POLICY & PROCEDURES MANUAL CHECKLIST AND UPDATES
MORTGAGE LOANS

1.   An application can be for many things and have different requirements.

Application for a loan – requires federal disclosures


Must contain

(1) borrower‘s name, 

2) borrower‘s monthly income; 

(3) borrower‘s social security number to obtain a credit report; 

(4) property address; **

(5) estimate of value of the property; 

(6) loan amount and 

(7) any other information deemed necessary by the loan originator.
** required in order to issue a TIL

Application for preapproval


1 thru 3 and 6 all verified


No disclosures required


Can not have a property selected or contracted for

ECOA applies

Application to see if they qualify


Stated name and income and amount of loan requested


No disclosures


Can not be for refinances – can not have a property

ECOA applies

2.   Lock-in rate requirements and procedures


How long is lock term per bank’s rules


What situations can cause the lock to change


Do you have a lock-in form that spells it out for the borrower


Relock rules – charge an extension fee?

3.  FACTA


Updated to included risk-based pricing rules that go into effect 1/1/2011

4.  Safe Act


Should have been added by Oct 1 to be updated when regulators issue 


their rules and open registration.  Approved by Board no later than Jan 1.
5.  Flood Insurance


Required only if the structure is in the flood plain


If you are doing a 1st and a 2nd lien on a home, both loans must have the 


Notification but you need only one flood search


If a structure is on the land, flood insurance is required even if the appraisal


gives no value to the structure

6.  Loan Officer responsibility


Loan officers should be responsible for the correctness of the GFE and this
should be in your manual as well as in their hiring contract.  Training is essential.
LITTLE THINGS TO REMEMBER

GFE/HUD-1
Date of the GFE is the date issued – not the date of application

Revision date must appear along with  the original date on amended GFE

Counting starts with the day it is mailed or given to the borrower.  Day one is the next day (count Saturdays if you are open for that type of business)
Must deliver/mail  amended GFE if you 
change programs (ARM to Fixed or vice versa)

lock-in the rate

changed circumstances

If you mail GFE, must allow three days for delivery before you can close


Changed circumstances.  There is a form included in the handouts that may be used to confirm the borrower is notified and what is the changed circumstances.  Keep in your file
Escrow waiver fees go in 801  or 802 of the HUD-1 , box 1 or 2 on the GFE.  If they are assessed after the GFE is given, amended GFE must be given for the changed circumstance

Escrows for a Section 35 loan (HPML) can not be waived.  They are mandatory for at least 1 year and then can be waived at the request of the borrower.
Have a worksheet for fees for prequalifying and preapproval applications.  Never give a GFE unless you have a full application WITH a property address.  They are binding.

Remember:  if the borrower doesno’t use a fee or a service that is charged on the GFE, it can not appear on the HUD-1.

TOLERANCES:  If there is a 10% tolerance to be cured and a FNMA of TX Home Equity 3% fee that needs to be cured, cure the 10% first.  That reduces the fees the borrower is paying and then calculate the FNMA or 3% fee on the new figures.

TIL

Don’t forget additional collateral must be shown

REO must show total sales price

Rescission

H-8 is a general rescission – lender did not originate the loan being refinance

H-9 – rescinds only new money.  Lender must have originated the loan being refinanced – despite having sold it

Don’t forget, a borrower rescinding is made whole – all fees refunded even those paid to third parties

A-6 loans 12 days

12 days from last of receipt of application or giving of the 12 day notice.

Day one-day after you give it or mail it to the borrower and close on day 12

Day one – day you date it, wait and close on the 13th day

When you give or mail disclosures that have a specific number of days before an action can take place, never count the day it is issued.

12 months must elapse before it can be refinanced…between closing dates and not funding dates

60 days is the longest before a first payment from closing date – not funding date

New Billing Notice for HELOC’s – we include it with our note – 
ECOA and HVCC both have requirements for appraisal notices.  If the loan is cancelled or withdrawn and doesn’t close, the HVCC disclosures are not required.  Therefore, unless you give the borrower ALWAYS a copy of the appraisal, the ECOA notice should be given at application.  Then you are covered.

