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Applicability.  Each regulatory agency has its own regulation on flood insurance.  The regulations are virtually identical and  do not provide significant guidance. In 2010, however, the agencies  issued interagency guidelines to help lenders understand appraisal and evaluation requirements.  Under those guidelines, if a loan is secured by real property, that real property must be valued, either by an appraisal or an evaluation.  The valuation requirement applies to every loan secured by real property, regardless of purpose—consumer, agricultural and commercial.   Note, however, that no appraisal or evaluation is required when the real estate is taken only as an abundance of caution.  

Appraisals.   If a loan is secured by real property and the amount of the loan exceeds $250,000, the lender must hire certified appraiser to conduct an appraisal or the real property securing the loan.  But note the following exceptions:

· Business loans.  If the amount of a business loan is $1 million or less, the lender may conduct an in-house evaluation (instead of an appraisal), provided repayment does not depend on (i) the sale of the real estate or (ii) rental income from the real estate.

· Same-Lender Refinancing/Renewal with NO NEW MONEY.   If the lender refinances or renews a real estate loan with no new money, the value of the real estate can be determined by in-house evaluation—even if there is a material change in the property. 

· Same-Lender Refinancing/Renewal with NO MATERIAL CHANGE.  If the lender refinances or renews a real estate loan and there is no material change in the real estate, the value of the real estate can be determined by an in-house evaluation—even if the refinancing/evaluation involves new money. 

Evaluations.   If a loan is secured a real property and the amount of the loan is $250,000 or less, the lender can value the property by conducting an in-house evaluation.  An in-house evaluation can be based on local tax data, but the lender must (i) review the assessment, (ii) determine whether the assessment is valid and (iii) prepare a written review that includes a reconciliation of the value.  
Existing Appraisals and Evaluations.   If the lender has an existing appraisal or evaluation in its file, it can use that existing valuation to support a new loan—but only if it documents that the existing appraisal or evaluation is still valid.

Reviewing Appraisals and Evaluations.  As part of a lender’s credit approval process—and prior to the final credit decision—the lender must review the appraisal or evaluation to ensure it complies with the federal appraisal regulations and the lender’s internal policies.

Timing.     Both appraisals and evaluations must be conducted before the loan is closed.

New Rules Affecting Appraisals.
· HPML Appraisal Requirements.  Under the CFPB’s new rules, there are special appraisal requirements  for HPMLs.   These rules are discussed under the section for Truth in Lending. 
· HPML Copy-of-Appraisal Rules.  The new CFPB rules require a lender to (i) provide a copy of any appraisal conducted in connection with a HPML and (ii) provide a notice of the applicant's right to receive the copy.  Find those rules in the HPML portion of the Truth-in-Lending section. 
· ECOA Copy-of-Appraisal Rules.  The new CFPB rules have changed the requirements for providing a copy of an appraisal under the Equal Credit Opportunity Act (Regulation B).  Those new requirements are discussed in the COPY-OF-APPRAISAL RULES portion of the ECOA section.
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APPLIES TO BOTH CONSUMER AND COMMERCIAL LOANS
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	Purpose Requirement.    Under the Bank Secrecy Act, if a loan (i) exceeds $10,000 and (ii) is not secured by real estate, a financial institution is required to retain a record of the loan's purpose.  The purpose can be retained in any manner, but is usually shown on the promissory note.  This requirement enables lenders to be alerted to suspicious loan activity, such as money-laundering schemes.  The stated purpose must be as specific as possible . . . general terms such as “business,” “personal” or “personal expenses” are not permissible.

Consumer Identification Program.  We typically think of CIP as a deposit-related requirement, but if a loan applicant is not an existing customer, the CIP responsibilities may fall on lending personnel.  Under the Bank Secrecy Act, a financial institution must, at minimum:

· Identify the customer by obtaining the following information prior to closing:

· Name, 

· Date of birth, 

· Address, and 

· Taxpayer identification number.

· Verify the customer’s identity within a reasonable time after the loan is closed.  Verification typically requires a photo driver’s license, but the lender’s internal procedures may require additional verification. 

For specific requirements, check your institution's Customer Identification Program (CIP).



	CREDIT 

PRACTICES 

RULE (REG AA)
12 CFR §227
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APPLIES TO CONSUMER LOANS ONLY
	Background and Applicability.   This rule —which contains several requirements and prohibitions—was originally created by the FTC.  Subsequently, however, all the regulatory agencies, adopted the rule.   The rule covers all consumer-purpose loans except loans for the purchase of real estate.

Prohibited Contract Terms.   Under the rule, loan contracts cannot contain confessions of judgment or assignments of wages.   In addition, the rule specifically prohibits the pyramiding of late fees.
Notice to Cosigner.    When there is a “cosigner” (a person who is liable on the note but does not receive the proceeds), the rule requires creditors to give a written disclosure prior to the time the cosigner signs the note or guarantee.  Typically, this notice is preprinted into notes designed for consumer-purpose loans.

Prohibition of Non-Purchase Money Security Interests.   Finally, the rule specifically prohibits a creditor from taking a non-possessory, non-purchase money security interest in household goods.  The term "household goods" is specifically defined in the rule.
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	ENVIRONMENTAL RISK
FDIC:  FIL -14-93

FED:    SR 91-20
APPLIES TO BOTH CONSUMER AND COMMERCIAL LOANS
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	Applicability.   The requirements dealing with environmental risk apply to every loan secured by real estate, regardless of purpose—consumer, agricultural and commercial.  While the risks extend to all loans secured by real estate, the risk is greatest on commercial loans.  
Due Diligence.  During the application process—and before making the loan—lenders should conduct due diligence.  To conduct due diligence, the lender will analyze the probability of risks and losses stemming from environmentally damaged property.  Typically, required information can be gathered during the application interview, and at minimum, the lender should determine the following information:

· The present and past uses of the property; and

· Environmental contacts by federal, state or local governmental agencies. 

Further Investigation.   If the initial analysis indicates a possible environmental concern, a more detailed investigation will be necessary.  Lenders should refer to their institution's own policy for specific guidance, but additional investigation may include the following steps:

· Surveying past ownership and uses of the property;

· Inspecting the site and contiguous parcels of property;

· Reviewing company records for past use or disposal of hazardous materials; 

· Reviewing public records for possible environmental violations; and

· Reviewing federal and state lists of contaminated properties. 
Protecting the Lender's Exemption.    Under federal law, lenders are generally not liable for the cost of cleaning up environmentally-damaged property that is held as security for a loan.  This exemption will be in jeopardy, however, if the lender:

·      Participates in the management of the borrower’s business; or

·      Fails to take steps to identify environmentally-damaged property in the first place—such as conducting the initial analysis and following up as necessary. 




1
	EQUAL CREDIT OPPORTUNITY ACT (REG B)
12 CFR §1002
APPLIES TO BOTH CONSUMER AND COMMERCIAL LOANS
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	Applicability.   Unless a provision specifically states otherwise, the Equal Credit Opportunity Act applies to every loan, regardless of purpose—consumer, agricultural and commercial.

Adverse Action Notices - §1002.9. 

Consumer Loans.  When the lender takes an “adverse action” on a consumer-purpose loan, it must give the applicant a written notice.  The rules are somewhat complicated:
· Completed Application; Denial.  If the lender denies a completed application (refuses to grant credit in the amount or terms requested), the lender must provide a Notice of Adverse Action (NOAA) within 30 days after receiving the application.

· Completed Application; Counteroffer. If the lender makes a counteroffer and the applicant accepts the counteroffer, there is no adverse action and no notice is required.  But if the applicant does not accept the counteroffer, the lender must provide a NOAA within 90 days after notifying the applicant of the counteroffer.
·  Incomplete Application.  Within 30 days after receiving an incomplete application, the lender must either:  (i) deny the application and provide a NOAA within 30 days or (ii) provide a notice of incompleteness (part of the usual NOAA form).  If the applicant fails to respond, the lender will have no further obligation.  But if the applicant supplies the information, the lender must take action on the application and follow the usual notification rules.
· Withdrawal.  If an applicant specifically withdraws an application, there is no “adverse action” and a NOAA is not required.  If the applicant provides the lender with a letter of withdrawal, that letter should be kept in the file.  If there is no letter, the lender should document the file.  
Large Businesses.  For businesses with gross revenues exceeding $1 million, the lender must notify the applicant of adverse action, either orally or in writing, within a reasonable time after the adverse action.  The lender is not required to provide the reasons for the adverse action unless the applicant asks for the reasons in writing within sixty days after the adverse action.  In that case, the lender must provide a written statement of the reasons (the usual NOAA can be used).
Small Businesses.  For businesses with gross revenues of $1 million or less, the lender can use the same adverse-action procedures as required for consumer loans.

Copy-of-Appraisal Rules - §1002.14.
Copy-of-Appraisal Notice.  If a loan (open- or closed-end credit) is secured by a first lien on a dwelling, the lender must notify the applicant of the right to receive a copy of any appraisal or evaluation conducted in connection with the loan.  This notice must be provided within three business days after application. 

Providing Copy of Appraisal.  If the loan (open- or closed-end credit) is secured by a first lien on a dwelling, the lender must provide a copy of the appraisal/evaluation promptly upon completion . . . but at least three business days before closing.  The applicant can waive the timing requirement (orally or in writing), but the lender must still deliver the copy at or before closing. Further, the lender must receive the waiver at least three business days before closing.  The lender cannot charge for the copies, but can charge the applicant a reasonable fee to reimburse for the cost of preparing the valuation.  For these ECOA appraisal-related requirements, the lender can use its own definition of “business day,” which may include counting Saturdays—as provided in Reg Z §1026.2(a)(6).  In the case of a refinancing/renewal, the notice/copy requirements only apply if the lender develops a new appraisal/ evaluation.  And remember that these rules apply to both consumer- and business-purpose loans.




	EQUAL CREDIT OPPORTUNITY ACT
(continued)

	Discrimination Prohibition - §1002.4(a).  A lender cannot discriminate against an applicant on any of the following bases: 

· Race, 

· Color, 

· Religion, 

· National origin, 

· Sex, 

· Marital status, 

· Age (as long as the applicant is 18 or older); 

· The fact that an applicant’s income comes from a public assistance program; or 

· The fact that the applicant has exercised rights under consumer-protection laws.

Intent to Apply for Joint Credit - Commentary §7(d)(1)-3.   If an applicant intends to apply for joint credit, that intent must be “evidenced” at the time of application.  All commonly-used application forms have a space where the applicants can initial to evidence such intent.  If a written application is not used, a separate “Intent to Apply for Joint Credit” form must be completed.

