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FHA MIP CHART

Mortgagee Letter 2010-38

Programs Not Affected by the Premium Changes

The upfront and annual premiums and the requirernents described in this Mortgagee Letter
apply to all mortgages insured under FHA’s Single Family Insurance Programs except those listed
below:

- TitleI

- HOPE for Homeowners (H4H)

- Section 247 (Hawaiian Homelands)

- Section 248 (Indian Reservations)

- Section 223{e) (declining neighborhoods)

- Section 238(c) (Military Impact areas in Georgia and New York)

Upfront Premiums

Effective for FHA loans for which the case number is assigned on or after
October 4, 2010, for FHA traditional purchase and refinance products, the upfront prernium, shown

in basis points below, will be charged for all amortization terms.

[ . Mortgage Type 4] Upfront Premium Requirement
Fjrchase Money Mortgages and Full-Credit I 100 BPS
Qualifying Refinances
[ 100 BPS ]

| Streamline Refinances (2l] types)

Annual Premiums

Effective for FHA loans for which the case number is assigned on or after
October 4, 2010, FHA will increase the annua! premiums collected on a monthly basis. For FHA
traditional purchase and refinance products, the annual premium, shown in basis points below, is to
be remitted on a monthly basis, and will be charged based on the initial oan-to-value ratio and

length of the mortgage according to the following schedule:

| LTV | Anaual Premiums for Loans > 15 Years |
_

r = gr < 95 percent f 85 BPS

L >95 percent 90 BPS

The annual premium for amortization terms equat to or less than 15 years remains unchanged and is
collected according to the following schedule.

[ LTV Annual Premiums for Loans = or < 15 Years
=or < 90 percent -None-
| >9( percent | 25 BPS

Cancellation of FHA’s Annugl Mortgage Insurance Premiums

The cancellation policies defined in Mortgagee Letters 2000-38 and 2000-46 remain
unchanged.
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First~-Time Homebuver with HUD-Approved Pre-Purchase Counseling

The National Housing Act, as amended by the Housing and Economic Recovery Act in
2008, authorizes upfront premiums of up to 3.00 except these premiums cannot exceed 2.75 percent
for first-time homebuyers who complete HUD-approved pre-purchase counseling. Since the
upfront premium rate of 1.00 pereent remains below the statutory cap, no vartable rate is provided
for under this Mortgagee Letter for first-time homebuyers who receive HUD-approved counseling.

Home Equity Conversion Mortgape (HECM) Loans

Effective for all HECM loans for which the case number is assigned on or after
October 4, 2010, FHA will increase the annual premium which is cellecicd on a monthly basis.

This policy change will not affect the upfront premiums collected.

The annual premium, shown ia basis points below is to be remitted on & monthly basis, and
will be charged according to the following schedule:

Premium Type

Basis Points

Upfront

200 BPS

Annual

125 BPS

, If you sheuld have any questions concemning this Mortgagee Letter, please call the FHA
Resource Center at 1-800-CALLFHA (1-800-225-5342), Persons with hearing or speech
impairments may access this number via TDD/TTY by calling 1-877-TDD-2HUD (1-877-833-

2483).

TIB Annual Conference
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Sincerely,

David H. Stevens

Assistant Secretary for Housing-

Federal Housing Comumissioner
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TEXAS HOME EQUITY DOCUMENTS REQUIRING ON
NON QUALIFYING SPOUSE SIGNATURE

[y

Truth in Lending Disclosure and Itemization
Texas Home Equity Security Instrument with all applicable riders and exhibits

g

(including Renewal and Extension Exhibit)
3. Right to Cancel (Federal and State)

4, Acknowledgement of Receipt of Disclosures

S. HE Ln Subsequent Refi Limitations Notice

6. Name Affidavits

7. Appraisal Receipt

8. Appraisal Report Disclosure

9. Municipal Letter — Rural/Urban (if applicable)

10. TX HE Ack. Of Advance Copy of Loan Appl & Final Item of Fees & Charges

11. Ack. Re Fair Mkt Value {with or without appraisal)

12, Cert.-Originating lender-Compliance (if applicable}

13. Cert.-Originating Lender's Attorney-Compliance (if applicable}

14. Texas Home Equity Rural Homestead Affidavit and Agreement (if applicahle)
15. Receipt of HUD-1 or HUD-1A Settlement Statement Addendum

16. Owner’s Affidavit of Compliance

17. TX HE Designation of Homestead Affidavit {w or w/o TC) whichever applicable
18. Consent of Owner to Waive Advance Discl of HE Fees (if applicable)

19. Consent of Owner to Waive Advance Discl of HE Fees {De Minimum Good Cause){if app)
20. Receipt of Copies

21. Ack. Re: Voluntary Repayment of Debt (if applicable)

22. Ack. Re: Voluntary Repayment of Credit Life (if applicakle)

23. Affidavit of Milk Production (if applicable)

24, Borrower’s Ack. Of Appraisal Delivery {(BOA only}

25. Discount Point Ack. (if applficable)

26. Addendum to Closing Instruction from Lender (Flagstar only)

Any generic form described above will be replaced with an investors own form when applicable.

Requirement for Closing Instructions:

Non Qualifying Spouse to sign the TIL, TX HE Security Instrument, all applicable Riders or Exhibits,
Right to Cancel{s} and all applicable Texas Home Equity forms.
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CHANGED CIRCUSTANCE OR
BORROWER REQUESTED CHANGE LETTER

Date

Borrower Name
Borrower Address
Borrower City, State ZIP

Dear Borrower:

Attached 1s 4 revised Good Faith Estimate. The revision is a result of the item(s) checked below.

