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Heard the Phrase
“RESPA  REFORM”?? 

• The November 2008 RESPA Rule 
became effective on January 16, 2009.

• Originally included CLOSING SCRIPT

• “Optional owner’s title insurance” 

• Tolerances

• Endless RESPA FAQs



RESPA Reform 2010
New GFE/HUD-1 as of Jan 1, 2010

•NEW GOOD FAITH ESTIMATE (GFE) must be 

issued to the borrower within 3 days of receiving a 

mortgage application.

•All lender and mortgage broker fees must be 

combined and shown as a single amount – now 

called “Our Origination Charges.” This charge will 

include lender fee, mortgage broker fee, and 

mortgage broker compensation.   

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

“changed circumstance.” 



Meanwhile . . . . Back at the Corral . . 

Trouble was on the loose -



2008 Financial Crisis 

• On Sept. 8, 2008, the U.S. Treasury seized 
control of mortgage giants Fannie Mae and 
Freddie Mac and pledged a $200 billion cash 
injection to help the companies cope with 
mortgage default losses.

• About a week later, we saw an $85 billion 
government bail out of AIG.

• The Fed refused to save Lehman Brothers 
who filed for Bankruptcy.



September 24, 2008

At the height of the Economic 

Crisis, President Bush addressed 

the Nation:
“Easy credit - combined with 

the faulty assumption that home 

values would continue to rise - led 

to excesses and bad decisions.”



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.



The Dodd-Frank Wall Street Reform and 
Consumer Protection Act

July 21, 2010



• Title I - establishes Financial Stability Oversight Council 
(“FSOC”) to identify systemic risks, promote market discipline, 
and respond to emerging threats to the stability of U.S. financial 
system. 

• Title II - intended to put an end to “too big to fail” financial 
institution bailouts.

• Title III - restructures the financial regulatory system; increases 
deposit insurance to $250,000 per account.

• Title IV - tightens regulatory requirements for investment 
advisors.

• Title V - creates Federal Insurance Office (“FIO”) to advise 
Treasury and FSOC on major domestic and international 
insurance policy issues. 

Dodd-Frank



• Title VI - tightens banking regulations. 

• Title VII - regulates derivatives/swaps.

• Title VIII - regulates “financial market 
utilities” (“FMUs”) 

• Title IX - strengthens SEC so that it can 
better protect investors;

• Titles X - creates the Bureau of 
Consumer Financial Protection
(“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.



Message from the CFPB

• “Two founding principles that lie at the heart of the 
American dream are equal opportunity and the 
opportunity for upward mobility.” 

• “Each day, we work to accomplish the goals of renewing 
consumers’ trust in the marketplace and ensuring that 
financial products and services help consumers climb 
that economic ladder of opportunity. Any progress we 
are making is attributable to the hard work performed by 
our team - people of the highest caliber who are 
dedicated to public service and protecting American 
consumers.”



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 



CFPB:  Structure, Accountability, Powers

• July 17, 2011, President 
Obama announced he would 
nominated Richard Cordray 
as Director of the CFPB.

• Facing Senate opposition to 
Cordray’s confirmation, the 
White House announced his 
‘recess appointment’ on 
January 4, 2012

• One year term has expired.



CFPB:  Structure, Accountability, Powers

• March 21, 2013  - the Senate 
Committee on Banking, Housing and 
Urban Affairs approved Richard 
Cordray’s nomination for a 5 year 
term but Senate Republicans vow to 
block final approval by the full Senate

• April 23, 2013 - Rep. Jeb Hensarling 
(R., Texas) chair of the House 
Financial Services Committee said, 
“Unless the U.S. Supreme Court rules 
otherwise, "he is not the director of 
the CFPB" 



CFPB:  Structure, Accountability, Powers

• Republican Senators 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”



CFPB:  Structure, Accountability, Powers

– CFPB Funding has been questioned.

– 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.







CFPB has Oversight over:

• 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 Priorities for 2013

• 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; 



CFPB Priorities for 2013

• 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; 

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



CFPB Priorities for 2013

• 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; 



CFPB Priorities for 2013

• 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. 



July 21, 2011
• Dodd-Frank mandates 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 new proposed 
CFPB Rule was published.

[1099 Pages – included on thumb drive]



Summary of the Proposed CFPB Rule

• Applies to most consumer mortgages -closed-
end residential loans.

• Does not apply to HELOCs, reverse mortgages, 
mobile-home loans or by a mortgage on a 
dwelling that is not attached to land. 

• Does not apply to loans made by a creditor who 
makes five or fewer mortgages in a year.



Summary of the Proposed CFPB Rule
New 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 application

• Lender can not charge any fees until after form 
issued with the exception of the cost of a credit 
report.



Summary of the Proposed CFPB Rule

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

Lending. 

• Uses a new two-digit numbering scheme, 
replacing current HUD lines.

• Two proposed 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. 





Three-day rule
• Lender must provide the Closing Disclosure at 

least three business days prior to close

• With changes, consumer receives new form 
and three more business day delay

• Exceptions from three-day requirement for 
common changes:  minor changes of less than 
$100; negotiations between buyer and seller 
after final walk-through



The Rule Says:  §1026.19 (f) - The creditor shall 
ensure that the consumer receives the disclosures 
required under paragraph (f)(1)(i) of this section no 
later than three business days before 
consummation

• With a three day waiting period after the final 
disclosure is received by the consumer,   if settlement 
is scheduled for  a Thursday then the consumer must 
receive the disclosures by Monday

• Changes to the final disclosure will trigger a new three 
business day waiting period unless an exemption 
applies.