Monitoring Requirements - §1002.13.   When a lender receives an application for credit primarily for the purchase or refinancing of a dwelling occupied or to be occupied by the applicant as a principal residence and the loan will be secured by that dwelling, the lender is required to collect information regarding the applicant’s ethnicity, race, sex, marital status and age.   A lender may, however, comply with this requirement by using a substitute monitoring program, such as the monitoring program under HMDA.  When HMDA lender comply with the HMDA monitoring provisions, the monitoring requirement under the Equal Credit Opportunity Act will automatically be satisfied

Signature Requirements - §1002.7(d).  If a person applies for individual credit, Reg B contains the following signature rules:

· If an individual applicant qualifies for credit under the lender's standards of creditworthiness, the lender cannot require a cosigner or guarantor.

· If an individual applicant does not qualify for credit under the lender’s standards or creditworthiness, the lender can require a cosigner or guarantor, but cannot require that the applicant’s spouse be the cosigner or guarantor.

· If the lender reasonably believes that collateral is jointly owned, it may require all joint owners to sign the “security documents”—mortgages and security agreements.

Written Applications - §1002.4(c).  Under Reg  B, if the loan is:  (i) Primarily for the purchase or refinancing of a dwelling occupied or to be occupied by the applicant as a principal residence and (ii) secured by the dwelling, the lender is required to obtain a written application.



	E-SIGN  ACT

APPLIES TO CONSUMER LOANS ONLY
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	Under the Electronic Signatures in Global and National Commerce Act (the E-Sign Act), electronic signatures, contracts and other records are legally enforceable.  But if the electronic signature or record involves a consumer, special rules apply:

(   Consent.  A required disclosure can only be provided electronically if the consumer affirmatively contents.
(   Notice.  Before the consumer consents, however, the lender must provide a notice containing detail about the electronic disclosure and the consumer’s rights.

(   Electronic Consent.  The consumer must consent electronically . . . to show that the consumer can electronically access the disclosure.

(    Change in Hardware or Software.  If the consumer consents and there is a subsequent change in the hardware or software requirements, the lender must provide a notice of the revised requirements and the consumer must again electronically consent.



	FAIR CREDIT REPORTING ACT

(REG V) –
RISK-BASED PRICING 

12 CFR §1022.70-75

APPLIES TO CONSUMER LOANS ONLY
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	Background.  The risk-basing pricing requirement is part of a 2003 amendment to the Fair Credit Reporting Act.  We refer to the amendment as the FACT Act (or FACTA).  Oddly, the requirement involving risk-based pricing was not implemented until 2011, when the Fed added new Subpart H to its Regulation V.  [Reg V has now been transferred to the CFPB.]

The General Rule.  In general, this law applies when a lender (i) used a credit report in connection with consumer credit  and (ii) based on that report, grants credit on terms materially less favorable than the most favorable terms available to a substantial portion of the lender's consumers.  Obviously, this application test requires cumbersome and detailed calculations.

The Second Option.  Fortunately, Reg V permits another option for complying with this rule.  The second option (often called the “exception” option) applies to any consumer-purpose loan subject to risk-based financing.  A lender has risk-based financing if rates can vary on a loan-to-loan basis, depending on the borrower.

Disclosures.  Under the “exception” option, the lender must provide a Credit Score Notice to any consumer subject to risk-based pricing.  There are two notices:  (i) One notice for loans secured by residential real property and (ii) another notice for loans not secured by residential real property.  The required notice must be provided as soon as possible, but not later than closing.

NOTE:  Risk-based pricing can occur even if the lender does not pull a credit report.  But if the lender uses risk-based pricing, it must pull a credit report to complete the required notice.


	FAIR 
HOUSING ACT

12 CFR §338
APPLIES TO BOTH CONSUMER AND COMMERCIAL LOANS
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	Applicability.     The Fair Housing Act applies to state-chartered banks who are not Fed members. 

Advertising Logo.  If the bank advertises any loan that is: (i) For the purpose of purchasing, constructing, improving, repairing or maintaining a dwelling or (ii) secured by a dwelling, that advertisement must indicate that the bank makes such loans without regard to race, color, religion, national origin, sex, handicap or familial status.  The details of this requirement are contained in the FDIC’s Fair Housing regulations.

Fair Housing Poster.  The bank must conspicuously display either (i) the Equal Housing Lender poster set forth in the FDIC’s Fair Housing regulations or (ii) the Equal Housing Opportunity poster prescribed by the HUD regulations.  Regardless of which poster is used, the poster will be in a central location within the bank, where deposits are received or where loans are made, in a manner clearly visible to the general public entering the area where the poster is displayed.

Recordkeeping.  The FDIC’s Fair Housing regulations remind banks to collect and retain certain monitoring information required by the Equal Credit Opportunity Act (ECOA).  As indicated in ECOA information above, banks are permitted to use the HMDA monitoring program as a substitute for the ECOA monitoring program and this bank will utilize the HMDA program as its monitoring program.


	FEDERAL INSURANCE DISCLOSURES

FDIC:  12 CFR §343.40 

FED:    12 CFR §14.40 

OCC:  12 CFR §208.84

APPLIES TO CONSUMER LOANS ONLY

	In 2000, the banking regulatory agencies jointly adopted a rule entitled Consumer Protections for Bank Sales of Insurance.  The rule became effective in 2001 and requires these disclosures:
Credit Application Disclosure.   If the bank offers or solicits credit insurance in connection with a consumer-purpose loan, it must provide the Federal Credit Application Insurance Disclosure at the time the applicant applies for the loan.  Some preprinted note forms contain wording that implies that credit insurance was offered.  If this wording appears on your note form, it may be prudent to routinely provide the disclosures on every consumer-purpose loan.  The disclosure must be given both orally and in writing and must be provided to each applicant.  In addition, the applicant(s) must acknowledge that the disclosure was provided.
Sale-of-Insurance Disclosure.  If an applicant buys credit insurance from the bank, the bank must provide the Federal Sale-of-Insurance Disclosure—both orally and in writing—before the initial sale of insurance has been completed.  The recipient (purchaser of insurance) must acknowledge receipt of the disclosure.  The written portion of the disclosure may appear in the bank’s promissory note form.  If so, remember to get each purchaser to sign and date that disclosure. A copy of the disclosure must be given to each purchaser.




	FLOOD 

DISASTER PROTECTION ACT
FDIC:   12 CFR §339

OCC:  12 CFR §22

FED:    12 CFR §208.25

APPLIES TO BOTH CONSUMER AND COMMERCIAL LOANS
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	Applicability.   The flood insurance requirements will apply to any new, refinanced, renewed or extended loan secured by a building or manufactured home.  The requirements are applicable to consumer, agricultural and business loans.   
Detached buildings.  Under the Homeowner Flood Insurance Affordability Act of 2014, flood insurance is not required for any structure that is part of a residential property, but detached from the primary residence and does not serve as a residence.  It is clear, however, that a lender may require flood insurance to protect the collateral securing the loan.                                          

Determination.  If a loan is secured by a building or a manufactured home, the lender must determine whether the building or manufactured home is or will be located in a special flood hazard area in which flood insurance is available. 
Notice.  If the determination reveals that the secured building or manufactured home is located in a special flood hazard area, the lender must mail or deliver a written notice to the borrower, regardless of whether flood insurance is available.  This notice must be given within a reasonable time (10 days) before the loan is closed.  The lender must evidence that the borrower received the notice.  Such evidence could include (i) the borrower's signed acknowledgment or (ii) a borrower-initialed list of disclosures provided to the borrower.
Basic Insurance Requirement.   If the determination shows that that (i) the secured building (or a manufactured home) is located in a special flood hazard area and (ii) the community participates in the national flood insurance program, the lender cannot make, increase, extend or renew (or refinance) the loan unless the building (or manufactured home) covered by flood insurance for the term of the loan. 

Force Placement.   If at any time during the life of the loan the lender determines that flood insurance is inadequate or does not exist, the lender must provide a notice to the borrower.  If the borrower fails to purchase flood insurance within 45 days, the lender must purchase insurance on the borrower’s behalf.  Recent changes in flood insurance rules make it clear that lenders can force-place insurance as soon as the coverage lapsed and charge the borrower for that insurance.  
Required Amount of Insurance.  The amount of insurance must be at least equal to:
· [image: image33.png]


 The outstanding principal balance of the loan; or

·  The insurable value of the building (or manufactured home).         WHICHEVER IS LESS
Using Prior Determinations.   Once a lender has obtained a flood hazard determination for a loan, it can use that same determination for renewals and extensions of that loan.  However, the original determination must be no older than seven years AND there must be no map revisions or updates affecting the property since the original determination.  In order to ensure that there are no intervening revisions or updates, prudent lenders will require a recertification of the original determination prior to every renewal or extension. And note that prior determinations cannot be used for new loans or a refinancings from different lenders.
Manufactured Homes.    If a loan is secured by a manufactured home, flood insurance is not required if someone could simply back up to the home and haul it off (away from an approaching flood).  But it the home is tied down, has no wheels or is permanently set into a foundation, the flood insurance rules apply.

Escrowing Premiums.  In the past, a lender was required to escrow flood insurance premiums if it required an escrow account for property taxes and insurance. That requirement no longer exists.  Effective January 1, 2016, creditors are generally required to escrow all flood insurance premiums on all loans secured by improved real estate.  Note, however, that there are numerous exemptions to the new requirement, and virtually all small creditors (assets of less than $1 billion) are exempt from this requirement.

Interagency Questions and Answers.  In 2011, the regulatory agencies jointly issued a comprehensive guide to flood insurance requirements. This guide—published in a question-and-answer format—is an essential tool for lenders struggling with flood insurance matters.  




	HELPING FAMILIES SAVE THEIR HOMES ACT

HUD NOTICE – JUNE 18, 2009

APPLIES TO BOTH 
CONSUMER AND COMMERCIAL LOANS
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	Applicability.  Under the Helping Families Save Their Homes Act of 2009, a financial institution must provide a Tenants-in-Foreclosure Notice when the institution forecloses on residential property in which tenants reside.  
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Background.  This requirement is implemented by HUD, who has made it clear that the requirement is not limited to FHA-insured or HUD-assisted housing. 

Notice Requirement.  Under this rule, if tenants reside in foreclosed property and the foreclosing lender wants the tenants to vacate the property, the lender must provide the tenants with at least 90 days advance notice of the need to vacate.