O [. You have elccted to lock-in your interest rate, which revises one or more of the Interest rate dependent
charges and terms:
Description:

O 2. Your rate lock expired and you have re-locked your inferest rate, which revises one or more of the
intercst rate dependent charges and termis.
Description:

] 3. The loan request involves a new home purchase (ie., 2 home to be constructed or under construction)}
where settlement is anticipaled to occur more than 60 days from when the original GFE was provided,
Description:

| 4. There has been a “changed circumstance” affecting the settlement costs.

Description:
O 5. There has been a “changed circumstance™ allecting the requested loan,
Description:
CJ 6. You requested changes to the loan identified in the GFE that either change the settlement charpes or the

termns of the loan.
Description:

Please sign below acknowledging these changes.
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Your Billing Rights Regarding Your Open Line of Credit
(Home Equity Loan)
KEEP THIS NOTICE FOR FUTURE USE
This notice contains important information about your rights and our responsibilities under the Fair Credit Billing
Act gnd Truth-in-Lending (Truth-in-Lending).

Notify Us In Case of Errors or Questions About Your Bill

if you think your bill is wrong, or if you nced more information about a transaction on your bilt, write us [on a
separate sheet] at the address listed on your bill. Write to us as soon as possibic. We must hear from you no later
than 60 days after we sent you the first bill on which the error or problem appeared. You can telephone us, but

doing so will not preserve your rights.

In your letter, give us the following information:

. Your name and account number.
o The dollar amount of the suspected crror.
@ Describe the error and explain, if you can, why you belicve there is an error.  If you need more

information, described the item you are not sure about,

[{ you have authorized us to pay your credit card bill automatically from your savings or checking account, you can
stop the payment on any amount you think is wrong. To stop the payment your letter must reach us three business
days before the automatic payment is scheduled to oceur.

Your Rights and Our Responsibilities After We Receive Your Written Notice

We must acknowledge your letter within 30 days, unless we have comrected the error by then, Within 90 days, we
must either correct the error or cxplain why we believe (he bill was correct.

After we receive your letter, we cannot try to collect any amount you question, or report you as delinquent. We can
continue to bill you for the amount you qucstion, incfuding finance charges, and we can apply any unpaid amount
against your credit limit. You do not have to pay any questioned 2mount while we are investligating, but you are slill

obligaled to pay the parts of your bill that are not in question.
If we {ind that wec made a mistake on your bill, you will not have to pay any finance charges rclated to any

queslioned amount. If we didn't make a mistake, you may have to pay finance charges, and you will have to make
up any missed payments on the questioned amount. In either case, we will send you a statement of the amount you

owe and the date that it is due.

If you fail to pay the amount that we think you owe, we may rcport you as delinquenl. However, if our explanation
does not satisfy you and you write to us within ten days telling us that you still refuse (o pay, we must tell anyone
we report you to that you have a question about your bill. And, we must tell you the name of anyone we reported
you to. We must tell anyone we report you to that the matter has been setied between us when it finally is.

[f we don't follow these rules, we can't collect the first $50 of the questioned amount, even if your bill was correct.

«7» «13»

«lnilialsn
wFooterTitlen wFormNumbern
«VendorDocIDy
«BarCode» 11 ©uCopyrightlnion
wlocl Dy
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APPENDIX H — Model Forms for Risk-Based Pricing and

Credit Score Disclosure Exception Notices

1. This appendix contains two model forms for risk-based pricing notices and

three model forms for use in connection with the credit score disclosure exceptions. Each
of the model forms is designated for use in a particular set of circumstances as indicated

by the title of that model form.

149
2. Model form H-1 is for use in complying with the general risk-based pricing

notice requirements in § 222.72. Model form H-2 is for risk-based pricing notices given
In connection with account review. Model form H-3 is for use in connection with the
credit score disclosure exception for loans secured by residential real property. Model
form H-4 is for use in connection with the credit score disclosure exception for loans that
arc not secured by residential real property. Model forrn H-5 is for use in connection
with the credit score disclosure exception when no credit score is available fora
consumer. All forms contained in this appendix are models; their use is optional.

3. A person may change the forms by rearranging the format or by making

technical modifications to the language of the forms, in each case without modifying the
substance of the disclosures. Any such rearrangement or modification of the language of
the model forms may not be so extensive as to materially affect the substance, clarity,
comprehensibility, or meaningful sequence of the forms. Persons making revisions with
that effect will lose the bencfit of the safe harbor for appropriate use of Appendix H
model forms. A person is not required to conduct consumer testing when rearranging the
format of the model forms.

a. Acceptable changes include, for example:

i. Corrections or updates to telephone numbers, mailing addresses, or web site

addresses that may change over time.

1i. The addition of graphics or icons, such as the person’s corporate logo.

1i1. Alteration of the shading or color contained in the model forms.

iv. Use of a different form of graphical presentation to depict the distribution of

credit scores.

150
v. Substitution of the words “credit” and “creditor” or “finance” and “finance

company” for the terms “loan” and “lender.”

vi. Including pre-printed lists of the sources of consumer reports or consumer
reporting agencies in a “check-the-box” format.

vii. Including the name of the consumer, transaction identification numbers, a
date, and other information that will assist in identifying the transaction to which
the form pertains.

viii. Including the name of an agent, such as an auto dealer or other party, when
providing the “Name of the Entity Providing the Notice.”

b. Unacceptable changes include, for cxample:

1. Providing model forms on register receipts or interspersed with other

disclosures.
ii. Eliminating empty lines and extra spaces between sentences within the same

scction.
4.1f a person uses an appropriate Appendix H model form, or modifies a form in

PeirsonPatterson,LLP
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accordance with the above instructions, that person shall be deemed to be acting in
compliance with the provisions of § 222,73 or § 222.74, as applicable, of this regulation.
It is intended that appropriate use of Model Form H-3 also will comply with the
disclosure that may be required under section 609(g) of the FCRA.

