could be found by reading through pages of 
FAQs.

• It took time, but we all learned the way of 

the new forms . . . . . .
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Meanwhile . . . . 

Trouble was on the loose -

September 24, 2008

President Bush explained:

“Easy credit - combined with

the faulty assumption that home

values would continue to rise - led

to excesses and bad decisions.”

Officially dubbed

“Financial Collapse” in 2008
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November 4, 2008

January 20, 2009

Barack Obama 

sworn in as 44th

President of the 

United States

June 2009
• President Obama introduced a proposal for a 

“sweeping overhaul of the United States financial 
regulatory system, a transformation on a scale not 
seen since the reforms that followed the Great 
Depression.”

• December 2, 2009, revised versions were introduced 
in the House of Representatives by Financial 
Services Committee Chairman Barney Frank, and in 
the Senate Banking Committee by Chairman Chris 
Dodd.
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The Dodd-Frank Wall Street Reform and 

Consumer Protection Act

July 21, 2010

Title X of Dodd-Frank creates the 

Consumer Financial Protection
Bureau (“CFPB”).

Dodd-Frank

CFPB:  Focus on Consumer Protections

• Centralizing consumer financial protection 

in a single organization with broad 

rulemaking and enforcement powers.

• Focus on mortgage lending issues to avoid 

a repeat of the subprime mortgage crisis.
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THE CFPB’S STATUTORY OBJECTIVES

1. To ensure that consumers have timely and understandable 
information to make responsible decisions about financial 
transactions;

2. To protect consumers from unfair, deceptive, or abusive acts or 
practices, and from discrimination;

3. To reduce outdated, unnecessary, or overly burdensome 
regulations;

4. To promote fair competition by enforcing the Federal consumer 
financial laws consistently; and

5. To advance markets for consumer financial products and 
services that operate transparently and efficiently to facilitate 
access and innovation.

Rule Making Under Dodd-Frank 

Dodd-Frank Progress Report
http://www.davispolk.com/Dodd-Frank-

Rulemaking-Progress-Report/
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Dodd-Frank Progress Report
FEBRUARY 3, 2013 REPORT >

• In the past month, no rulemaking requirement deadlines
passed or were met with finalized rules, and no new rules
were proposed that would meet rulemaking requirements.

• As of February 3, 2014, a total of 280 Dodd-Frank
rulemaking requirement deadlines have passed. Of these
280 passed deadlines, 132 (47.1%) have been missed and
148 (52.9%) have been met with finalized rules.

• In addition, 201 (50.5%) of the 398 total required
rulemakings have been finalized, while 110 (27.6%)
rulemaking requirements have not yet been proposed

CFPB Oversight:

• Credit card agreements

• Prepaid credit cards

• Prepaid cell phone cards

• Student loan origination

• Student loan servicing

• Debt collection

• Debt relief / counselors

• Foreclosure relief

• Payday loans

• Credit reporting

• Mortgage servicing

• Mortgage origination

CFPB:  Structure, Accountability, Powers

• Objectors asserted:

– There were no meaningful checks on the power of the 

Director and that the Bureau would not be accountable to 

the American people.  

– Argued that the position of Director should be replaced 

with a bipartisan five member commission.

– “The concern is with the lack of transparency and 

accountability at the CFPB”
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CFPB:  Structure, Accountability, Powers

CFPB Funding:

– Under Dodd-Frank, the CFPB Director has 

access to 10% of the Federal Reserve’s total 

operating budget without requirement for 

review by the Congressional Appropriations 

Committee nor approval by the Office of 

Management and Budget.
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CFPB:  Structure, Accountability, Powers

• July 16, 2013, U.S. Senate

confirmed the nomination of

Richard Cordray as head of the

CFPB by a vote of 66-34.

• With a CFPB Director in place

all of the CFPB’s powers

attached.

CFPB Priorities

• Recruit the most qualified employees; 

• Build-out core supervision and enforcement capabilities; 

• Coordinate supervision and other activities with federal 

and state agencies; 

• Make critical investments in technology, data 

infrastructure and facilities; 

• Expand the Bureau’s capacity to receive and respond in 

a timely manner to consumer complaints for the full 

range of consumer financial products and services; 

CFPB Priorities

• Protect honest businesses from competitors who use 

unscrupulous practices to gain an unfair advantage by 

addressing potential violations of Federal consumer 

financial laws in a range of markets; 

• Promote fair lending compliance and education by 

working with federal agencies, State regulators, private 

industry, and fair lending, civil rights, and consumer and 

community advocates; 
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CFPB Priorities

• Monitor various consumer financial markets for 
emerging risks, technological advances and other 
important developments; and 

• Issue regulations that promote a fair, transparent, and 
competitive marketplace for consumer financial 
products and services after proper consideration of 
benefits and costs. 