	HOME MORTGAGE DISCLOSURE 
ACT (REG C) 
12 CFR §1003
APPLIES TO BOTH 
CONSUMER AND
COMMERCIAL LOANS
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	Applicability.  A financial institution is subject to HMDA’s monitoring and reporting requirements if it (i) has assets in excess of $44 million and (ii) has a home or branch office in a metropolitan statistical area (MSA).  [$44 million is the threshold for 2015—it is tied to the Consumer Price Index and changes annually.]

Loans Subject to HMDA Reporting.     If the financial institution is subject to HMDA, it must obtain monitoring information and report loan data on the following types of loans, including business loans:

·  Home-purchase loans.  A loan is a "home-purchase" loan if proceeds are used to purchase a dwelling and the loan is secured by a dwelling.

· [image: image36.png]


Home-improvement loans.  A loan is a "home improvement" loan if proceeds are used to improve a dwelling (or property on which a dwelling is located) and that loan is either: (i) Classified as a home improvement loan or (ii) secured by a dwelling.
·  Refinancings.   A loan is a "refinancing" if both old and new loan is secured by a dwelling.
Loans Exempt from HMDA Reporting.  Both bridge loans and construction loans are exempt from the HMDA reporting requirements.  In addition, note that reporting for home equity lines of credit (HELOCS) is optional.

Collecting Monitoring Information - §1003.4 and Appendix B.   The lender must collect the required monitoring information (ethnicity, race and sex), using the following rules: 

· If the application is taken in person and the applicant fails to provide the information, the lender must (i) note that the application was taken in person and (ii) note the applicant’s ethnicity, race and sex on the basis of visual observation and surname, to the extent possible.

· If the application is taken by mail or telephone and the applicant fails to provide the information, the information need not be provided, but the lender must indicate that the application was received by mail or telephone.

Loan Application Register (LAR) - §1003.5.   On a HMDA loan, the lender and loan assistants must determine and collect the HMDA-required data and compile that data on a LAR Input Sheet.  HMDA data must be recorded within thirty days after the end of the calendar quarter in which final loan action was taken; and the LAR must be submitted to the FDIC by March 1 following the calendar year in which the data is compiled.



	HOMEOWNERS PROTECTION ACT

12 USC Chapter 49
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	Background.  The Homeowners' Protection Act of 1998 establishes rules for automatic termination and borrower cancellation of private mortgage insurance.  Private mortgage insurance (PMI) is designed to protect the lender in the event of default.  Lenders often require PMI when the borrower puts less than 20 percent down on a home mortgage.
Applicability.   These  PMI rules apply to home mortgages signed on or after July 29, 1999 for the purchase, initial construction, or refinance of a single-family home. The protections do not apply to government-insured FHA or VA loans or to loans with lender-paid PMI. 

Termination and Cancellation Rules.  On applicable home mortgages, PMI must be terminated automatically once the borrower reaches 22 percent equity (based on the home’s original value).  In addition, PMI can be canceled upon request when the loan reaches 20 percent equity.   Note, however, that termination/cancellation is not required if (i) the loan is high-risk, (ii) payments are not current or (iii) there are other liens on the property. 

Disclosures and Notices.  If a lender requires PMI, the Homeowner’s Protection Act requires the lender to provide (i) an initial disclosure, (ii) an annual disclosure and (iii) a cancellation/ termination notice (within 30 days of cancellation/termination). 



	HUD

HOMEOWNERSHIP

COUNSELING
NOTICE
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	Background and Applicability.  Originally, this notice requirement was part of the Housing and Urban Development Act of 1968.  That original requirement expired in 2000, but the VA/FHA Appropriations Act, which was signed into law in 2001, reinstated the notice requirement.  The HUD Homeownership Counseling Notice must be provided to delinquent homeowners and “first-time home buyers.”
Delinquent Homeowner.   If a “home loan” is secured by a homeowner’s principal dwelling, that homeowner must receive a Homeownership Counseling Notice within 45 days of any delinquency.
First-time Homebuyer.    A “first-time homebuyer” (as defined by HUD) must receive the Homeownership Counseling Notice at the time of application.
SCRA Notice.  Oddly, the Homeownership Counseling Notice includes the SCRA Notice Disclosure.  The combined notice must be provided to all homeowners who are in default on a residential mortgage, regardless of whether the loan or mortgage involves a service member.
New Rules Affecting Homeownership Counseling . . .
Homeownership Counseling for High-Cost Mortgages.   Under the new CFPB rules, an applicant for a high-cost mortgage loan must obtain homeownership counseling before the lender can close the loan.  This new requirement is discussed in the High-Cost Mortgage portion of the section on Truth in Lending. 

Requirement to Provide List of Counseling Organizations.  The new CFPB rules require a lender to provide the applicant of a RESPA loan with a list of ten homeownership counseling organizations within three business days after application.  This new requirement is discussed in the Homeownership Counseling List portion of the section on RESPA. 


	LOAN-TO-VALUE 
LIMITS  
FDIC:   FIL-94-99

FED:    SR 99-26 (SUP)

OCC:    12 CFR 34 – APP A
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	Applicability.      In 1993 the OCC, Federal Reserve Board, FDIC and OTS created interagency real-estate-lending guidelines which included loan-to-value limits.  The NCUA was not a party to those guidelines, but subsequent documents state that the guidelines establish "best practices" that credit unions should follow.  The loan-to-value limits are shown in the following chart:
LOAN CATEGORY
LOAN-TO-VALUE LIMITS

Raw land

65%

Land development 

75%

Construction:

· Commercial, multi-family, and 
other non-residential (includes condominiums and cooperatives)

· 1-to-4 family residential 

80%

85%

Improved property

85%

Owner-occupied 1-to-4 family and
 home equity

A LTV limit has not been established for permanent-mortgage or home-equity loans on owner-occupied, 1-to-4 family residential property.  However, for any such loan with a LTV ratio that equals or exceeds 90% at origination, an institution should require appropriate credit enhancement in the form of either mortgage insurance or readily-marketable collateral.



	MILITARY LENDING ACT
(The Talent Act)

10 USC §987
APPLIES TO CONSUMER LOANS ONLY
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	Applicability.   The Military Lending Act only applies when a financial institution makes one of the following “high-risk” loans to service members or their dependents:

· Payday Loans.  Loans having the following characteristics: (i) A term of 91 days or less, (ii) an amount financed of $2,000.00 or less and (iii) the borrower provides check (or EFT authorization) for payment.    

· Vehicle Title Loans.   Loans that (i) have a term of 181 days or less, (ii) are secured by a motor vehicle and (iii) are not used to buy that motor vehicle.

· Tax Refund Anticipation Loans.   Loans expressly secured by (or to be paid by) the borrower’s income tax refund.
Background.   The Talent-Nelson Military Lending Act (MLA) was enacted in 2006 and the Department of Defense created regulations to implement the act.  Those regulations, referred to as the Service Members and Dependents Rule, became effective October 1, 2007. This law is sometimes referred to as the Talent Act (stemming from a Congressional amendment).
Requirements.  If the 2007 Service Members and Dependents Rule applies to a loan, the lender must (i) calculate a “military annual percentage rate” (MAPR); (ii) limit the MAPR to 36% and (iii) provide certain written and oral disclosures.  In addition, the rule contains limitations and restrictions on covered loans.
Easy Solution.   A financial institution can easily eliminate these disclosure requirements by amending its loan policy to prohibit these three types of loans.  Suggested wording follows:
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In 2015, the Department of Defense (DOD) amended the regulation that implements the Military Lending Act. The final rule expands the MLA protections and addresses a wider range of covered loans. Financial institutions must comply with the new rules beginning October 3, 2016. 


	PRIVACY OF CONSUMER FINANCIAL INFORMATION (REG P)
12 CFR §1016
APPLIES TO CONSUMER LOANS ONLY


	Applicability.     Applies if (i) the loan is actually originated, (ii) the borrower is a new customer and (iii) the loan is for personal, family or household purposes.
Initial and Annual Privacy Notices.   At or before closing, the lender must to provide an initial privacy notice that reflects the lender’s privacy policies and practices.  The privacy notice must also be provided annually, as long as the customer relationship continues.
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Alternate Delivery Method.   In October of 2014, the CFPB finalized a rule permitting an "alternate delivery method" for annual privacy notices.  Under the rule, if a financial institution meets certain conditions, the institution may provide the annual notice by continuously posting the notice on its website.


	REAL ESTATE SETTLEMENT PROCEDURES ACT (REG X) 

12 CFR §1024

APPLIES TO CONSUMER LOANS ONLY
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	Applicability.   RESPA applies to any consumer-purpose loan secured by real property upon which there is, or will be, a one-to-four family dwelling or a manufactured home.  

Exempt Loans.  The following loans are exempt from the RESPA requirements:

· Commercial loans;

· Loans secured by 25 acres or more;   This exemption eliminated October 3, 2015.
· Bridge loans; and

· Constructions loans . . . but only if:

· The term is less than two years; and

· The loan is not used to buy the property.                                                        
Application Date - §1024.2(b).  Several RESPA disclosures must be given within three business days after “application.”  Under both RESPA and Truth in Lending,  "application" does not occur until the lender has collected the following information:

· Applicant’s name;

· Applicant’s social security number;

· Property address;

· Monthly income;

· Estimate of property value;

· Loan amount requested; and

· Any other information deemed necessary by the lender.
Continuity of Contact with Delinquent Consumers - §1024.40.   Creditors must provide delinquent consumers with access to personnel who can assist with loss mitigation options:
(  
Assign personnel to delinquent consumers by the time the lender sends the early-intervention notice or by the 45th day of delinquency. 

(    Ensure that consumers can reach the assigned personnel by phone and that such personnel can respond inquiries and help with loss mitigation. 

(  
Ensure that personnel can retrieve a record of the consumer’s payment history and other data provided in connection with loss mitigation. 
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(   Ensure that personnel can provide a timely response to consumers who call and have to leave a message. 
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Note, however, that "small servicers" are exempt from this requirement.  


	RESPA
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	Early Disclosures.  Before the TRID rules became effective, creditors were required to deliver or mail the following RESPA disclosures no later than three business days after application.  As show below, however, most of those disclosures have been removed from RESPA and are now included in the TRID rules under Truth in Lending:  
· Settlement Costs Booklet.     The Settlement Cost booklet is still required, but the requirement was moved from RESPA to Truth in Lending.  The booklet is now called the Home Loan Toolkit.

· Good Faith Estimate.  When the TRID rules became effective October 3, 2015, the Good Faith Estimate was eliminated.  It is now part of the Loan Estimate disclosure.
· Servicing Disclosure Statement.  The Servicing Disclosure Statement is now included in the Loan Estimate. 