H-1 Model form for risk-based pricing notice

H-2 Model form for account review risk-based pricing notice

H-3 Model form for credit score disclosure exception for credit secured by one

to four units of residential real property

TiB Annual Conference Page 7 PeirsonPatterson,LLP
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H-3. Model form for credit score disclosure exception for loans secured by one to four
units of residential real property

[Name of Entity Providing the Notice]
Your Credit Score and the Price You Pay for Credit

Your Credit Score

Your credit score [Insert credit score]

Source: [Insert source] Date: [Insert date score was created)

Undevstanding Your Credit Score

Your credit score is a number that reflects the information in your credit report.

What you should
know about

credit scores Your credit report is 2 record of your credit history. Il includes information about whether

you pay your bills on time and how much you owe to credilors.

Y our c¢redit score can change, depending on how your credit history changes.

How we use your | Your credit score can affect whether you can get a loan and how much you will have to pay
credit score for that loan.

The range of Scores range from a low of [Insert botton number in the range] to a high of [Insert top
scores number in the range).

Generally, the higher your score, the imore likely you are to be ollered better credit tenns.

How your score
compares tothe
scores of other
consumers

13096}

[20%4)

[(15%) {159%)

[10%%) D

[(0-100]  [101200)  [20t-300]  [301-400] {401-500)  [501-600)

[10%%)

% of Consumess with ScaresIn a
Partlcular Range

Score Range

for] [Your credit score rarks higher than [X] percent ol U.S. consumers.)

154
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Enderstanding Your Credit Score {continued)

Key factors that [nsert first factor]
adversely affected [Insert second factor]
your credit score [Insert third factor)

[Insert fouith factor]
[Insert fifth factor, if applicable]

Checkine Your Credit Report

What if there are You have a right lo dispute any inaccurate information in your credit reporz. If you
mistakes in your find mistakes on your credil reporl, contact the consumer reporting agency,

credit report?
[t isa goed idea to check your credit report o make sure the information it contains is

ac¢urate.

How can you obtain a | Under federal law, you have the right to obtain a free copy of your credit report from
copy of your credit each of the nationwide consumer reporting 2gencics once a year.

report?
To order your free annual credit report—

By telephone:  Call toll-frec: 1-877-322-5228

On the web! Visit s aniistlere dige o com
By mail: Mail your completed Annual Credit Report Request Form (which

you can obtain from the Federal Trade Commission’s web site at
http fwww. fte. pov/ bep/eonline/inelude/frequestform (inal. pdf) to;

Annual Credit Reporl Request Service
P.O. Box 105281
Atlanta, GA 30348-5281

For more Informalion about credit reports and your rights under fcderal law, visit the
Federal Reserve Board’s web site at www lederabesory c.oov, or the Federal Trade
Commission’s web site at v T 2oy,

How can you get
more information?

155
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Notice to the Home Loan Applicant

In connection with your application for a home loan, the lender must disclose to you the score that a
consumer reporting agency distributed te users and the lender used in connection with your home loan, and the key

factors affecting your credit scores.

The credit score is a computer generated summary calculated at the time of the request and based on
information that a consumer reporting agency or lender has on file. The scores are based on data about your credit
history and payment patterns. Credit scores arc important becausc they are used to assist the Jender in determining
whether you will obtain a loan. They may also be used lo detcrmine what interest rate you may be offered on the
mortgage. Credit scores can change over time, depending on your conduct, how your credit history and payment

patierns change, and how credit scoring lechnologies change.

Rccause the score is based on information in your credit history, it is very important that you review the
credit-related information that is being furnished to make sure it is accurate. Credit records may vary from one

company to another.
If you have questions about your credit score or the credit information that is furnished to you, contact the
consumer reporting agency at the address and telephone number provided with this netice, or contact the lender, if

the lender developed or generated the credit score. The consumer reporting agency plays no parl in the decision 1o
take any action on the loan application and is unable to provide you with specific reasons for the decision on a loan

applicalion.

If you have questions cencerning the terms of the loan, contact the lender.

156
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FRB: What You Need to Know on Mortgage Transfer Disclosures

St e s wWhat's Nexd - Slie Map - A-Z Indax - FAQs - Careers -
RSS

DRI SUVErTOrsor et cactals RESCIVER VS TCIT

SERICN actyind Biaezh

BERINT Feonuaie 3
Listy Consumer Copwngmty e ug

e e M e M HERLE 2T eh filsin wbions
C v ralay i \.’I'.w-w Syntcims '& Uinte Information 1> versanent Furivla, MBI allens
~ O A A
‘ <
T § , : ‘ )
Bl - [erleoagl Rize s ulee help mortgage borrowers by nolifying ihem when their foans gel
Iranaferred to anolher company.
Background
b

- Betore the new rules, If your loan was sold or lransferrad frem your current lender to a new
¢ Jender, the new lender did nol have lo tell you that it acquired your loan. The new rules will
ensure you know who owns your loan.

Why the new rules are important

The Federal Reserve's new ruies ensure thal you kKnow whe owns your 10an ang who can handle
cenain issues, including paymeni dispules and loan modificaliens.