• Monitor and enforce compliance with the Federal 
consumer financial laws through supervision in order to 
protect consumers from illegal acts or practices; 

Word Most Heard:

Vetting

CFPB Bulletin to Banks and 

Non-Banks stating they must 

use quality service providers.
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CFPB Bulletin to Banks and 

Non-Banks stating they must 

use quality service providers.

Oct 30, 2013:  OCC Issues Guidance 

on

Third-Party Relationships

Oct 30, 2013:  OCC Issues Guidance on

Third-Party Relationships

“We have concerns regarding the quality of risk
management on the growing volume, diversity, and
complexity of banks’ third-party relationships, both foreign
and domestic,” said Comptroller of the Currency Thomas J.
Curry. “This guidance provides more comprehensive
instruction for banks to ensure these relationships and
activities are conducted in a safe and sound manner.”

To manage risks from third-party relationships, banks
should:
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Oct 30, 2013:  OCC Issues Guidance on

Third-Party Relationships

• Develop a plan that outlines the bank’s strategy, 
identifies the inherent risks of the activity, and 
details how the bank will select, assess, and 
oversee the third party;

• Perform proper due diligence to identify risks and 
select a third-party provider;

• Negotiate written contracts that clearly outline the 
rights and responsibilities of all parties;

• Conduct ongoing monitoring of the third party’s 
activities and performance;

Oct 30, 2013:  OCC Issues Guidance on

Third-Party Relationships

• Execute a plan to terminate the relationship in a 

manner that allows the bank to transition the activities 

to another third party, bring the activities in-house, or 

discontinue the activities;

• Assign clear roles and responsibilities for overseeing 

and managing third-party relationships and the risk 

management process;

Oct 30, 2013:  OCC Issues Guidance on

Third-Party Relationships

• Maintain proper documentation and reporting to 

facilitate oversight, accountability, monitoring, and 

risk management; and

• Conduct independent reviews of the risk management 

process to enable management to assess that the 

bank’s process aligns with its strategy and effectively 

manages risks from third-party relationships.
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Stewart Announces Trusted Provider Program 

“The Stewart Trusted Provider seal shows that agencies and
attorney agents are a trusted provider of real estate
settlement services, and is proof of the elite status they have
attained. It is our effort to continue to raise the bar for
independent agencies and attorney agents in our network,
and to elevate the professionalism and credibility of the title
industry as a whole. And to protect the investments of our
customers,” said George Houghton, Group President,
Agency Operations.

New Mortgage Rules

New COMBINED DISCLOSURE RULE

• Dodd-Frank mandated that no later than one 
year after July 21, 2011, the CFPB issue a 
proposed regulation to integrate and combine 
TILA and RESPA disclosures.

• On July 21, 2012, the proposed CFPB Rule was 
published. It was 1099 pages.

• On November 20, 2013 the Final Rule was 
published.   1888 pages

• Effective Date: August 15, 2015   
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Summary of the new disclosure Rule

• Applies to most consumer mortgages -closed-end 

residential loans.

• Does not apply to HELOCs, reverse mortgages or a 

mortgage on a mobile-home or dwelling that is not 

attached to the land. 

• Does not apply to loans made by a creditor who 

makes five or fewer mortgages in a year.

Summary of the CFPB Rule
“Loan Estimate Form”

• Replaces the Good Faith & “early” TIL

• Lender may rely upon a mortgage broker to provide 

the form, but the lender is responsible for accuracy

• Must give the form to the consumer within three 

days after mortgage application

• Lender can not charge any fees until after form is 

issued with the exception of the cost of a credit 

report.

Summary of the CFPB Rule

Closing Disclosure Form
• Replaces the HUD-1 and the revised Truth in 

Lending. 

• The original proposal provided two alternatives 

for who is required to provide the Form: the 

lender, or the settlement agent. 