·     List of Homeownership Counseling Organizations - §1024.20(a)
The remaining early disclosures is not required if the loan is denied or withdrawn within the three-business-day period.  
Early Intervention with Delinquent Consumers - §1024.39.  A creditor must establish (or make good faith efforts to establish) live contact with a consumer by the 36th day of delinquency and inform the consumer of their loss mitigation options.  In addition, consumers must be provided written information about any available loss mitigation options by the 45th day of delinquency.  Small servicers, however, are exempt from this requirement.

Error Resolution - §1024.35.  If a creditor receives a written notice of error in connection with a RESPA loan, it must: 

(  
Provide a written acknowledgement within 5 days (excluding legal public holidays, Saturdays, and Sundays); and
(  
Correct the error and provide the written notification within 7 days (excluding legal public holidays, Saturdays, and Sundays)  . . . or investigate and provide written notification that no error occurred.  In some cases, the lender may extend the time period by an additional 15 days.
Escrow Account Requirements - §1024.17.  If an escrow account is established in connection with a RESPA loan, the creditor must comply with RESPA’s escrow requirements.  Those requirements include:

·   Limits for escrow accounts using calculations based on monthly payments and disbursements within a calendar year;
·   If the escrow account is required as a condition of the loan, an Initial Escrow Account Statement, which must be provided to the borrower at settlement or within 45 calendar days after settlement; and
·   An Annual Escrow Account Statement, which must be provided to the borrower within thirty days after the completion of the lender’s escrow-account computation year.



	RESPA
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	Force-Place Insurance Requirements - §1024.37.   A creditor cannot charge for force-placed insurance on a RESPA loan unless:

· It has a reasonable basis to believe that a consumer has failed to maintain required hazard insurance; 

(    It has provided two notices to the consumer, without a response evidencing that the consumer has had the required hazard insurance in place; and

· It notifies the consumer, without a response evidencing that the consumer has purchased required insurance, when renewing force-place insurance. 
In addition, the new rule requires the creditor to cancel force-placed insurance within 15 days of receiving evidence that the consumer has the required hazard insurance and to refund any fees for periods of overlapping coverage. 

Under the general rule, if a consumer has an escrow account for payment of hazard insurance, the creditor cannot obtain force-placed insurance unless it is unable to maintain the consumer’s existing hazard insurance coverage.   There is a special rule, however, for small servicers:   A small servicer may purchase force-placed insurance for a consumer with an escrow account if (i) the loan obligation is more than 30 days overdue, and (ii) the cost of force-placed insurance is less than the amount the creditor would need to disburse from the escrow account to pay the insurance premium. 

Note that this rule does not cover force-placed flood insurance.

Homeownership Counseling List - §1024.20(a).  If a loan is subject to RESPA, the lender must to give applicants a written list of homeownership counseling organizations within three business days after receiving the application. The list must show 10 agencies near the applicant’s location, and the lender can either (i) Use the Bureau’s website tool or (ii) Use the HUD data to independently generate a list.  To use Bureau’s website tool, go to http://www.consumerfinance.gov/find-a-housing-counselor/, enter the applicant’s zip code, and print the list.  Vendors of loan-processing systems  have programmed their software to independently generate a list. 

This list is required for HELOCs as well as closed-end loans, and if the application is denied or withdrawn within the three-business-day period, the list is not required.  For determining the three-business-day period, a business day is a day on which the lender’s offices are open to the public for carrying on substantially all business functions.

Information Requests - §1024.36.  A creditor must take the following action when a consumer requests information in connection with a RESPA loan:
(      Provide a written acknowledgement within 5 days (excluding legal public holidays, Saturdays, and Sundays);

( 
Respond within 10 days after receiving a request for relevant contact information (excluding legal public holidays, Saturdays, and Sundays); and

· Respond within 30 days for requests for other types of information  (excluding legal public holidays, Saturdays, and Sundays). 




	RESPA

(continued)
[image: image51.jpg]


[image: image52.jpg]


[image: image53.jpg]



	Loss Mitigation Procedures - §1024.41.   Loss-mitigation rules generally require a creditor to: 

(     Help consumers complete timely loss-mitigation applications.

(     Evaluate loss-mitigation applications within 30 days. 

(  
Inform consumers of whether the lender will offer a loss-mitigation option and, if a loan-modification option is denied, of the reasons for the denial. 

(     Evaluate timely appeals submitted by eligible consumers by independent personnel.

(  
Refrain from beginning or completing the foreclosure process when a consumer is being evaluated for loss-mitigation options. 

Generally, small servicers are generally exempt from the loss mitigation requirements. Note, however, there are two special rules for small servicers:  Small servicers cannot: 

(      Make the first notice or filing required to foreclose unless a consumer’s mortgage loan obligation is more than 120 days delinquent; or 

(      Move for foreclosure judgment or order of sale, or conduct a foreclosure sale, if a consumer is performing pursuant to the terms of a loss mitigation agreement.

Required Policies and Procedures - §1024.38.     Financial institutions must establish policies 

and procedures designed to achieve the following objectives: 
(    Access and provide timely and accurate information;
(    Properly evaluate loss mitigation applications; 

(    Facilitate oversight of, and compliance by, service providers; 

(    Facilitate transfer of information during servicing transfers; and 

(    Inform consumers of error-resolution/information-request procedures. 
Small servicers, however, are exempt from the policies-and-procedures requirement.
Settlement Statement (HUD-1/1A).  Prior to the effective TRID date of October 3, 2015, lenders were required to ensure that the settlement agent provides a HUD-1/1A Settlement Statement is provided at closing.  Effective October 3, 2015, however, the separate RESPA Settlement Statement was eliminated and the information has been integrated into the new Closing Disclosure under Truth in Lending.
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Unearned Fees - §1024.14.  On loans subject to RESPA, financial institutions cannot accept unearned fees.      



	SAFE ACT 

(REG G)
12 CFR §1007
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	Applicability.   The SAFE Act covers residential mortgage loan originators  (MLOs) who are employed by institutions regulated by the federal agencies.  
Background.   Congress passed the Secure and Fair Enforcement for Mortgage Licensing Act 

(SAFE Act) in 2008.  In 2010,  the regulatory agencies published regulations implementing the SAFE Act.  In 2011 the Dodd-Frank Act transferred SAFE Act authority to the CFPB . . . and the CFPB restated the agency regulations in a new  regulation, Regulation G.
Requirements.  The SAFE Act created the online Nationwide Mortgage Licensing System and Registry (NMLSR),  and each MLO is required to  register with the registry, obtain a unique identifier (NMLSR number), maintain the registration by updating information within 30 days of certain changes, and annually renew the registration during the annual renewal period. 
  

	SECURITIES EXCHANGE  
ACT (REG U)
12 CFR §221

APPLIES TO BOTH 
CONSUMER AND COMMERCIAL LOANS

	Limitation on Loan Amount.    If the purpose of a loan is to purchase the secured stock, the lender cannot lend more than 50% of the current market value of the secured stock.

Reporting on FR Form U-1.    If a lender takes a security interest in “margin stock” (stock listed on the exchanges and mutual funds) and the amount of the secured loan exceeds $100,000, the lender must complete Federal Reserve Form U-1 (Statement of Purpose for an Extension of Credit Secured by Margin Stock).  
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SEC Verification.    If a lender takes a security interest in securities and takes custody or control of those securities, it must contact the SEC to make sure those securities are not missing, lost, counterfeit or stolen.  In such a situation, the lender or loan processor should contact the entity from which it buys securities and ask that entity to contact the SEC for information about the securities in question.


	SERVICEMEMBERS

CIVIL RELIEF ACT

(SCRA)

50 USC §501

APPLIES TO BOTH 
CONSUMER AND COMMERCIAL LOANS
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	Applicability.   This act applies to “persons in military service” and that term specifically includes:

· Members of the Army, Air Force, Navy, Marines or Coast Guard on active duty; and
· Members of the National Guard who are called to active duty for more than thirty consecutive days.

Background.  The Servicemembers Civil Relief Act became law on December 19, 2003.  It replaces the Soldiers' and Sailors' Civil Relief Act of 1940.
Requirements.  The SCRA contains numerous requirements and limitations when a borrower is a person in military service. Not all requirements and limitations are listed here, but two of the most common items are as follows:

· If the servicemember entered into a loan before entering active-duty military service, the rate on that loan must be  lowered to 6% for the period of active duty; and          

· If the servicemember is in default on a residential mortgage, there are limits on foreclosure.



	TRUTH IN LENDING 
(REG Z)
12 CFR §1026
APPLIES TO CONSUMER LOANS ONLY

[image: image58.png]o000

00

2000





	( Applicability - §1026.1(c).   The Truth-in-Lending Act applies to all consumer-purpose loans.  The Truth-in-Lending requirements do not apply to business- or agricultural-purpose loans—even if the loan is secured by a consumer’s principal dwelling.  

(Exemption - §1026.3(b).  Non-real estate loans in excess of $54,600 are exempt and not covered by Truth in Lending.  [Originally, the threshold was $25,000, but was increased to $50,000 in 2011.  The threshold is now adjusted annually and the 2015 threshold is $54,600.] 

( Ability to Repay and Qualified Mortgages - §1026.43.   If a loan is a closed-end consumer loan secured by a dwelling, the ability-to-repay/qualified mortgage rules apply. Unlike some other mortgage rules, the ATR/QM rule is not limited to first liens or to loans on primary residences.  Note, however, that the following types of loans are exempt from these ability-to-repay/QM requirements:
· Open-end credit plans (HELOCs)

· Time-share plans

· Reverse mortgages

· Temporary or bridge loans (12  months or less) 
· The construction phase (12 months or less) of a construction-to-perm loan
General Ability-to-Repay Requirements.  The new ATR/QM rule requires a lender to make a reasonable, good-faith determination that the consumer has a reasonable ability to repay the loan.  To make that determination, the lender must consider—at minimum—the following eight factors: 

· Income or assets

· Employment status 

· Monthly mortgage payment 
· Monthly payment on any simultaneous loans secured by the same property

· Monthly payments for property taxes and insurance

· Debts, alimony, and child support obligations

· Monthly debt-to-income (DTI) ratio
· Credit history

The lender must verify the information (using reasonably reliable third-party records) and must also consider the debt-to-income ratio (but there is no specific threshold requirement).