How the new rules work

The new rules require Lhe company lhel acquites your loan lo send you a nolice within Thitty days
of agquiring it. Among ether things, lhe nolice must disclose:

the new owner's idenlity, address, and lelephong number;

the dato the loan was transferred; and

conlacl infermation thal you can use (o reach an agenl or gther party, il any. authosdzed o
act on behalf of the awner,

New loan owners are requlred lo send you lhese nolices for:

any loan you have laken oul on your prncipal gwelling {so l0ans on a vacalion or business
proparties would not be coverad), Including loans lo purchase or refinance your home; and

home eguily foans, alse known a8s second mortgage loans, and home eqully lines of credit
(HELOCs),

o Even wilh a new loan ownar, he company that “services” or handles your loan might nol change
and you mighl conlinus 10 send your mortgage payments lo the same addrass. If that lean
servlcer changes, you will recaive a separale notice, For mare infermalion abeul servicing
companies, read lhe Federal Treda Commission’s publication Mor i Servivme, bluking Sur.

Your ;s ks Count,

Last updala! August 20, 2010
rnome | Consumer Information

Accussibillty Conlact us  Disciaimer Linking Policy FQIA PDF Reader
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home equity line of credit (HELOG)
Aloan that uses your property as
collalarat lo guaraniee repaymenl and 15
stucivred as a revolving lina of credil,
similar to & credit card: the lender
agrees (0 lend a magimum amount of
maney within an agraed perlod of tims,
and the horrower can use the enlire
credil line, or borrow specific ameunts
from lime lo lime, The inlerest rale vn e
HELQC is generally variable, sllhough
some lendars offor fixod rata HELQCS.

home equity {or second moitgage)
loan

A loen that uses your properly as
collaleral to guaranige repayment and
allows you lo receiva tne fuil amaunl at
once and lo repay il over a fixed period
af ime,

mogage loan
Aloan thal uses your propery as
collaleral lo guaranioe repaymaent.

RS IN]
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PART 226—TRUTH IN LENDING (REGULATION 7))

1. The authority citation for part 226 continues to read as follows:

Authority: 12 U.S.C. 3806; 15 U.S.C. 1604, 1637(c)(5), and 1639(1); Pub. L. 111-24
§ 2, 123 Stat. 1734.

Subpart E—Special Rules for Certain Home Mortgage Transactions

2. Under Subpart E—Special Rules for Certain Home Mortgage Transactions, a
new Scction 226.39 is added to read as follows:

§ 226.39 Mortgage transfer disclosures.

(a) Scope. The disclosure requirements of this section apply to any covered person
except as otherwise provided in this section. For purposes of this section:

(1) A “covered person” means any person, as defined in § 226.2(a)(22), that becomes
the owner of an existing mortgage loan by acquiring legal title to the debt obligation,
whether through a purchase, assignment, or other transfer, and who acquires more
than one mortgage loan in any twelve-month period. For purposes of this section, a
servicer of a mortgage loan shall not be treated as the owner of the obligation if the
servicer holds title to the loan or it is assigned to the servicer solely for the
administrative convenience of the servicer in servicing the obligation.

(2) A “mortgage loan” means any consumer credit transaction that is secured by the
principal dwelling of a consumer.

(b) Disclosure required. Except as provided in paragraph (c) of this section, any
person that becomes a covered person as defined in this section shall mail or deliver
the disclosures required by this section to the consumer on or before the 30th
calendar day following the acquisition date. If there is more than one covered
person, only one disclosure shall be given and the covered persons shall agree
among themselves which covered person shall comply with the requirements that
this section imposes on any or all of them.

(1) Acquisition date. For purposes of this section, the date that the covered person
acquired the mortgage loan shail be the date of acquisition recognized in the books
and records of the acquiring party.

(2) Multiple consumers, If there is more than one consumer liable on the obligation,
a covered person may mail or deliver the disclosures to any consumer who is
primarily liable.

(¢) Exceptions. Notwithstanding paragraph (b) of this section, a covered person is
not subject to the requirements of this section with respect to a particular mortgage
loan if:

(1) The covered person sells or otherwise transfers or assigns legal title to the
mortgage loan on or before the 30u calendar day following the date that the covered
person acquired the mortgage loan; or

(2) The mortgage loan is transferred to the covered person in connection with a
repurchase agreement and the transferor that is obligated to repurchase the loan
continues to recognize the loan as an asset on its own books and records. However, if
the transferor does not repurchase the mortgage loan, the acquiring party must
make the disclosures required by § 226.39 within 30 days after the date that the
transaction is recognized as an acquisition in its books and records.

(d) Content of required disclosures. The disclosures required by this section shall

TIB Annual Conference Page 12 PeirsonPatterson,LLP
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identify the loan that was acquired or transferred and state the following:

(1) The identity, address, and telephone number of the covered person who owns the
mortgage loan. If there is more than one covered person, the information required
by this paragraph shall be provided for each of them,

(2) The acquisition date recognized by the covered person.

(3} How to reach an agent or party having authority to act on behalf of the covered
person (or persons), which shall identify a person (or persons) authorized to receive
legal notices on behalf of the covered person and resolve issues concerning the
consumer’s payments on the loan, However, no information is required to be
provided under this paragraph if the consumer can use the information provided
under paragraph (d)(1} of this section for these purposes. If multiple persons arc
identified under this paragraph, the disclosure shall provide contact information for
each and indicate the extent to which the authority of each agent differs. For
purposes of this paragraph (d)(3), it is sufficient if the covered person provides only
a telephone number provided that the consumer can use the telephone number to
obtain the address for the agent or other person identified.

(4) The location where transfer of ownership of the debt to the covered person is
recorded. However, if the transfer of ownership has not been recorded in public
records at the time the disclosure is provided, the covered person complies with this
paragraph by stating this fact.

