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As we step into 2015, mortgage 
lenders, brokers, depositories, and 
vendors are at various stages of un-

derstanding and preparing for the TILA-
RESPA Integrated Disclosure (TRID) rule 
(Rule). In an informal survey of various au-
diences over the last few weeks, it seems 
that roughly 60% are beyond the initial dis-
covery phase and are actively discussing 
implementation issues. The percentage 
is lower than it should be because of the 
many small companies that lack resources 
and choose to wait for guidance from their 
origination software provider, investors, or 
wholesalers. A few of the big players have 
published their plans, but this is only a plan 
on paper. 

During training and consulting, one of 
the most interesting aspects of TRID dis-
cussions is listening to who cares about 
what. Compliance officers are still reading, 
researching, and trying to identify what 
can go wrong and where. On the other 
end of the spectrum are the originators, 
who think it’s just a new form and are more 
concerned about how the three-day wait-
ing period prior to closing is going to im-
pact rate locks and realtor relationships. 

It’s not easy to see into the weeds of this 
regulation by attending a few webinars. It 
takes hundreds of man-hours to finally get 
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to a point where you have enough confi-
dence in the rule that you can walk through 
actual day-to-day scenarios and see how it 
all plays out. The hardest reality is what I 
call 'managing sometimes.' The regula-
tion has many nuances that require careful 
procedures to pick up on exceptions and 
don’t allow for creating a process that al-
ways occurs one way.

Think of the Rule as three parts: the 
Rule itself, the Loan Estimate (LE), and the 
Closing Disclosure (CD).

The Rule has flipped changes in cir-
cumstances upside down, and a process 
that re-discloses with every change actu-
ally becomes a problem. The wording in 
the rule appears to use similar terminology 
such as zero tolerance, 10% tolerance, and 
no tolerance. These familiar terms cause 
people to speed-read through this sec-
tion (because we’ve become excellent at 
skimming after thousands of pages of the 
Dodd- Frank Wall Street Reform and Con-
sumer Protection Act of 2010 (Dodd-Frank) 
and its painful subparts). In reality, the new 
method for handling change is very differ-
ent. We need to forget everything we’ve 
memorized over the last four years. Start 
with the mantra: 'RESPA 2010 doesn’t ap-
ply, follow TILA 2015.' Repeat this any time 
you start getting confused.

It’s not easy 
to see into the 
weeds of this 
regulation by 
attending a few 
webinars. It 
takes hundreds 
of man-hours to 
finally get to a 
point where you 
have enough 
confidence in 
the rule that you 
can walk through 
actual day-to-day 
scenarios and see 
how it all plays 
out.
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The current, soon to be old, RESPA 2010 put fees 
into a very specific category. As a result, RESPA 2010 
allows creditors to reissue the form within three busi-
ness days of an allowable change, within the limit of 
the tolerance category and its rules. In TILA 2015, a 
fee is categorized based on three things:

1. If the borrower was allowed to shop for the ser-
vice, and

2. If the borrower was given a written list of provid-
ers for the service(s), and/or

3. If the fee was paid to an affiliate.

The fee can change categories if any of the above 
items change. Not so different from today, you say? 
Think again. If the borrower is not allowed to shop 
for a service, the fee is in a zero-percent tolerance 
category. Therefore, the appraisal fee ends up in the 
zero-percent tolerance category because the bor-
rower is not permitted to shop. In RESPA 2010, the 
appraisal fee is in the 10% category. This change 
means that when the appraisal fee comes in higher, 
due to an allowable change in circumstance, a new 
Loan Estimate will always need to be issued within 
three business days. The creditor doesn’t have a 10% 
cushion. This procedural change will apply to credit 
reports, flood certifications, lender’s title insurance, 
and other fees where the borrower may not shop for 
the service. So, it appears to be in the same you-
cannot-shop category, but the tolerance is different.

What if the borrower was allowed to shop for a 
service such as the survey? The creditor would need 
to provide a list of at least one surveyor, and then, 
if the borrower did select the name on the list, the 
10% category would apply. This is also different from 
RESPA 2010 where the fee was in the zero-tolerance 
category if the borrower picked one from the list.

In TILA 2015, however, the creditor does not reis-
sue the Loan Estimate unless the cumulative change 
exceeds 10%. If the survey fee increases by only 5%, 
the creditor needs to monitor for the next change in 
circumstance that applies to services where the bor-
rower can shop. It may take two or more changes 

before a cumulative 10% change occurs where re-
disclosure is required. If the creditor discloses the 
5% change, that version of the Loan Estimate can-
not be used to compare to the Closing Disclosure 
for accuracy. This is one of the major shifts in process 
because creditors have been reissuing a good faith 
estimate (GFE) with every change and using the last 
GFE as the one for comparison to the HUD-1 settle-
ment statement.