Qualified Mortgages.  Rather than comply with the general ability-to-repay rules (above), financial institutions can choose to write a loan as a “qualified mortgage.”  Qualified mortgages have consumer-friendly features, but also provide certain benefits to the financial institution. There are four types of qualified mortgages:

· General Qualified Mortgage

· Temporary Qualified Mortgage

· Balloon Payment Qualified Mortgage

· Small-Creditor Portfolio Loan Qualified Mortgage

 The usual features of qualified mortgages are:

· No negative amortization, interest-only or balloon payments;

· The debt-to-income ratio cannot exceed 43%;
· Points and fees generally cannot exceed 3% of the total loan amount; and

· Eased underwriting requirements.
If a lender originates a qualified mortgage, there is a legal presumption that it has complied with the ATR rules—a rebuttable presumption for HPMLs and a conclusive presumption for non-HPMLs.



	TRUTH IN LENDING

(continued)

	( Adjustable Rate Mortgages. 

Generally - §1026.19(b).  If the ARM is (i) secured by the borrower’s principal dwelling and (ii) greater than one year, special ARM disclosures are required.  These disclosures must be provided when the application form is given to the applicant.    

Adjustment Notices - § 1026.20.  The disclosure requirements for ARM rate adjustments are: 

(    The initial interest-rate adjustment notice is only required the first time the rate adjusts. It must be provided between 210 days and 240 days before the first payment at the new rate is due. 

(  The ongoing interest-rate adjustment notice must be provided between 60 and 120 days before the first payment at the new rate is due each time an interest rate adjustment results in a payment change. 
( Advertising - §1026.16 & 24.  Truth in Lending contains rules and restrictions for advertising loans.
( Closing Disclosure - §1026.19(f).  The  new Closing Disclosure is one of the new TRID requirements and replaces both the old Truth-in-Lending final disclosures and the RESPA Settlement Statement.  It is only required on closed-end loans secured by real estate and must received no later than three business days before closing.

    If the Closing Disclosure becomes inaccurate before closing, the creditor must provide a corrected Closing Disclosure.  If the inaccuracy involves the APR, the loan product or the addition of a prepayment penalty, the corrected disclosure must be received three business days before closing.  Otherwise, the corrected closing disclosure may be provided at closing

( Credit Card Applications and Solicitations - §1026.5a.   Truth in Lending contains special rules and disclosures for the credit card solicitations and applications. 
( Early Truth-in-Lending Disclosures (ELYTIL).  Effective October 3, 2015, this disclosure was eliminated and the information has been integrated into the new Loan Estimate.
( Final Disclosures.  Prior to October 3, 2015, lenders were required to provide a written Truth-in-Lending disclosure of loan terms before the loan is closed.  This disclosure has been eliminated and replaced with the new Closing Disclosure.

( High-Cost (HOEPA) Mortgages - §1026.31, 32 and 34.
Generally.   If the lender charges high rates or fees on a consumer-purpose loan secured by the consumer’s principal dwelling, the loan is a high-cost mortgage subject to special restrictions and disclosure requirements.  A high-cost mortgage cannot be closed until the third business day after the special disclosures have been received by the consumer.  When determining this waiting period, Saturday is a always a business day, even if the lender is not open on Saturdays.  
New CFPB Rules.  The new rules make significant changes to HOEPA:
·   Now called “high-cost mortgages” (not HOEPA loans);

·   The “triggers” have been revised;

·   Purchase-money loans and HELOCs are now covered;

·   There are new restrictions (not discussed here); and

·   Homeownership counseling is now required.



	TRUTH IN LENDING

(continued)

	 New HOEPA Triggers.  The revised HOEPA triggers are as follows:
· APR exceeds the APOR by more than: 
·   6.5 %  - 1st mortgage (generally) 
·   8.5%  - 1st mortgage <$50,000 & secured by personal property
·   8.5 %  - junior  mortgages
· Points and fees exceed: 
·   5%  of total loan amount (loan ≥$20,000)
·   Lesser of 8% of total loan amount or $1,000  (loan < $20,000)
· Prepayment penalty: 
·   More than 36 months after closing, or 

·   In an amount more than 2% of prepaid amount.

Homeownership Counseling Requirement - §1026.34(a)(5).  If a financial institution makes a high-cost mortgage, it must first obtain written certification that the consumer has received homeownership counseling from a HUD-approved counselor.     The counselor cannot be affiliated with or employed by the lender, and the financial institution cannot steer the consumer to a particular counseling agency. 

( Higher-Priced Mortgage Loans (HPMLS) -  §1026.35. 

Definition - §1026.35(a).  A loan is a higher priced mortgage loan (HPML) if it: (i) is closed-end, (ii) secured by the consumer’s principal dwelling and (iii) has an APR that exceeds the APOR by 1.5 (first mortgage) or 3.5 (second mortgage).  
Special Appraisal Requirements - §1026.35(c)(3).   If the loan is a closed-end, first-or-second-lien HPML secured by the consumer’s principal dwelling, the lender must obtain a written appraisal performed by a certified or licensed appraiser.  Evaluations are not permitted and the lender cannot use an existing appraisal.   Further, the lender must have the appraiser visit the interior of the property.

Additional Appraisal for Flipped Properties - §1026.35(c)(4).  If a covered HPML is being used to purchase a flipped home within 90-180 days after being purchased by the seller, an additional appraisal is required if the consumer’s purchase price is:

·   More than a 10% price increase if seller acquired property in the past 90 days; or  

·   More than a 20% price increase if seller acquired property in the past 91 to 180 days. 
There are several exemptions to the rule requiring additional appraisals for certain flipped properties.  In particular, note that the additional appraisal is not required if the flipped property is located in a rural county. 
Copy-of-Appraisal Notice - §1026.35(c)(5).   If the loan is a closed-end, first-or-second-lien HPML secured by the consumer’s principal dwelling, the lender must provide the applicant with a right-to-receive-copy-of-appraisal notice within three business days after application.  [If a loan is both a HPML and a first lien, the lender can use the ECOA notice wording (contains the word “promptly”) to satisfy the requirements of both rules.]  
Providing Copies of Appraisals - §1026.35(c)(6).   The lender must provide a copy of the appraisal/evaluation at least three business days before closing . . . and timing waivers are not permitted under the HPML rules.  As with the ECOA copy-of-appraisal requirements, the lender cannot charge for the copies, but can charge the applicant a reasonable fee to reimburse for the cost of preparing the valuation.  If the copy is provided by mail or e-mail, the lender must allow three business days for delivery (unless evidence indicates the copy was received on an earlier date).  [If a loan is both a HPML and a first lien, the lender must comply with the earliest deadline. ] 



	TRUTH IN LENDING
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	Loans Exempt from All HPML Appraisal Rules - §1026.35(c)(2).  The following types of loans are exempt from all the special HPML appraisal requirements: 
·   Qualified mortgages

·   Bridge loans of 12 months or less

·   Loans for initial construction of dwelling

·   Loans secured by manufactured homes

·   Streamlined refinancings 
·   Loans of $25,500 or less (threshold for 2015)
Escrow Requirements - §1026.35(b).   If a HPML is secured by a first lien on the consumer’s principal dwelling, the lender must establish an escrow account for property taxes and  lender-required mortgage-related insurance premiums.  That escrow account, however, may be cancelled after five years.  

A lender is exempt from the HPML escrow requirements if it meets each of the following tests:
· During the preceding calendar year (or if the application was received before April 1, during either of the two preceding calendar years) the creditor extended at least one covered transaction secured by a first lien on a property located in a rural or underserved area.

·  In the preceding calendar year, the creditor and its affiliates together extended no more than 2,000 first-lien covered transactions that were sold, assigned, or otherwise transferred to another person (or that were subject to a commitment to be acquired by another person);

· As of the preceding December 31st, the creditor and its affiliates that regularly extended first-lien covered transactions, together, had total assets of less than $2,000,000,000; and

· Neither the creditor nor its affiliate maintains an escrow account for any consumer loan secured by real property or a dwelling that the creditor or its affiliate currently services, other than:

· Escrow accounts established for first-lien HPMLs for which applications were received on or after April 1, 2010, and before May 1, 2016; or

· Escrow accounts established after consummation as an accommodation to distressed consumers to assist such consumers in avoiding default or foreclosure.

Loans Exempt from the HPML Escrow Rules - §1026.35(b)(2).  The following types of loans are exempt from the HPML escrow requirements: 
· Loan secured by shares in a cooperative
· Loan to finance initial construction (dwelling) 

· Temporary or “bridge” loans of 12 months or less

· Reverse mortgages 

· Subordinate liens 

· Open-end credit (such as a HELOC) 

· Insurance premiums not required by lender

· Where there is a master policy 
( Home Equity Lines of Credit - §1026.40.    Truth in Lending contains special rules and disclosures for HELOCs (not covered here). 
( Home Loan Toolkit - §1026(19)(g).   This booklet was formerly required by RESPA and called the Settlement Cost Booklet.  The booklet is still required, but the requirement has been moved to Truth in Lending as part of the new TRID disclosures and is now called the Home Loan Toolkit.  It is only required on closed-end loans secured by real estate and must be delivered, mailed or e-mailed no later than 3 business days after application.  It is not required on a refinancing or on a loan secured by a junior lien.
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	( List of Settlement Providers - §1026.19(e)(1)(vi).  This list is a TRID requirement and only applies to closed-end loans secured by real estate.  It must be provided  when the consumer can shop for a settlement provider and must be delivered, mailed or e-mailed (i) no later than the third business day after application and (ii) no later than seventh business day before closing.  It is not required if the application is denied/withdrawn within three business days.

( Loan Estimate - §1026(19)(e).  The Loan Estimate is one of the new TRID requirements and replaces both the Early Truth-in-Lending Disclosure  and the RESPA Good Faith Estimate.  It is only required on closed-end loans secured by real estate, and must be delivered, mailed or e-mailed (i) no later than the third business day after application and (ii) no later than seventh business day before closing.  It is not required, however, if the application is denied/withdrawn within three business days.
The Loan Estimate can be revised, but only if (i) there are changed circumstances, (ii) the applicant requests a change or (iii) the Loan Estimate expires.  In addition, note that the Loan Estimate cannot be revised unless the change would cause fees to exceed the permitted tolerance.  A revised Loan Estimate must be delivered, mailed or e-mailed no later than three business days after receiving information.  In addition, it must be received by the applicant no later than four business days before closing.
( Loan Originator Requirements - §1026.36.   For closed-end loans, these loan-originator rules apply to any consumer loan secured by a dwelling.  If a loan is a HELOC, however, the rules only apply if the loan is secured by the consumer’s principal dwelling. Generally, the rules contain the following requirements/prohibitions:
· Compensation.  A loan originator cannot receive compensation based on a loan term.  Compensation can, however, be based on a fixed percentage of the loan amount.  In addition, the new rules make it clear that a loan originator can receive compensation in the form of a contribution to (i) A defined contribution plan that is a designated tax-advantaged plan or (ii) a defined benefit plan that is a designated tax-advantaged plan.  