(e) Optional disclosures. In addition to the information required to be disclosed
under paragraph (d) of this section, a covered person may, at its option, provide any

other information regarding the transaction,
3. In Supplement I to Part 226, under Subpart E, a new Section 226.39—Mortgage

Transfer Disclosures is added to read as follows:
Supplement I to Part 226-—Official Staff Interpretations

E A

Subpart E~—Special Rules for Certain Home Mortgage Transactions

* k k ok ok

Section 226.39—Mortgage transfer disclosures

39(a) Scope.

Paragraph 39(a)(1).

1. Covered persons. The disclosure requirements of § 226.39 apply to any “covered
person” that becomes the legal owner of an existing mortgage loan, whether through
a purchase, assignment, or other transfer, regardless of whether the person also
meets the definition of a “creditor” in Regulation Z. The fact that a person
purchases or acquires mortgage loans and provides disclosures under § 226.39 does
not by itself make that person a “creditor” as defined in the regulation.

2. Acquisition of legal title. To become a “covered person” subject to § 226.39, a
person must become the owner of an existing mortgage loan by acquiring legal title
to the debt obligation. The transfer of ownership of 2 mortgage loan is subject to the
disclosure requirements of this section when the acquiring party is a separate legatl
entity from the transferor, even if the parties are affiliated entities. Section 226.39
does not apply to persons who acquire only a beneficial interest in the loan or a

security interest in the loan.

Page 13 PeirsonPatterson,LLP
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Section 226.39 also does not apply to a party that assumes the credit risk without
acquiring legal title to the loan, Thus, an investor that acquires mortgage-backed
securities, pass-through certificates, or participation interests and does not directly
acquire legal title in the underlying mortgage loans is not covered by this section,
3. Loan servicers. Pursuant to TILA Section 131(f)(2), the servicer of a mortgage
loan is not treated as the owner of the obligation for purposes of § 226.39 if the
servicer holds title to the loan as a result of the assignment of the obligation to the
servicer solely for the administrative convenience of the servicer in servicing the
obligation.

4. Mergers, corporate acquisitions, or reorganizations. Disclosures are required
under § 226,39 when, as a result of a merger, corporate acquisition, or
reorganization the ownership of a mortgage loan is transferred to a different legal
entity.

Paragraph 39(a)(2).

1. Mortgage transactions covered. Section 226.39 applies to any consumer credit
transaction secured by the principal dwelling of a consumer, which includes closed-
end mortgage loans as well as home equity lines of credit.

39(b) Disclosure required.

1. Generally. A covered person must mail or deliver the disclosures required by

§ 226.39 on or before the 30th calendar day following the date that the covered
person acquired the loan, unless the exception in § 226.39(c) applies. For example, if
a covercd person acquires a mortgage loan on March 1, the required disclosure
must be mailed or delivered on or before March 31. For purposes of this
requirement, the date that the covered person acquires the loan is the acquisition
date recognized in its books and records.

2. Disclosure provided on behalf of multiple entities, A mortgage loan may be
acquired by a covered person and subsequently transferred to an affiliate or other
entity that is also a covered person required to provide disclosures under § 226.39,
In such cases, a single disclosure may be provided on behalf of both entities instead
of providing two separate disclosures, as long as the disclosure satisfies the timing
and content requirements applicable to both entities. For example, if a covered
person acquires a loan on August 31 with the knowledge that it will assign the loan
to another entity on October 15, the covered person could mail a single disclosure on
or before September 30 which provides the required information for both entities
and indicates when the subsequent transfer is expected to occur. Even though one
person delegates responsibility for the disclosures to another covered person, each
has a duty to ensure that disclosures related to its acquisition are accurate and

provided in a timely manner.
39(c) Exceptions.
Paragraph 39{(c)(1)

1. Example. If a mortgage loan is originated on February 22nd and the original
creditor sells the loan on March 1 to a covered person, under the exception in §
226.39(c) the covered person would not be required to provide disclosures under §
226.39 if the loan is sold or otherwise transferred or assigned to another party on or

before March 31,
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Paragraph 39(c)(2)

1. Repurchase agreements. The original creditor or owner of the mortgage loan
might sell or transfer legal title to the Joan to secure short-term business financing
under an agreement where the original creditor or owner is also obligated to
repurchase the loan within a brief period, typically a month or fess. If the original
creditor or owner does not recognize such transactions as a sale of the loan on its
own books and records for accounting purposes, the transfer of the loan in
connection with such a repurchase agreement is not covered by § 226.39 and the
acquiring party is not required to provide disclosures. However, if the transferor
does not repurchase the mortgage loan, the acquiring party must make the
disclosures required by § 226.39 within 30 days after the date that the transaction is
recognized as an acquisition in its books and records.

39(d) Content of required disclosures.
1. Identifying the loan. The disclosures required by this section should identify the

loan that was acquired or transferred. The covered person has flexibility in
determining what information to provide for this purpose. For example, the covered
person may identify the Ioan by stating the address of the mortgaged property along
with the account number or other identification number previously known to the
consumer, which may appear in a truncated format, Alternatively, the covered
person might identify the loan by specifying the date on which the credit was
extended and the original amount of the loan or credit line.

Paragraph 39(d)(1).

1. Identification of covered person. Section 226.39(d)(1) requires acquiring parties
to provide their name, address, and telephone number, The party identified must be
the covered person who owns the mortgage loan, regardless of whether another
party has been appointed to service the loan or otherwise serve as the covered
person’s agent. In addition to providing a postal address and a telephone number,
the covered person may, at its option, provide an address for receiving etectronic
mail or an internet web site address but is not required to do so.