 

Remember, the borrower must be given a written 
list of providers when a fee appears in Section C of 
the Loan Estimate. It is a violation of the regulation if 
the borrower does not receive a written list. You can’t 
get back in compliance once you are out. Therefore, 
if something breaks down in the process and the bor-
rower doesn’t receive a written list, the fee moves to 
the zero-tolerance category. The borrower’s right to 
shop or not shop alters the tolerance applied. Credi-
tors should use the written list format provided by 
the CFPB:

 
The good news on the LE is that the same group 

of fees in RESPA 2010 with no tolerance requirement 
is the same group in TILA 2015.

B. Services You Cannot Shop For $672

Appraisal Fee $405
Credit Report Fee 30
Flood Determination Fee 20
Flood Monitoring Fee 32
Tax Monitoring Fee 75
Tax Status Research Fee 110

C. Services You Can Shop For $3,198

Pest Inspection Fee $405
Survey Fee 65
Title - Insurance Binder 700
Title - Lender's Title Policy 535
Title - Settlement Agent Fee 502
Title - Title Search 1,261
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Another critical component in the timing of reis-
suing the LE occurs when there is a change in circum-
stance just prior to closing. The borrower must ac-
knowledge receipt of the correct Loan Estimate prior 
to issuing the Closing Disclosure. Because the Rule 
does not accommodate a process to always and au-
tomatically re-disclose, the pre-closing compliance 
review process will need to be early and won’t be 
able to work behind the same assembly line as today 
where re-disclosure probably already occurred. The 
need to have the borrower acknowledge receipt of 
the LE could cost 24 hours in some cases.

On the surface, the initial disclosure of the Loan 
Estimate (LE) appears to be one of the most straight-
forward components of the regulation. However, the 
nuances in the phrasing of requirements force impor-
tant changes that start at the point of first communi-
cation with the borrower. 

The initial discussion with every prospective bor-
rower must change equally for all loan originators 
in two areas. First, gone is a day when residential 
lending had one set of rules and forms for closed-
end transactions. The Loan Estimate will be used 
for closed-end real estate transactions primarily for 
personal or household use. Therefore, from the very 
beginning, the loan originator must determine if the 
transaction will be for an investment property. Often 
times it is the red flags during processing that un-
cover an investment property status. So, we didn’t 
eliminate the current form or the RESPA 2010 rules. 
The GFE is still in play for investment properties, HE-
LOCs, and reverse mortgages.

Second on the list for delivery of closing cost es-
timates is the tight box created for pre-disclosures. 
The regulation requires that all pre-disclosure of clos-
ing costs, such as cases when the borrower has not 
selected a property, must include the following:

Your actual rate, payment, and costs could 
be higher. Get an official Loan Estimate before 
choosing a loan.

Start deleting the various versions of closing cost 
worksheets the originators have made with their way 
of selling costs! There should be no such thing as 
scratching closing costs on a yellow legal pad. Your 
loan operating system (LOS) provider has a version—
start being consistent now. The origination systems 
will certainly have one with this text, in the right regu-
lation-required font size, when the time comes. (Yes, 
font size matters!)

A few more hot buttons on the LE include dis-
closing the transfer tax and other costs. 

 

The CFPB gave these examples to illustrate when 
the transfer tax should be shown on the Loan Esti-
mate:

• If state law indicates a lien can attach to the 
consumer's acquired property if the charge is not 
paid, the amount should be included on the Loan 
Estimate.

• If state or local law is unclear or does not spe-
cifically attribute the amount to the borrower or the 
seller, common practice in the area will apply. The 
transfer tax should not be shown if typically paid by 
the seller.

This is a change from today where, essentially, 
common practice is applied. Creditors will be forced 
to understand state law regarding transfer tax and 
disclose the fee, even if typically paid by the seller. 
Check with your LOS provider to see how much as-
sistance they will offer in this area.  

Section H, ‘Other,’ includes items not required by 
the creditor or broker but that the borrower is likely 
to pay and of which the creditor or broker are aware 
at the time of preparing the Loan Estimate.

This includes, but is not limited to:

• an owner's title insurance policy (disclosed as 
"Title—Owner's Title Insurance (optional));

• credit life insurance (include "optional");
• warranties (include "optional");
• real estate commissions;

F. Prepaids $867

Homewoner's Insurance Premium (6 months) $605
Mortgage Insurance Premium (     Months) 
Prepaid Interest ($17.44 per day for 15 days @ 3.875%) $262
Property Taxes (    months)

G. Initial Escrow Payment at Closing $413

Homeowner's Insurance $100.83 per month for 2 mo. $202
Mortgage Insurance per month for   mo. 
Property Taxes                 $105.30 per month for 2 mo. $211

H. Other $$1,067

Title - Owner's Title Policy (optional) $1,017

E. Taxes and Other Government Fees $85

Recording Fees and Other Taxes $85
Transfer Taxes

Other Costs
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• homeowner’s association-related ownership 
transfer charges;

• the purchase of personal property from the 
seller; and

• a maximum of five other items.