· Record Retention.  For three years after the date of a payment of compensation, the lender must maintain (i) records that evidence the payment and (ii) the compensation agreement.

· Prohibition on Steering.  A loan originator cannot direct or steer a consumer to a loan to receive greater compensation from that loan (unless the loan is in the consumer’s best interest).  A loan does not violate this steering prohibition if the consumer is presented with loan options for each type of loan in which the consumer expressed an interest.

· Qualification Requirements. The lender and any individual loan originator must be properly registered and licensed in accordance with state and federal laws . . . including the SAFE Act.

· Screening.  If a lender hires a loan originator on or after January 10, 2014, the lender must conduct these screening procedures :

· A criminal background check through the NMLSR.  

· A credit report from a consumer reporting agency.

· Information from the NMLSR about any administrative, civil or criminal findings.  

If a loan originator was hired before January 10, 2014, and was screened under laws in effect at the time of hire, there is no requirement that the lender conduct these screening procedures.  

· Training.  Lenders must provide periodic training covering state and federal requirements that apply to the loan originator’s activities.
· Name and NMLSR on Loan Documents.  Whenever a loan document (application, promissory note or security instrument) is provided to a consumer (or presented for signature), it must include:

· The lender’s name and NMLSR ID number; and

· The individual lender’s name and NMLSR ID number (if one has been issued).
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	· Prohibition of Arbitration Clauses.  Loan documents cannot include terms that require arbitration (or any other non-judicial procedure) to resolve controversy or settle claims.

· Prohibition on Financing Credit Insurance.  A lender cannot finance, directly or indirectly, premiums or fees for credit insurance.  This prohibition does not, however, apply to credit insurance for which premiums are calculated and paid in full on a monthly basis.
( Mailbox Rule.  Under the new TRID rules, if a disclosure is mailed or e-mailed, it is considered received by the consumer three business days after mailing or e-mailing (unless there is evidence that the disclosure was actually received at an earlier date).

( Payoff Statements - §1026.36(c).   If an open-or-closed end loan is secured by a dwelling, the lender must provide an accurate payoff statement no later than seven business days after receipt of a written request from the consumer. 

( Periodic Statements for Open-End Credit - §1026.7.  Periodic disclosures are required for all open-end loans.

( Periodic Statements for Mortgage Loans - §1026.41.  Lenders must provide consumers with a statement for each billing cycle showing information on the payment due and the application of past payments. This requirement does not, however, apply to small servicers.

( Private Education Loans - §1026.46-48.   If any part of a loan is for post-secondary educational expenses, special disclosures must be given (i) at application, (ii) at loan approval and (iii) after the borrower accepts the loan.  The borrower must complete a self-certification form before signing and there is a three-day right-of-rescission period.  “Educational expenses” include tuition, fees, books, supplies, miscellaneous personal expenses and room and board.  These special requirements are not applicable if the loan is (i) open-end credit or (ii) secured by real estate.

( Prompt Crediting of Payments - §1026.36(c).  Loan payments must be credited as of the day of receipt.  The rule defines a “periodic payment” as a payment that is large enough to cover principal, interest and escrow (if applicable).  If the payment is less than a “periodic payment,” the lender can place the payment in a suspense account. When the amount in the suspense account is enough to create “periodic payment,” the payment must be promptly credited to the consumer’s account.  NOTE:  A lender can designate a cut-off time, but must provide each affected consumer with a written notice—either when the loan is closed or by a subsequent mailing.  If the lender does not notify consumers of the cutoff time, any payment made during the lender’s normal business hours must be credited as of that date.

( Right of Rescission - §1026.23.   If a loan is secured by a principal dwelling and is for something other than buying or building that principal dwelling, the applicant has the right to rescind the loan within three business days.  For right-of-rescission purposes, "business day" means all calendar days except Sundays and the legal public holidays - §1026.2(a)(6).  Same-lender refinancings are generally not subject to right of rescission, but if new money is advanced, the borrower has the right to rescind the new money portion of the refinancing.  If right of rescission applies, Truth in Lending prohibits the lender from disbursing money until the three-business-day right-of-rescission period has expired and the lender is reasonably satisfied that the consumer has not rescinded the loan.
( Waiting Periods.   Both Truth in Lending and the ECOA contain waiting periods that must expire before a loan is closed.  Those waiting periods are summarized in the chart shown on page 35.

	










COMPLIANCE RULES AND COMMERCIAL LOANS 

RULES THAT MAY APPLY TO COMMERCIAL LOANS ARE SHOWN IN RED
	Appraisal and evaluations 

· Generally

· Special HPML requirements
	Securities Exchange Act - Reg U

	
	Servicemembers Civil Relief Act

	Copy-of-appraisal rules

· ECOA requirements

· HPML requirements
	Service Members and Dependents Rule (Talent Act)

	
	Tenants in Foreclosure

	Bank Secrecy Act - Purpose requirement
	Truth in Lending rules:

· Ability to repay 

· Qualified mortgages

· Adjustable rate mortgage rules

· Advertising rules
· Closing Disclosure
· High-cost mortgage (HOEPA) rules

· Homeownership counseling requirement

· HPML rules

· Special appraisal rules

· Additional appraisal for flipped properties

· Copy-of-appraisal requirements

· Escrow requirements

· Home equity lines of credit (HELOCs)
· Loan Estimate
· Loan originator requirements

· Compensation

· Qualification requirements

· Training

· Name on NMLSP on loan documents

· Prohibition on financing credit insurance

· Payoff statements

· Periodic statements for open-end credit

· Periodic statements for mortgage loans

· Private education loan rules

· Prompt crediting of payments

· Right of rescission

· Waiting periods



	Credit Practices Rule
	

	Customer Identification Program  (CIP)
	

	Environmental Risk Assessment
	

	Equal Credit Opportunity Act rules:

· Adverse action notices

· Intent to apply for joint credit

· Copy -of-appraisal requirements

· Monitoring requirements

· Signature requirements

· Written applications
	

	E-Sign Act
	

	FACTA  - Risk-based pricing disclosures 
	

	Fair Housing Act
	

	Flood Insurance
	

	HMDA
	

	Homeowner's Protection Act
	

	HUD Homeownership counseling notice
	

	Loan-to-value limits 
	

	Privacy
	

	RESPA rules:

· Continuity of contact with delinquent consumers

· Early disclosures

· Early intervention with delinquent consumers

· Error resolution

· Escrow account requirements

· Force-place insurance requirements

· Homeownership counseling list

· Information requests

· Loss mitigation procedures

· Required-provider disclosures

· Settlement statement

· Unearned fee prohibition


	


APPRAISAL AND EVALUATION CHART


	
	LOAN TYPE


	APPRAISAL

REQUIRED
	EVALUATION PERMITTED

IN LIEU OF

APPRAISAL
	NO APPRAISAL

OR

 EVALUATION

REQUIRED



	GENERAL     
RULES
	Loan over $250,000 (but see exceptions below)

	     [image: image3.wmf]
	
	

	
	Loan of $250,000 or less (but see exceptions below)

	
	[image: image4.wmf]
	

	SPECIAL

BUSINESS RULE
	Business loan of $1 million or less –if repayment is not dependent on (i) sale of the real estate or (ii) rental income from real estate (unless exempted below)


	
	[image: image5.wmf]
	

	SPECIAL

REFINANCING

RULE
________

INCLUDES THE ADDITION OF COLLATERAL WITHOUT A NEW LOAN


	Same-lender refinancing/renewal with no new money, even if “material change”—regardless of loan amount 

	
	[image: image6.wmf]

	

	
	Same-lender refinancing/renewal with no material change, even if new money—regardless of loan amount 

	
	[image: image7.wmf]
	

	
	Same-lender refinancing or renewal with both new money and a material change:

  • Loan over $250,000……………………………….

  • Loan of $250,000 or less …………………………

	
…………. ………………


	………
  
	

	SPECIAL
HPML RULE


	Higher-priced mortgage loans that are not exempt from the special HPML appraisal requirements
	     [image: image8.wmf]
	
	

	COMPLETELY

EXEMPT
FROM

APPRAISAL

AND

EVALUATION   REQUIREMENTS


	Lien taken as abundance of caution (if loan supported by (i) borrower’s income or (ii) other collateral)

	
	
	[image: image9.wmf]

	
	Loan not secured by real estate
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	Lien taken only to protect other collateral
	
	
	[image: image11.wmf]

	
	Loans insured/guaranteed by US government agency 


	
	
	[image: image12.wmf]

	
	Loans that qualify for sale to a US government agency


	
	
	[image: image13.wmf]

	
	Loans that have an appraisal conforming to the FNMA or FHLMC appraisal standards


	
	
	[image: image14.wmf]




ADVERSE ACTION REQUIREMENTS
	ACTION

(

	CONSUMERS AND SMALL BUSINESSES

( GROSS REVENUES OF $1,000,000 0R LESS )

	LARGE BUSINESSES

( GROSS REVENUES  IN EXCESS OF $1,000,000 )

	APPROVAL OF APPLICATION


	Notify applicant within 30 days after completed application—requirement is satisfied when the applicant gets the loan.


	Notify applicant within a reasonable time —requirement is satisfied when the applicant gets the loan.

	ADVERSE ACTION
REFUSAL TO GRANT OR INCREASE CREDIT REQUESTED IN A COMPLETED APPLICATION


	Mail or deliver Notice of Action Taken within 30 days after completed application.


	Notify applicant of the adverse action within a reasonable time, either orally or in writing.

If applicant makes a written request for the reasons for the adverse action within 60 days of the notification, mail or deliver a written statement of the reasons.



	COUNTEROFFER


	Mail or deliver notice of counteroffer (part of the Notice of Action Taken form) within 30 days after receiving the completed application . . .  OR

Mail or deliver a combined notice of counteroffer and adverse action (denial of the originally requested loan terms).  If this combined notice is given, a second adverse action notice is not required if the applicant does not accept the counteroffer.


	Notify applicant of the counteroffer within a reasonable time, either orally or in writing . . .  OR 

Mail or deliver a combined notice of counteroffer and adverse action (denial of the originally requested loan terms).  If this combined notice is given, a second adverse action notice is not required if the applicant does not accept the counteroffer.



	APPLICANT FAILS TO ACCEPT COUNTEROFFER

DOES NOT EXPRESSLY ACCEPT COUNTEROFFER OR USE THE CREDIT OFFERED


	Mail or deliver a Notice of Action Taken within 90 days after notifying the applicant of the counteroffer.