Paragraph 39(d)(3).

1. Identifying agents. Under § 226.39(d)(3), the covered person must provide
contact information for the agent or other party having authority to act on behalf of
the covered person and who is authorized to receive legal notices on behalf of the
covered person and resolve issues concerning the consumer’s payments on the loan.
Section 226.39(d)(3) does not require that a covered person designate an agent or
other party, but if the consumer cannot use the covered person’s contact
information for these purposes the disclosure must provide contact information for
an agent or other party that can address these matters. If multiple agents are listed
on the disclosure, the disclosure shall state the extent to which the authority of each
agent differs by indicating if only one of the agents is authorized to receive legal
notices, or only one of the agents is authorized to resolve issues concerning
payments. For purposes of § 226.39(d)(3), it is sufficient to provide a telephone
number as the contact information provided that consumers can use

Page 15 PeirsonPatterson,LLP

TIB Annual Conference
www.ppdocs.com

2010



the telephone number to obtain the mailing address for the agent or other person
identified.

2. Other contact information. The covered person may also provide an agent’s
electronic mail address or internet web site address but is not required to do so.

Paragraph 39(d)(4).

1. Recording location. Section 226.39(d)}(4) requires disclosure of the location where
transfer of ownership of the debt to the covered person is recorded. If the transfer of
ownership has not been recorded in public records at the time the disclosure is
provided, the covered person complies with § 226.39(d)(4) by stating this fact.
Whether or not the transfer has been recorded at the time the disclosure is made,
the disclosure may state that the transfer “is or may be recorded” at the specified
location. '

2. Postal address not required. In disclosing the location where the transfer of
ownership is recorded, the covered person is not required to provide a postal
address for the governmental office where the covered person’s ownership interest
is recorded. The covered person also is not required to provide the name of the
county or jurisdiction where the property is located. For example, it would be
sufficient to disclose that the transaction is or may be recorded in the office of public
land records or the recorder of deeds office “for the county or local jurisdiction

where the property is located.”

39(e) Optional disclosures.
1. Generally. Section 226.39(e} provides that covered persons may, at their option,

include additional information about the mortgage transaction that they consider
relevant or helpful to consumers. For example, the covered person may choose to
inform consumers that the location where they should send mortgage payments has

not changed.

By order of the Board of Governors of the Federal Reserve System, November

13, 2009.

Jennifer J. Johnson (signed)
Jennitfer J. Johnson

Secretary of the Board.
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. To Minimize the
2act on Small Entities

1 generally prescribes model
slauses to facilitate
e with its disclosure
.ents under Regulation Z. In
arimn rule, the Board is edopting
clauses to illustrate the interest
nd payment summary for fixed-
mnortgages, adjustable- or step-rate
‘tgages, mortgages with negative
sortization, and mortgages with
terest-only payments, as well as
nodel clauses to illustrate the
introductory rate disclosure, the balloon
payment disclosure, and the no
guarantee lo refinance statement. In
addition, as noted above, the Board is
affording small creditors and other
creditors the maximum possiblo time to
implement this interim rule's
requirements by making compliance
optional until the statutory effective
date. This regulatory flexibility analysis
does not discuss alternatives to the
interim rule because the Board is
revising Regulation Z for the narrow
purpose of carrying out ils mandate to
implement statutory amendments to
TILA.

List of Subjects in 12 CFR Part 226
Advertising, Consumer protection,
Federal Reserve System, Mortgages,

Reporting and recordkeeping
requirements, Truth in lending.

Authority and Issuance

a For the reasons set forth in the
preamble, the Board amends Regulation
Z, 12 CFR Part 226, as set forth below:
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PART 226—TRUTH IN LENDING

(Regulation Z}

® 1. The authority citation for part 228
continues to read as follows:

Authority: 12 U.8.C. 3806; 15 U.8.C. 1604,
1637(c)(5), and 1638()); Pub. L. 111-24 § 2,
123 Stat. 1734,

Subpart C—Closed-End Credit

m 2. Section 226.18 is amended by
revising paragraph (g) introductory text
and adding new paragraphs (s] and (t)
ta read as follows:

§226.18 Content of disclosures.
L L * * "

(g) Payment schedule, Other than for
a transaction that is subject to paragraph
(s) of this section, the number, amounts,
and liming of paymcnts scheduled to
repay the obligation,

* L4 * * *

(s) Interest rate and payment
summary for mortgage transactions. For
a closed-end transaction secured by real
property or a dwelling, other than a
transaction secured by a consumer's
interest in & timeshare plan described in
11 U.S.C. 101(53D}, the creditor shall
disclose the following information about
the interest rate and payments;

(1) Form of disclosures. The
information in paregraphs (s)(2)-{4) of
this section shall be in the form of &
table, with no more than five columns,
with headings and format substantially
similar to Model Clause H—4(E], H—(F),
H—4(G), or H-4(H} in Appendix H to
this part. The tahle shall contain only
the information required in paragraphs
(s)(2)-(4} of this section, shall bo placed
in a prominent location, and shall be in
a minimum 10-point font.

(2) Interest rates—{i) Amortizing
loans, (A} For a fixed-rate mortgage, the
interest rate at consummation.

(B) For an adjustable-rate or step-rate
mortgage—

(1) The interest ralg at consummation
and the period of time until the first
interest rate adjustment may ogcur,
labeled as the “introductory rate and
monthly payment”;

(2) The maximum interest rate that
may apply during the first five years
after consumrmation and the earliest
date on which that rate may apply,
labeled as “maximum during first five
years”; and

(3) The maximum interest rate that
may apply during the life of the loan
and the earliast date on which that rote
may apply, labeled as “maximum sever.”