WHAT’S NEW ON THE HORIZON
Dodd-Frank

Anything you know about mortgage lending is about to change

By July 21, 2011 the new Consumer Financial Protection Bureau will assume authority over Reg Z, RESPA, and will have begun restructuring  of the forms and attempting to make it all inclusive into one.

l The Consumer Financial Protection Bureau

Independent Head: Led by an independent director appointed by the President and

confirmed by the Senate.

l Independent Budget: Dedicated budget paid by the Federal Reserve system.

l Independent Rule Writing: Able to autonomously write rules for consumer protections

governing all financial institutions – banks and non-banks – offering consumer financial

services or products.

l Examination and Enforcement: Authority to examine and enforce regulations for banks

and credit unions with assets of over $10 billion and all mortgage-related businesses

(lenders, servicers, mortgage brokers, and foreclosure scam operators), payday lenders,

and student lenders as well as other non-bank financial companies that are large, such as

debt collectors and consumer reporting agencies. Banks and Credit Unions with assets of

$10 billion or less will be examined for consumer complaints by the appropriate regulator.

l Consumer Protections: Consolidates and strengthens consumer protection

responsibilities currently handled by the Office of the Comptroller of the Currency, Office of

Thrift Supervision, Federal Deposit Insurance Corporation, Federal Reserve, National

Credit Union Administration, the Department of Housing and Urban Development, and

Federal Trade Commission. Will also oversee the enforcement of federal laws intended to

ensure the fair, equitable and nondiscriminatory access to credit for individuals and

communities.

l Able to Act Fast: With this Bureau on the lookout for bad deals and schemes, consumers

won’t have to wait for Congress to pass a law to be protected from bad business practices.

l Educates: Creates a new Office of Financial Literacy.

• Consumer Hotline: Creates a national consumer complaint hotline so consumers will

have, for the first time, a single toll-free number to report problems with financial products

and services.

l Accountability: Makes one office accountable for consumer protections. With many

agencies sharing responsibility, it’s hard to know who is responsible for what, and easy for

emerging problems that haven’t historically fallen under anyone’s purview, to fall through

the cracks.

l Works with Bank Regulators: Coordinates with other regulators when examining banks

to prevent undue regulatory burden. Consults with regulators before a proposal is issued

and regulators could appeal regulations they believe would put the safety and soundness

of the banking system or the stability of the financial system at risk.

l Clearly Defined Oversight: Protects small business from unintentionally being regulated

by the CFPB, excluding businesses that meet certain standards.
By July 21, 2011 CFPB will take over HUD’s role as RESPA overseer and Federal Reserve’s overseeing of Reg Z

REG Z   226.18  TIL Format
Effective January 30, 2011 – see handout page 17
Reg Z 226.39 – see handout page 12
Principal dwelling  loan sold or transferred must have a notice sent by the purchaser of the mortgage even if the servicing did not transfer.  Was effective May 2009 but is required as of January.  
Reg Z  226.35

Feds want to amend Section 35 for jumbo loans to be 2.5% over the APOR before requiring escrows.    However, all other rules will apply to the jumbo loans
Reg Z proposal Federal Register /Vol 75 No. 185 September 24 page 58539

TIL rules for home-secured credit – commentary open till 12/23/2010 (250 pages)


Consumers right to rescind  


Loan modification disclosures  


Consumers right to refund of fees


Reverse mortgages


Coverage test for HOEPA loans

Fair Credit (FACT)   See handout pages 6 thru 12 

This form should be prepared by your credit bureau 
Effective January 4, 2011

List of Helpful Websites 
PeirsonPatterson 

http://ppdocs.com/
Section 35 – check to see if your loan falls under this rule

FFIEC rate spread calculator   

http://www.ffiec.gov/ratespread/newcalc.aspx
HUD RESPA

http://www.hud.gov/offices/hsg/rmra/res/respa_hm.cfm
There you will find the following
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	RESPA Roundup July 2010

	[image: image2.png]


 
	Home Warranty Interpretative Rule (6/25/2010)
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	HUD's new settlement cost booklet
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	New RESPA Rule FAQs (updated 4/2/2010)
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	RESPA Final Rule (text and pdf version)
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	RESPA Final Rule (Electronic Code of
Federal Regulation version) 
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	Good Faith Estimate
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	Good Faith Estimate Instructions
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	Fillable Good Faith Estimate 
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	HUD-1
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	HUD-1 Instructions
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	Fillable Hud-1 

	[image: image13.png]


 
	HUD1-A
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	Regulatory Impact Analysis
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	RESPA ANPR on "Required Use" Prohibition (6/3/2010) 


HUD FORMS

http://portal.hud.gov/portal/page/portal/HUD/program_offices/administration/hudclips/forms
New VA website  Circular 26-10-12
www.benefits.va.gov/homeloans[image: image16.png]
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