	Notify applicant within a reasonable time, either orally or in writing.

If applicant makes a written request for the reasons for the adverse action within 60 days of the notification, mail or deliver a written statement of the reasons.



	INCOMPLETE APPLICATION


	Within 30 days after receiving the incomplete application, do one of the following:

· Deny loan because of incompleteness and mail or deliver Notice of Action Taken  . . .  OR
· Mail or deliver a Notice of Incompleteness (part of the Notice-of-Action-Taken form).  If applicant fails to respond within the designated time, lender has no further obligation.

NOTE:   The lender may inform the applicant orally of the need for additional information, but if the application remains incomplete, the lender must mail or deliver one of the above notices.


	Notify applicant of incomplete application within a reasonable time after receiving the application, by doing one of the following:

· Deny the loan because of incompleteness and notify the applicant of the denial, either orally or in writing.  If applicant makes a written request for the reasons for the denial within 60 days of the notification, provide a written statement of the reason . . .   OR
· Notify the applicant of the incompleteness, either orally or in writing.  If applicant fails to respond within the designated time, lender has no further obligation.



	WITHDRAWAL OF APPROVED APPLICATION

APPLICANT FAILS TO INQUIRE WITHIN 30 DAYS AFTER APPLYING


	The application is treated as withdrawn and lender is not required to comply with notification requirements.


	The application is treated as withdrawn and lender is not required to comply with notification requirements.



	APPLICATION EXPRESSLY WITHDRAWN BY APPLICANT


	Lender need not comply with notification requirements.
	Lender need not comply with notification requirements.



IN THE CASE OF MULTIPLE APPLICANTS, GIVE THE NOTICE TO THE PRIMARY APPLICANT.

RIGHT OF RESCISSION APPLICABILITY

	
	LOAN TYPE


	RESCISSION?


	FORM


	CLOSED-END LOANS


	1
	Loan to buy/build new principal dwelling—secured by new principal dwelling (but not by current principal dwelling)
	NO
	---------

	2
	Loan to buy/build new principal dwelling—secured by current principal dwelling (but not by new principal dwelling)
	YES 
	H-8



	3
	Loan to buy/build new principal dwelling—secured by both current principal dwelling and by new principal dwelling
	YES
	H-8

	4
	Loan for something other than buying/building a principal dwelling—secured by anyone’s principal dwelling 

	YES
	H-8


	REFINANCINGS


	5
	Different-lender refinancing (of loan in 2 – 4)—no new money 
	YES
	H-8

	6
	Different-lender refinancing (of loan in 2 – 4)—with new money 
	YES
	H-8

	7
	Same-lender refinancing (of loan in 2 - 4)—no new money
	NO
	------

	8
	Same-lender refinancing (of loan in 2 – 4)—with new money 
	YES
	H-9


	CONTRACTS FOR DEED


	9
	Loan to pay off contract for deed; secured by principal dwelling
	YES
	H-8


	AG AND BUSINESS LOANS



	10
	Business/ag-purpose loan; regardless of security

	NO
	------


	TRUSTS


	11
	Loan secured by a principal dwelling owned by a trust
	NO
	------

	12
	Loan to a trust; regardless of purpose or security
	NO
	------


	HELOCS – SECURED BY CONSUMER’S DWELLING



	13
	When opening the plan 
	YES
	G-5

	14
	When increasing the credit limit
	YES
	G-7

	15
	When adding security interest
	YES
	G-8

	16
	When increasing collateral
	YES
	G-9

	17
	When refinancing (regardless of new money)

	YES
	G-5

	18
	When used to purchase consumer’s principal dwelling 


	NO
	_____







EXEMPTIONS


BUSINESS-AND-AG-PURPOSE LOANS

TEMPORARY CONSTRUCTION LOANS 

BRIDGE LOANS

RENEWALS (BUT REFINANCINGS ARE NOT EXEMPT)



RESPA AND REFERRAL FEES

Under RESPA’s Section 8, a lender cannot accept a referral fee unless it has earned the fee by actually performing services commensurate with the fee.  In 1995, HUD issued guidelines to determine whether a referral fee will pass Section 8 scrutiny and a list of services to be considered when applying the guidelines.  Under the guidelines, a referral fee will be considered appropriate if the lender (i) takes the application and (ii) performs at least five additional services on the list.
Some examiners have suggested that lenders create and complete a checklist on any RESPA loan for which the lender accepts a referral fee.  Such a checklist will specifically show what work the lender did or a certain loan and indicate whether a referral fee is acceptable on that loan.  A sample checklist is shown below.




TENANTS IN FORECLOSURE
SAMPLE NOTICE

Date:  ________________________________

ATTENTION: THE PROPERTY YOU LIVE IN HAS GONE THROUGH FORECLOSURE AND HAS A NEW OWNER.

The new owner is:








Please contact us immediately to let us know if you are a tenant and give us proof, such as a COPY of your lease or COPIES of rent receipts.  If we do not hear from you within twenty (20) days of the above date, you will not lose any legal rights, but we will take legal action to remove you from the property.

THIS NOTICE DESCRIBES SOME OF YOUR LEGAL RIGHTS.

In most cases, under the Protecting Tenants at Foreclosure Act of 2009 you have the right to continue as a tenant for the remainder of your lease or at least 90-days from the date you are given notice to vacate whichever is longer. In either case, the new owner can only termination your tenancy and evict you if the owner has given you at least 90 days notice to vacate. If, at any time, you violate your lease, the new owner may evict you for that lease violation and you will not be protected by the above law.

You are protected by the above law if:

· The new owner became the owner on or after May 20, 2009; and

· You were a tenant on or before May 20, 2009; and

· You are NOT the child, parent or spouse of the former owner; and

· Your rent is equal to or is not substantially below fair market rent, or you pay less because you have rental assistance such as Section 8.

If the new owner sells the property to a person who wants to move into the property as his or her home, the above law allows that buyer to lawfully end your lease and tell you to vacate the property as long as that owner gives you at least 90 days advance notice before the date you are being asked to leave.

If you have a SECTION 8 voucher you have additional rights.

It doesn’t matter when the foreclosure happened so long as you were a tenant on May 20, 2009. The new owner must abide by your lease and by the Housing Assistance Payments contract that the old owner had with the housing authority.  The new owner has to accept your share of the rent from you and the housing authority’s share from the housing authority.

None of your rights as a tenant under state or local laws that give you greater protection are changed by the Protecting Tenants at Foreclosure Act.

If you want to move, the new owner may offer to pay your moving expenses and any other costs or amounts you and the new owner agree on in exchange for your agreement to leave the premises in less than 90 days or before your lease expires.

We suggest that you speak with a lawyer to fully understand your rights before making any decisions regarding your tenancy.

If you have any questions, please contact ____________________________________ at _________________________.
WAITING PERIODS

	DISCLOSURE
	TIMING 

REQUIREMENT


	BUSINESS DAY DEFINITION



	
	
	EACH DAY
 THE BANK IS OPEN 

TO CARRY ON

SUBSTANTIALLY 

ALL BUSINESS
	ALL DAYS EXCEPT SUNDAYS AND 

FEDERAL HOLIDAYS
_____________
[SATURDAY IS A BUSINESS DAY]


	LOAN ESTIMATE 


	Deliver or mail no later than:

· Third business day after application, and . . . . . . . . . . . . 

· Seventh business day before closing . . . . . . . . . . . . . . . .


	 
 . . . . . . . . . . . . . . .
	 
. . . . .

                 

	REVISED 

LOAN ESTIMATE 


	· Deliver or mail no later than three business days after receiving information

· Must be received no later than the four business days before closing.  [Note mailbox rule]

	

	

	CLOSING DISCLOSURE 


	Must be received no later than three business days before closing.  [Note mailbox rule]

	
	

	CORRECTED 

CLOSING DISCLOSURE 


	If changes affect the APR, loan product or prepayment penalty, the disclosure must be received no later than three business days before closing.  Otherwise, may be provided at closing.  [Note mailbox rule]

	
	

	SPECIAL INFORMATION 

BOOKLET


	Must deliver or mail no later than third business day after application

	
	

	ECOA 

APPRAISAL NOTICE

	Deliver or mail within three business days after application.
	
	

	ECOA 

COPY OF APPRAISAL


	Deliver copy at least three business days before closing.

[Note mailbox rule]
	
	

	HPML 

APPRAISAL NOTICE


	Deliver or mail within three business days after application.
	
	

	HPML 

COPY OF APPRAISAL


	Deliver copy at least three business days before closing.

[Note mailbox rule]


	
	

	THE MAILBOX RULE

If a disclosure is MAILED OR E-MAILED,
 it is "RECEIVED" three business days after mailing or e-mailing 
(unless there is evidence that the disclosure was actually received earlier).

	
	





Ability to repay and qualified mortgages (see Truth in Lending) 
Adjustable rate mortgages

         CFPB rate-adjustment notices (see Truth in Lending)

         Initial disclosures (see Truth in Lending)
Adverse Action (see Equal Credit Opportunity Act)

Advertising

Fair housing logo (see Fair Housing Act)

Truth in Lending (see Truth in Lending)

Applications

     RESPA definition (see Real Estate Settlement Procedures Act)     

     Written (see Equal Credit Opportunity Act)

Appraisals and evaluations 

      Applicability chart
28
      Copy-of-appraisal rules

ECOA (see Equal Credit Opportunity Act)

HPML (see Truth in Lending; higher-priced mortgage loans)

      HPML requirements (see Truth in Lending; higher-priced mortgage loans)
      Summary of requirements
4
Bank Secrecy Act
5

Business-day definition  (see waiting periods)
Business loans

     RESPA exemption (see Real Estate Settlement Procedures Act)

     Right of rescission (see right-of-rescission; applicability chart)

     Truth-in-Lending exemption (see Truth in Lending)

CIP (see Bank Secrecy Act)

Closing disclosure (see Truth in Lending)

Compensation rules (see Truth in Lending; loan originator requirements)

Continuity of contact (see Real Estate Settlement Procedures Act)

Contracts for deed, right of rescission applicability (see right-of-rescission, applicability chart)

Cosigner notice (see Credit Practices Rule)

Credit card applications and solicitations (see Truth in Lending)

Credit Practices Rule (Reg AA)
5

Credit-score disclosures (see Fair Credit Reporting Act)   

Crediting loan payments (see Truth in Lending; prompt crediting of payments) 

Customer identification program (see Bank Secrecy Act)
Delinquent Consumers

    Continuity of contact (see Real Estate Settlement Procedures Act)

    Early intervention (see Real Estate Settlement Procedures Act)