(C) If the loan provides for payment
increases as described in paragraph
(s)(3)(i)(B] of this section, the interest
rate in effect at the time the first such
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payment increase is scheduled to occur
and the dale on which the increase will
oceur, labeled as “first adjustment” if the
loan is an adjustable-rate morigage or,
otherwise, labeled as “first increase.”

(ii) Negative amnortizotion loans. For a
negative emortization loan—

(A) The interest rate at consummalion
and, il it will adjust after
consummation, the length of time uniil
it will adjust, and the lahel
“introductory” or “intro”;

{13) The maximum interest rate that
could apply when the consunter must
begin making fully amortizing payments
under the lerms of the legal obligation;

{C) If the minimum required payment
will increase before the consumor must
begin meking fully smortizing
payinents, the maximum interest rate
that could apply at the time of the first
peyment increase end the date the
increase is scheduled to occur; and

{D] If a second increase in the
minimum required payment may occur
before the consumer must begin making
fully amortizing payments, the
maximum interest rate thal could apply
at the time of the second payment
increase and the date the increaso is
scheduled to orcur,

(iii) Introductary rote disclosure for
amortizing adjustable-raie morlguges.
For an amorlizing adjustable-rate
mortgage, if the interest rate at
consummation is less than the fully-
indexed rate, placed in a box dircetly
bencath the table required by paragraph
{s)(1) of this section, in a format
substantially similar to Medel Clauso
H—4(1) in Appendix H to this part—

(A) The interest rate (hat applios at
consurmnmation and the period of time
for which it applies;

(1}) A statement thal, even if market
rates do not change, the interest rate
will increasc at the first adjustment and
a designation of the place in sequence
of the month or year, as applicable, of
such rate adjustment; and

(C) The tully-indoxed rate.

(3) Paymenis for anortizing laans—{i)
Principal and interest payments. If all
pericdic payments will be applied to
accrued interest and principal, for each
inlerest rate disclosed under paragraph
(s)(2){i) of this section—

{A) The corresponding periodic
principal and interest peyment, labeled
as “principal and inlerest;”

(B) If the periedic payment may
increase without regard 1o an interest
rale adjustment, the payment that
corresponds to the first such increase
and 1he earliest date on which the
increase ceuld occur;

(C) Thal an escrow account is
required, if applicable, and an estimate

TIB Annual Conference
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of the amount of texes and insurance,
including any mortgage insurance; and

(D) The sum of the amounts disclosed
under paragraphs (s){3){i)(A) and (C) of
this section or {s)(3)(i)(B) and (C) of this
scction, as applicable, labeled as “total
estimated monthly payment.”

(ii) Interest-only payments. If Lhe loan
is an interest-only loan, for each interest
rate disclosed under paragraph (s)(2)(i)
of this scetion, the correspending
periodic anmcnt and-—

(A) If the payment will be applied to
only accrued interest, the amount
applied to intercst, labeled as “interest
payment,” and a statement that nono of
tho payment is being applicd to
principal;

(B) If the payment will be applied to
accrucd interest and principal, the
carliest date that such payments will be
required and an itemnization of the
emount applied to accrued interest and
the amount applied to principel, labeled
as “interest paymont” and “principal
paymont,” respectively;

C) The escrow information described
in paragraph (s){(3)(Q)(C) of this seclion;
and

() The sum of all amounts required
to be disclosed under paragraphs
{(s)(3)(ii){A} and {C) of this section or
(s)(3)(i1)(B) and (C) of this section, as
applicable, labeled as “total estimated
monthly payment.”

(4) Payments for negative
amortization loang, For negative
amortization loans:

(iXA) The minimum periodic
paymen required until the first
paynent increase or interest rate
increase, corresponding to the interest
rate disclosed under paragraph
(s)(2)(ii}(A) of this section;

(B) The minimum periodic payment
thal would be due at the first payment
increase and the second, if any,
corresponding to the interest rates
described in paragraphs (s)(2)(ii)(C) and
(D) of this section; and

(C) A statement that the minimum
payment pays only somse interest, does
not repay any principal, and will cause
the Joan amount to increase;

(ii) The fully amortizing periodic
payment amount at the earlisst time
when such a payment must be made,
correspending to the interest rate
disclosed under paragraph (s){2){ii)(B) of
this section; and

(iii) If applicable, in addition to the
payments in paragraphs (s){4)(i) and {ii)
of this section, for each interest rate
disclosed under paragraph (s)(2)(ii) of
thig section, the amount of the fully
amortizing periodic payment, labeled as
the “full payment option,” and a
statement that these payments pay all
principal and all accrued interest.

Page 18

(5) Bolloon payments, (i) Except as
provided in paragraph (s)(5)(ii} of this
section, if the transaction will require a
balloon payment, defined as a payment
that is more than two times a regular
periodic payment, the balloon payment
shall be disclosed separately from other
periodic payments disclosed in the Lable
under this paragraph (s}, outside the
table and in a manner substantially
similar to Model Clause H—4(]) in
Appendix H to this part.

(1i) If the balloen payment is
scheduled to occur ot the same lime as
another payment required to be
disclosed in the table pursuont to
paragraph (s)(3) or {s)(4) of this section,
then the balloon payment must be
disclosed in the table.

(8) Special disclosures for loons with
negative amartizotion. For a nogative
amortization loan, the following
information, in close proximity to the
table required in paragraph (s){1) of this
section, with headings, content, and
format substantially similar to Model
Clause H-4(G) in Appendix H to this
part:

(i) The maximum interest rate, the
shortest period of time in which such
interest rate could be reached, the
amount of estimated taxes and
insurance included in each payment
disclosed, and a statement that the loan
offors payment options, two of which
are shown.