• The lender remains responsible for the accuracy 

of the form. 
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The CFPB Final Rule Says:
• The Lender is responsible for delivering the Closing 

Disclosure form to the consumer, but may use settlement 

agents to provide the 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 rule leaves sufficient flexibility for lenders and 

settlement agents to arrive at the most efficient means of 

preparation and delivery of the Closing Disclosure to 
consumers. 

Something New:  The Three-Day Rule

• The lender must give the Closing Disclosure form 

to consumers so that they receive it at least three 

business days before the consumer closes on the 

loan.

• If the lender makes certain significant changes 

between the time the Closing Disclosure form is 

given and the closing, a new form must be 

provided and an additional three-business-day 

waiting period. 

• Significant changes include:   if the lender makes 
changes to the APR above 1/8 of a percent for most 
loans, changes the loan product, or adds a prepayment 
penalty to the loan. 

• Less significant changes can be disclosed on a revised 
Closing Disclosure form provided to the consumer at or 
before closing, without delaying the closing.

• This requirement will provide the important protection 
to consumers of an additional three-day waiting period 
for the three significant changes, but will not cause 
closing delays for less significant costs that may 
frequently change. 
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• Minor changes of less than $100 was  not 

adopted;

• Negotiations between buyer and seller after final 

walk-through will not trigger a new disclosure.

Can The Consumer Waive the

3 Day Waiting Period?

• Yes, if there is a Bona Fide Personal Financial Emergency

• Fact intensive such as an imminent foreclosure sale

• How to waive? 

• Can only waive after receiving the disclosure

• Give the creditor a dated written statement describing the 
emergency

– Specifically modifies or waives the waiting period

– Signed by all consumers who are primarily liable on the 
legal obligation

• Printed forms for this purpose are prohibited

Limits on Closing Cost Increases
• Similar to existing law

• Unless an exception applies, charges for the 
following services could not increase:

• The lender’s charges for its own services

• Charges for services provided by an 
affiliate

• Charges for services for which the 
consumer was not permitted to shop
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Limits on Closing Cost Increases -
Exceptions

• the consumer asks for a change; 

• the consumer chooses a service provider 
that was not selected by the lender; 

• information provided at application was 
inaccurate or becomes inaccurate; 

• or the Loan Estimate expires.

PROPOSALS NOT ADOPTED

IN THE FINAL RULE 
• Under the Proposed Rule, the APR would have 

encompassed almost all of the up-front costs of the loan 
and would have required lenders to keep records of the 
Loan Estimate and Closing Disclosure forms provided to 
consumers in an electronic, machine readable format to 
make it easier for regulators to monitor compliance. 

• Based on public comments the Bureau received raising 
implementation and cost concerns regarding these two 
proposals, the Bureau has determined not to finalize 
these provisions in the final rule.

PROPOSALS NOT ADOPTED

IN THE FINAL RULE 

• The Bureau continues to believe these ideas may 

have benefits for consumers and industry and 

intends to continue following up on both issues. 

• For example, the Bureau intends to work closely 

with industry on private data standard initiatives to 

promote consistency in data transmission and 

storage. After additional study, the Bureau may 

propose rules on either or both topics. 
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Costs of Implementation?

Costs are anticipated because of four distinct problems: 

the reformatting of the settlement statement;

the lack of uniformity in lender practices;

the requirement to provide the settlement disclosure 

three days in advance of closing; and 

the logistics of coordinating delivery of the settlement 

disclosure when some costs are known only to the 

lender while other costs are known only to the 

settlement agent.

Ability To Repay – New Mortgage Rule for 2014

• Mortgage borrowers must provide ample financial 
documentation; lenders must verify the documents.

• In order to be approved for a particular home loan, the 
borrower must have sufficient income and assets to 
repay the loan.

• Lenders must measure the borrower’s ability to repay 
the principal and interest over the long term, not just 
during an introductory period when the rate might be 
lower.

• The Ability-to-Repay rule protects consumers from 
taking on mortgages that exceed their financial means, 
by mandating the documentation / proof of income and 
assets.

Ability To Repay – New Mortgage Rule for 2014

A Lender must consider eight underwriting standards:

-Current income or assets;

-Current employment status;

-Credit history;

-The monthly payment for the mortgage;

-The monthly payments on any other loans associated 
with the property;

-The monthly payment for other mortgage related 
obligations (such as property taxes);

-Other debt obligations; and

-The monthly debt-to-income ratio
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Ability To Repay – New Mortgage Rule for 2014

• For consumers trying to refinance a risky loan, 
exemptions apply: Creditors refinancing a borrower 
from a risky mortgage – such as an adjustable-rate 
mortgage, an interest-only loan, or a negative-
amortization loan – to a more stable, standard loan can 
do so without undertaking the full underwriting process 
required by the new rules. 