Can The Consumer Waive the 
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



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.



Summary of the Proposed CFPB Rule

APR Changes

• The proposed rule redefines the way the 
Annual Percentage Rate or “APR” is 
calculated.

• The APR will encompass almost all of the up-
front costs of the loan.

• This is intended to make it easier for 
consumers to use the APR to compare loans 
and easier for industry to calculate the APR.



Summary of the Proposed CFPB Rule

Recordkeeping

• Lenders must keep records of Loan 
Estimate and Closing Disclosures

• Must keep for two years, unless an 
enforcing agency requires more

• Must be in ‘standard machine-readable 
format’

• Must be available to regulators



Summary of the Proposed CFPB Rule

Comment Periods Are Closed

• September 7, 2012 (60 days from original 
announcement) – Calculation of Finance 
Charge and APR

• November 6, 2012 (120 days) – All other 
portions of the proposed rule

• This is much longer than the typical 90 
days, due to the number and complexity 
of changes proposed.



Summary of the Proposed CFPB Rule

Effective Date
• The Bureau recognizes that the final rule will 

require lenders, mortgage brokers, and settlement 
agents to make extensive revisions to their 
software and to retrain their staff.

• The Bureau sought comments on how much time 
industry needs to make these changes.

• The Bureau is proposing to delay compliance 
with certain new disclosure requirements 
contained in the Dodd-Frank Act until the 
Bureau’s final rule takes effect.



NEW “Consumer-Friendly” FORMS

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

• The CFPB has repeatedly stated that the final 
forms will 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.” 



NEW “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



Closing Disclosure



Costs of Implementation?

• Small Business Review Regulatory Enforcement 
Fairness Act (SBREFA) panel said:

• According to industry estimates, the CFPB's 
draft forms and regulatory outline will increase 
costs to small settlement providers by as much 
as $800 per employee in upfront implementation 
and training costs; $2,360 to train lenders, 
Realtors and other customers; a 20 percent 
increase in their yearly software maintenance 
fee; and a 20 percent decrease in annual 
revenue due to decreased productivity. 



These costs are due mainly to four distinct problems with 
the draft forms and regulatory proposal: 

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.



• In addition to the cost estimate, the SBREFA also 
suggested alternatives that should prove less costly for 
the industry including:

returning to the formatting of the pre-2010 HUD-1 for the 

settlement statement portion of the forms;

issuing both mandatory forms and authoritative guidance 

for lenders and settlement agents to rely upon;

limit the application of the three day rule to loan information 

only; and

bifurcate the settlement disclosure into a lender completed 

section and settlement agent completed section.



• The SBREFA urged the CFPB to avoid issuing rules that 
can only be reasonably implemented by larger players in 
the industry. 

• "One of the unintended consequences of the recent 
revisions in the 2008 HUD RESPA Rule is that lenders 
now limit the settlement agents with whom they work to 
close transactions because of increased liability" . 

• "Not only will small settlement agents be hurt by this 
inability to compete, but consumers will be harmed as 
well from the lack of consumer choice, ultimately leading 
to higher costs."
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Ability To Repay – New Mortgage Rules 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 Rules 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



Ability To Repay – New Mortgage Rules 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 was issued by the CFPB on January 10, 2013, 
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” 



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.



Enforcement, Enforcement, Enforcement

• “Right now the Bureau is busy organizing 
itself and focusing its consumer outreach 
on distressed homeowners and credit card 
transactions. RESPA enforcement has not 
yet made it to the front burners. But it will.” 
said Phillip L. Schulman of K&L Gates.  

• “In the meantime, this might be a good 
time to kick the tires and make sure your 
company’s practices are in compliance 
with RESPA.”



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.



Enforcement, Enforcement, Enforcement

• Under the three tier system, there is a list 
of mitigating factors, including the gravity 
of the violation and “the severity of the 
risks to or losses of the consumer.”

• There are also elaborate protections 
afforded to “whistleblowers” who are 
employees of violators and their service 
providers.



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."



Cordray on CFPB enforcement
• “We plan to use all of the tools available to us to ensure 

that everyone respects and follows the rules of the road,” 
Cordray said. “Where we can cooperate with financial 
institutions to do that, we will; when necessary, however, 
we will not hesitate to use enforcement actions to right a 
wrong.”



Could very well be the three words we hear 
most often on a going forward basis.

Enforcement, 
Enforcement, 
Enforcement



New Reverse Mortgage Disclosure Drafts Under Way

• “In an effort to work with the Consumer Financial 

Protection Bureau and its overall initiative to revamp all 
mortgage disclosure forms under a Dodd-Frank rule to 
combine the Truth in Lending form and the Good Faith 
Estimate into one form, NRMLA is in the process of 
creating a draft of new mortgage disclosures that are 
specific to reverse mortgage borrowers.”

• “This is good news,” NRMLA counsel James Brodsky 
said, noting the complex forward process and 
distinctions between forward and reverse borrower 
needs and complexities. “This is recognition that one 
size does not fit all.”



Questions?





THANK YOU!