Page three of the LE will take originators some 
time to explain because it includes the TILA financ-
ing cost information as well as other disclosures. The 
initial TILA disclosure is no longer a separate form 
that someone can pass over by saying, ‘call me if you 
have any questions.’ All originators should be taking 
the time to learn how to adequately explain the de-
tails, because telling the customer about the 69% To-
tal Interest Percentage (TIP) they will be paying may 
take some finesse. 

Believe it or not, you will not re-issue the LE when 
the annual percentage rate (APR) increases, even if 
the APR increases by more than the allowable TILA 
tolerance! The borrower will receive the Closing Dis-
closure three business days ahead of closing to fulfill 
all APR and finance charge advance disclosure re-
quirements.

There are many features about the Closing Dis-
closure that will serve customers better. The pages 
and sections will mirror the LE in a more meaningful 
way.  

Page two will have actual columns for fees paid 
outside of closing, instead of squeezing them off to 
the side. 

 

Creditors will find the need to have a separate 
itemization of the origination charges shown on line 
A 01, just as they do today.

The rules for disclosure of fees on the LE are the 
same as for the CD, including transfer tax and other 
costs. A noticeable change is in the disclosure of the 
credit when owner’s and lender’s title policies are 
issued simultaneously. The lender's title insurance 
premium may not be shown with any credit for si-
multaneous purchase of an owner's policy; the full 
premium must be shown. Instead, the calculation of 
the owner's policy premium will factor the credit.

There are two variations of the “Calculating Cash 
To Close” section of Page three depending upon the 
type of transaction, but each compares the charges 
shown on the comparison (not necessarily the last) 
Loan Estimate with the actual charges on the Closing 
Disclosure.

 

A note must be made in the third column of 
the table if the amounts have changed (unless the 
change is due to rounding). Again, font size and 
boldface type matter. The note must be shown more 
prominently.

Creditors will notice that the comparison of cash 
to close is made in total and is not broken down 
into the different tolerance levels. To ensure settle-
ment charges do not exceed the different limits for 
increases to settlement charges, creditors will need 
to make these calculations on a separate form and 
retain them for their records. The Rule did not pro-
vide a specific format for making these calculations.

The most infamous of all Closing Disclosure 
changes is the fact that the borrower must acknowl-
edge receipt three business days in advance of  
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consummation. Today, the HUD-1 review requires 
checking one page to confirm the actual fees in com-
parison to the last GFE. Under TILA 2015, the new 
Closing Disclosure review process by the creditor will 
need to cover all five pages (more if it’s an adjust-
able rate mortgage (ARM)), plus final TIL disclosure 
amounts. This requirement is not simply expanding 
the process to have a clear-to-close status from un-
derwriting three days in advance of settlement. It 
requires elevating the skillset in the closing depart-
ment and adding the time needed to have a formal 
agreement with the settlement agent on the final CD 
and receiving the borrower’s acknowledgement.

 

If a change or correction is needed after the 
borrower has already received the Closing Dis-
closure, the borrower has the right to inspect the 
revised disclosure one business day prior to con-
summation; however, a full three-day waiting pe-
riod will start all over if the CD had an APR out 
of tolerance, the product changes, or a prepay-
ment penalty is added. The industry has somewhat 
adapted to the three-day waiting period when the 
APR tolerance is exceeded, so, this rule seems like 
a similar mess to the one we already have. On the 
other hand, making sure that any change to the 
CD is inspected by the borrower at least one day in 
advance of consummation is a significant change 
for many companies. In other words, all five pages 
must be perfect, and all costs associated with the 
transaction should be finalized four days ahead of 
consummation.

Loan originators will need to provide clear in-
formation to the borrower about the need to pro-
vide information timely and encourage borrowers 
to take advantage of electronic disclosure delivery. 
Borrowers who need or want a paper process will 
lose valuable time during the rate lock period. 

There are many fair lending issues at stake 
here if borrowers are not given proper prepara-

tion and resources to close the loan efficiently. It 
won’t be the borrower’s fault if the company can’t 
get the accuracy and timing of the LE and CD dis-
closures right in any delivery environment. In all 
the planning and preparation, I believe the most 
important component of TILA 2015 implementa-
tion will be the change in our relationship with 
the borrower. Communication from the first point 
of contact through closing will need a new script 
for every scenario and for every customer-facing 
position. The more time companies spend refining 
these scripts in advance, the better prepared the 
customer will be when things don’t go as planned. 
After 32 years in mortgage banking, some things 
never change.

Alice Alvey leads consulting engagements and cre-
ates customized mortgage training programs. She is 
the author of Indecomm’s FHA Practical Guide, VA 
Practical Guide, and Renovation Lending Guide. Alice 
can be reached at alice.alvey@indecomm.net.
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