• Lenders will be presumed to have complied with the 
Ability-to-Repay rule if they issue Qualified 
Mortgages. 

Definition of a Qualified Mortgage

• Definition issued by the CFPB on January 10, 
2013, became effective January 10, 2014.

• No toxic loan features: Qualified Mortgages 
can’t have the loan features that were associated 
with risky mortgages in the lead up to the crisis. 
Certain loans cannot be Qualified Mortgages: 
– No interest-only loans, which are when a consumer 

only pays the interest for a specified amount of time so 
the principal does not decrease with payments; 

– No loans where the principal amount increases, such as 
a negative-amortization loan; and 

– No loans where the term is longer than 30 years. 

Qualified Mortgage

• Cap on how much income can go toward debt: 
Qualified Mortgages generally will be provided to 
people who have debt-to-income ratios less than 
or equal to 43 percent. 

• No loans with a balloon payment except those 
made by smaller creditors in rural or 
underserved areas.

“PROTECTING CONSUMERS FROM 
IRRESPONSIBLE MORTGAGE LENDING” 
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Transforming the Closing Process

“So as part of our “Know Before You Owe” initiative, we are 
making a commitment to work with industry to improve the 
mortgage closing experience for consumers through 
technology. We believe that “eClosings” could represent a 
positive development along these lines, and we want to know 
more about how we can foster innovation in this area. 

CFPB Director Richard Cordray
Boston Field Hearing,
November 20, 2013

Transforming the Closing Process

Five major goals in this new 

initiative:

1. Create efficiency with technology

2. Reduce the number of disclosures

3. Ensure the accuracy of up-front 

quotes

4. Deliver docs earlier in the process

5. Educate the consumer

Enforcement, Enforcement, Enforcement

• The biggest change may not be in the forms, but 

rather in the  enforcement of the CFPB Rules.

• “If people are ignoring or evading consumer 

protection laws – and seeking to gain an unfair 

advantage over their law-abiding competitors –

then litigation is an essential tool, and we will 

use it judiciously”, said Richard Cordray.
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Enforcement, Enforcement, Enforcement

Under Section 1053 of Dodd-Frank: 

• The CFPB is authorized to sue “any person” who 

violates Federal consumer financial laws.

• A three-year statute of limitations applies to 

enforcement actions.

• The CFPB can seek any appropriate legal or equitable 

relief in both judicial and administrative proceedings. 

Enforcement, Enforcement, Enforcement

Civil penalties can be recovered in enforcement 
proceedings under a three tier system:

1st Tier Penalties: for violation of any CFPB law, rule 
or order is up to $5,000 per day, for each day of the 
violation.

2nd Tier Penalties: for a reckless violation is up to 
$25,000 per day.

3rd Tier Penalties:  for a knowing violation is up to a 
fine of $1 million per day.

April 2013

• The CFPB reached a settlement with four major 
mortgage insurers, requiring the firms to pay a total of 
$15 million in penalties for allegedly paying kickbacks 
to lenders in exchange for business.

• "Illegal kickbacks distort markets and can inflate the 
financial burden of homeownership for consumers," 
said CFPB Director Richard Cordray. "We believe these 
mortgage insurance companies funneled millions of 
dollars to mortgage lenders for well over a decade. The 
orders announced today put an end to these types of 
arrangements and require these insurers to pay more 
than $15 million in penalties for violating the law."
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Kickback Suit Filed Against Borders & Borders, PC

• October 24, 2013:  CFPB sues a Kentucky Law 
Firm in Federal District Court for illegally paying 
kickbacks for real estate settlement referrals 
through a network of shell companies.

• “Today’s action sends a clear message that 
companies cannot design business structures to 
hide illegal kickbacks,” said CFPB Director 
Richard Cordray. “The CFPB will continue to 
pursue companies that seek to profit from 
convoluted arrangements that limit competition 
and hurt honest businesses.”

Kickback Suit Filed Against Borders & Borders, PC

• The complaint alleges that when a local real estate 
or mortgage broker company with a preexisting 
arrangement referred a homebuyer to Borders & 
Borders for closing or other settlement services, 
the law firm would arrange for the title insurance 
to be issued by the corresponding joint venture.