Disclosures

Credit score (see FACTA Credit-Score Disclosures and Risk-Based Pricing Disclosures)

Electronic (see electronic disclosures)
Integrated (see Integrated Disclosures)
Discrimination, prohibited (see Equal Credit Opportunity Act)

ECOA appraisal rules (see Equal Credit Opportunity Act)

Education loans, private (see Truth in Lending; private education loans)
Early intervention (see Real Estate Settlement Procedures Act)

Electronic disclosures (see E-Sign act)

Early intervention (see Real Estate Settlement Procedures Act)

Environmental risk
6

Equal Credit Opportunity Act (Reg B)

     Adverse action requirements (chart)
29
     Summaries
7
Error resolution (see Real Estate Settlement Procedures Act)

Escrow accounts

       Flood insurance premiums (see Flood Disaster Protection Act)

HPML requirements (see Truth in Lending; higher-priced mortgage loans)
RESPA rules (see Real Estate Settlement Procedures Act; escrow account requirements)
E-Sign Act
8

Evaluations (see Appraisals and Evaluations)

FACTA credit score disclosures (see Fair Credit Reporting Act)

Fair Credit Reporting Act 
9

Fair Housing Act
9

Fair Housing logo (see Fair Housing Act)

Fair Housing poster (see Fair Housing Act)
Federal Insurance Disclosures
9

Flood Disaster Protection Act 
10

Flood insurance (see Flood Disaster Protection Act)
Force-place insurance (see Real Estate Settlement Procedures Act)

HELOCS (see Home equity lines of credit)

Helping Families Save Their Homes Act

     Sample notice
33

     Summary
11

High-cost mortgages (see Truth in Lending)

Higher-priced mortgage loans (HPMLs) (see Truth in Lending)
HOEPA loans (see Truth in Lending; high-cost mortgages)
Home equity lines of credit; right of rescission (see right of rescission; applicability chart)     

Home Mortgage Disclosure Act (HMDA) (Reg C) 
11

Homeowners Protection Act
12
Homeownership Counseling 

       Homeownership counseling notice (see HUD Homeownership Counseling Notice)
       High-cost mortgages (see Truth in Lending; high-cost mortgages)

       RESPA-required list (see RESPA; homeownership counseling list)

HUD Homeownership Counseling Notice 
12

Insurance disclosures (see Federal Insurance Disclosures)

Information requests (see RESPA)

Integrated disclosures (see Truth in Lending)

Joint credit, intent to apply (see ECOA; intent to apply for joint credit)

LTV limits (see loan-to-value limits)

Lender compensation (see Truth in Lending; loan originator requirements)

Loan application register (LAR) (see Home Mortgage Disclosure Act)

Loan estimate (see Truth in Lending)

Loan originator requirements (see Truth in Lending)

Loan-to-value limits
13
Loan purpose (see Bank Secrecy Act)

Logo for fair housing (see Fair Housing Act)

Loss mitigation (see RESPA)

Manufactured homes, flood insurance (see Flood Disaster Protection Act)         
Military Lending Act
14

Payday loans (see Military Lending Act)

Payoff statements (see Truth in Lending)

Payments, crediting (see Truth in Lending; prompt crediting of payments)
Periodic statements for mortgage loans (see Truth in Lending)

Policy wording to avoid the Military Lending Act (see Military Lending Act)

Poster for fair housing (see Fair Housing Act)

Privacy of Consumer Financial Information (Reg P)
15
Private education loans (see Truth in Lending)

Private mortgage insurance (see Homeowner's Protection Act)
Prompt crediting of payments (see Truth in Lending)
Purchase-money security interests (see Credit Practices Rule)

Purpose-of-loan requirement (see Bank Secrecy Act)
Qualification of loan originators (see Truth in Lending; loan originator requirements)

Qualified mortgages (see Truth in Lending; ability to repay and qualified mortgages)

Real Estate Settlement Procedures Act (RESPA)
             Cheat sheet
31
       Referral-fee checklist
32
       Summaries
15
Record retention for loan originator compensation (see Truth in Lending; loan originator requirements)

Referral-fee checklist 
32
RESPA (see Real Estate Settlement Procedures Act)

Right-of-rescission 

      Applicability chart
34
      Summary (see Truth in Lending)

Risk-based-pricing disclosures (see Fair Credit Reporting Act)

Screening of loan originators (see Truth in Lending;  loan originator requirements)

Securities Exchange Act (Reg U) 
19
Section 32 loans (see Truth in Lending, high-cost mortgages)

Security interests

     Margin stock (see Securities Exchange Act)

     Purchase money  (see Credit Practices Rule)

Service members and dependents rule (see Military Lending Act)
Servicemembers Civil Relief Act (SCRA)
19
Signature requirements (see Equal Credit Opportunity Act)

Soldiers and Sailors Act (see Servicemembers Civil Relief Act)

Steering; prohibition (see Truth in Lending; loan originator requirements)

Talent Act (see Military Lending Act)

Tax-refund anticipation loans (see Military Lending Act)

Tenants-in-foreclosure notice 
33
Training for loan originators (see Truth in Lending; loan originator requirements)

TRID (see Truth in Lending)
Truth in Lending (Reg Z)
20
U-1 form (see Securities Exchange Act)

Unearned fees (see Real Estate Settlement Procedures Act)

Vehicle title loans (see Military Lending Act)

Waiting periods – chart
34
Written applications (see Equal Credit Opportunity Act)
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For a helpful chart on the appraisal/evaluation 


requirements, see page 28.











Technically, this rule has been repealed as part of the Dodd-Frank Act.  But on August 22, 2014, the regulatory agencies issued interagency guidance stating that, even though the rule has been repealed, the agencies have supervisory and enforcement authority regarding unfair or deceptive acts or practices which could include the practices addressed in the former Credit Practices Rule.





For more detail on


 adverse action, see page 29.








A sample notice 


is printed on page 33.








REGULATION C 


HAS BEEN AMENDED


_______________





  CHANGES ARE COMING!








SAMPLE POLICY WORDING





Prohibited Loans





The following three types of loans, if permitted, would be subject to the 2007 Limitations on Terms of Consumer Credit Extended to Service Members and Dependents rule.  Because this creditor does not have procedures and disclosures in place to comply with that rule, it will not make these types of loans:





Payday Loans.  These loans are characterized by the following:  (i) A term of 91 days or less, (ii) an amount financed of $2,000.00 or less and (iii) the borrower provides a check (or EFT authorization) for payment.





Vehicle Title Loans.  These are loans (i) have a term of 181 days or less, (ii) are secured by a motor vehicle and (iii) are not used to buy that motor vehicle.





Tax Refund Anticipation Loans.  These are loans that are expressly secured by (or to be paid by) the borrower’s income tax refund.














DOES NOT APPLY TO SMALL SERVICERS





A sample “Cheat Sheet” on RESPA applicability appears on page 31.








Definition of "Small Servicer"





A bank is a small servicer if—together with any affiliates—it services 5,000 or fewer mortgage loans.  And note that a bank can only be a small servicer if it is the “creditor” or assignee of every loan it services.  If the bank services even one mortgage loan for which it is not the “creditor” or assignee, the bank is not a small servicer. 








DOES NOT APPLY TO SMALL SERVICERS





  SPECIAL


 RULE FOR 


  SMALL SERVICERS





DOES NOT APPLY TO SMALL SERVICERS





  SPECIAL


 RULE FOR 


  SMALL SERVICERS





DOES NOT APPLY TO SMALL SERVICERS





For a referral-fee checklist, see page 32.





Reg Z §1026.19(f)(2)  











“STREAMLINED REFINANCING”





Same creditor 


No negative amortization


No interest-only payments


No balloon payments


No new money











COVERED TRANSACTION





A "covered transaction"


 is a consumer loan


secured by a dwelling.





Reg Z §1026.19(g)











Reg Z §1026.19(e)(1)(vi)  











Reg Z §1026.19(e)(3)-(4)











DOES NOT APPLY TO SMALL SERVICERS





For more detail on


 waiting periods, see page 35.








For a helpful chart, 


see page 30.








A “material change” occurs when there is an obvious and material change in the market conditions or in the physical aspects of the property that threatens the adequacy of the bank’s collateral protection.














RESPA WILL BE APPLICABLE 


ON ANY CONSUMER-PURPOSE LOAN THAT IS








SECURED BY REAL ESTATE





ON WHICH THERE IS (OR WILL BE)








ONE-TO-FOUR FAMILY STRUCTURE


 OR


 MANUFACTURED HOME






































NOTE





THERE IS NO LONGER AN EXEMPTION FOR LOANS SECURED BY 


25 ACRES OR MORE.








SPECIAL RULES FOR TEMPORARY CONSTRUCTION LOANS





      A TEMPORARY CONSTRUCTION LOAN WILL BE SUBJECT TO RESPA IF: 





THE LOAN HAS A TERM OF TWO YEARS OR MORE ; OR 


PART OF THE LOAN PROCEEDS WILL BE USED TO BUY THE PROPERTY.














TO QUALIFY FOR A REFERRAL FEE,


A LENDER MUST 


TAKE THE APPLICATION  


AND PERFORM AT LEAST


 FIVE ADDITIONAL SERVICES.








REFERRAL FEE CHECKLIST – RESPA LOANS ONLY











LOAN IDENTIFICATION____________________________________________________________________________








SERVICES PERFORMED [INCLUDE DATE—OR RANGE OF DATES—OF SERVICES]:








__________   Took information from the borrower and filled out the application





__________   Analyzed income and debt; prequalified borrower to determine the maximum loan amount





__________ 	Educated borrower in the home buying and financing process; advised borrower about the different types of loan products available; demonstrated how closing costs and monthly payments would vary 





__________  Collected financial information (tax returns, bank statements) and other application-related documents 


 


__________   Initiated/ordered verifications of employment and verifications of deposits





__________   Initiated/ordered requests for mortgage (and other) verifications





__________   Initiated/ordered appraisal or evaluation





__________   Initiated/ordered inspections and engineering reports as necessary





__________   Provided required disclosures to borrower





__________   Assisted borrower in understanding and clearing credit problems





__________ 	Maintained regular contact with the borrower, realtors, lender, between application and closing to apprise them of the status of the application and to gather any additional information as needed





__________   Ordered legal documents





__________   Determined whether the property was located in a flood zone or ordered such service 





__________   Participated in the loan closing








NOTES OR EXPLANATIONS:


�






SHOW LENDER  NAME, ADDRESS, PHONE NUMBER AND E-MAIL ADDRESS HERE.





USE EITHER DEFINITON





USE EITHER DEFINITON
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