• The profits from the joint venture would then be 
split between the joint venture’s owners: the 
Borders principals and the referring real estate or 
mortgage broker. 

Kickback Suit Filed Against Borders & Borders, PLC

• According to the complaint, the nine joint ventures were not
bona fide entities and did not have their own office space,
email addresses, or phone numbers, and all nine companies
shared a single independent contractor who was also an
employee of Borders & Borders.

• Each company only issued title insurance policies for
homebuyers that had been referred to and by Borders &
Borders, and did no advertising to attract other business.
The companies performed no substantive title work, all of
which was instead performed by the staff at Borders &
Borders. The CFPB believes the entire arrangement served
no significant business purpose beyond acting as a conduit
for kickbacks in exchange for referrals.
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Could very well be the three words we 

hear most often on a going forward 

basis.

Enforcement, 

Enforcement, 

Enforcement

The New Forms

NEW “Consumer-Friendly” FORMS

• The CFPB has worked hard to ‘get it right’, 
formulating the new  Loan Estimate and Closing 
Disclosure forms.  

• The CFPB repeatedly stated that the final forms 
would be based upon consumer comments.

• “We want to make sure the disclosures actually helps 
consumers understand features of competing loan 
products, from the overall loan amount to estimates 
of taxes and insurance costs.” 
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“Consumer-Friendly” FORMS
• May 19, 2011 – May 24, 2011 Testing begins in Baltimore.

• June 27, 2011 – July 1, 2011   Los Angeles, CA

• Aug 1, 2011 – Aug 3, 2011       Chicago, IL

• Sept 12, 2011 – Sept 14, 2011 Springfield, MA

• Oct 17, 2011 – Oct 19, 2011     Albuquerque, NM

• Nov 8, 2011 – Nov 10, 2011      Des Moines, IA

• Dec 13, 2011 – Dec 15, 2011    Birmingham, AL

• Jan 24, 2012 – Jan 26, 2012     Philadelphia, PA

• Feb 20, 2012 – Feb 23, 2012     Austin, TX

• March 26, 2012  - March 29, 2012   Back to Baltimore!

Loan 

Estimate for 

Refinance –

Page 1

• Transaction Information

• Loan Terms

• Projected Payments

• Costs at Closing

Loan 

Estimate for 

Refinance –

Page 2

• Loan Costs

• Other Costs

• Calculating Cash-to-Close



3/11/2014

25

Closing 

Disclosure 

for Purchase 

– Page 1

• Closing Information

• Transaction Information

• Loan Information

• Loan Terms

• Projected Payments

• Costs at Closing

Closing Disclosure for Purchase

– Page 1 - Detail

Closing Disclosure for Purchase – Page 

1 - Detail
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Closing 

Disclosure 

for Purchase 

– Page 2

• Loan Costs

• Other Costs

• Total Costs

Closing Disclosure for Purchase 

Page 2 - Detail

Closing Disclosure for Purchase 

Page 2 - Detail
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Closing 

Disclosure 

for Purchase 

– Page 3

• Cash-to-Close Calculations

• Transaction Summaries

Closing Disclosure for Purchase

Page 3 - Detail

Closing Disclosure for Purchase

Page 3 - Detail
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Closing 

Disclosure 

for Purchase 

– Page 4

• Loan Disclosures

• Escrow Account

Closing Disclosure for Purchase

Page 4 - Detail

Closing 

Disclosure 

for Purchase 

– Page 5

• Loan Calculations

• Other Disclosures

• Questions

• Contact Information

• Confirmation of Receipt
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Closing Disclosure for Purchase

Page 5

Closing Disclosure for Purchase

Page 5

Closing 

Disclosure 

for Seller 

Only – Page 

1

• Closing Information

• Transaction Information

• Summaries of Transactions

• Contact Information



3/11/2014

30

Closing Disclosure for Seller Only

Page 1 - Detail

Closing Disclosure for Seller Only 

Page 1 - Detail

Closing 

Disclosure 

for Seller 

Only – Page 

2
• Closing Cost Details

• Loan Costs

• Other Costs
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Closing Disclosure for Seller Only

Page 2 - Detail

Closing Disclosure for Seller Only

Page 2 - Detail

Questions?
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THANK YOU!