(ii) The doliar amount of the increase
in the loan's principal balance if the
consumer makes only the minimum
required paymeonts for the maximum
possible time and the earliest date on
which the consumor must begin making
fully amortizing payments, assuming
that the maximum interest rate is
reached at the earliest possible time.

(7) Definitions. For purposes of this
§ 226.18(s):

(i) The term “adjustable-ratc
mortgage” means a transaction secured
by roel property or a dwelling for which
the annual percentage rate nay increasc
after consurnmatien.

(ii) The term “step-rate mortgage”
means a transaction secured by real
property or a dwelling for which the
intercst rate will chenge after
consurmnmation, and the rates that will
apply and the periods for which they
will apply are known at consummation.

(iii) The term “fixed-rate mortgage”
means a transaction socured by real
property or a dwelling that is not an
adjustable-rate mortgage or a step-rate
mortgage,

(iv? 'lghe term “interest-only” means
that, under the terms of the legal
obligation, one or more of the periodie
payments may be applied solely to
accrued interest and not to loan
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principal; an “intersst-only loan” §s a
loan that permits interest-anly

payments,
v) The term “amortizing loan” means

a loan in which payment of the periodic
payments does not result in an ivcrease
in Lhe principal balance under the terms
ol the legal obligation; the term
“ncgative amortization” means payment
of periodic payments that will resull in
an increage in the principal balance
under the terms of the legal obligation;
tle term “negative amortization loan”
means a loan that permits payments
rosulting in negative amortization, other
than a reverse mortgage subject to
§226.33.

{vi) The term “fully-indexcd rate”
means the interast rate caloulated using
the index value and margin at the lime
of consummatian.

(1) “No-guaranige-to-refinance”
statement. (1) Disclosure. For a closed-

end transaction secured by real property
or a dwelling, other than g transaction
secured by a consumer’s intarest in a
timeshare plan described in 11 U.S.C.
101(53D), the creditor shall disclose a
statement that there is no guarantee the
consumer can refinance the transaction
to lower the interest rate or pericdic
payments,

(2) Format. The statement required by
paragranh (1)(1) of this section must be
in a fonn substantially similar to Modcl
Clause H-4(K) in Appendix H to this
part.

m 3. Appendix HtoPart 226 is amended
by:

& A, Adding entries [or H~4(E) through
H-4(K) lo the table of contents at the
beginning of the appendix; and

® B. Adding new Model Clauses H~4(E)
through H-4(K) in numerical order,

Appendix H to Part 226—Closed-End
Model Forms and Clauses

L] L L L L

H—4(E}—Fixed-Rate Mortgage Interest Rate
and Payment Summary Model Clause
(§226.18(s)}

H—4(Fl—Adjustablse-Rate Mortgags or Siep-
Rete Mortgage Interest Rate and Payment
Summary Model Clause (§ 226.18(s))

H—4[G}—Mortgage with Negative
Amortization Interest Rate and Payment
Summary Model Clause (§ 226.18(s))

H—4{H}—Fixed-Rate Morigage with Interest-
Only Interest Rate and Payrent
Summery Model Clause (§ 226.18(3))

H—4(I)—Adjustable-Rate Morigage
Introductory Rate Disclosure Model
Clause (§ 226.18(s)(2)(ii))

H—4(J}—Balioon Payment Dizclosure Model
Clause (§226.18(s)(5))

H—4(K}—No Cuarantee to Refinance
Statement Model Clause (§ 226.18(L))

* k * * bl

BILLING COOE P

H-4(E) Fixed Rate Mortgage Interest Rate and Payment Summary Model Clause

INTERESTRATEAND PAYMENT SUMMARY

Interest Rate
Principal + Inlerest Paymenl

EsL Taxes + Insurance (Escrow)

» [Includes [Private]) Mortgage Insurance)

Total Est. Monthly Payment

TIB Annual Conference
2010

fl

T Rate s Monihly ayment |
’ 3
- .
$
Page 19 PeirsonPatterson, LLP

www_ppdocs.com



Federal Register/Vol. 75, No. 185/Friday, September 24, 2010/Rules and Regulations 58485

H-4(F) Ad|ustable-Rate. Moﬁqaqe or Step-Rate Mortgage Interest Rate and Payment Summary Model
Clause

INTERESTRATEAND PAYMENT SUMMARY

? 1" MMUMuunng
ik

mmonucmmr
- i .FIR ‘rFWE,vams :

! ) ; T lor ﬁrs“:{pamd}} J i e ”‘mﬂ

interest Rate o - % . [ %)

Principa + interest Payment . 5§ : B__ 1 ’ $
Est. Taxes + Insurance [(Escrow)) ‘ ] [ ] .

» [includes [Private] Morigage Insurance] | 18 1 s ’ 5]
Total Est. Monthly Payment $ i$ $

H-4{5) Mortgage with Negative Ameortization Interest Rate and Payment Summary Maodel Clause

INTEREST RATE AND PAYMENT SUMMARY

[Thia loan offers you severalmonthlypaymentoptions. The table below shows youwhatyourpayments would beunder
two of these options if the interest rale reached Its maximum of ___% in the (period} of this loan ]

JAll payments shown in the tableinciude $____ foreshmated taxes and lnsumnoe[(escrow)l

(.Uara)

O pate) T me Sl Gy el
. i{[m?;;j et (et ﬂﬂiyswlﬂi'ﬂ’ﬁ{w justmarit)) 4. wgry}wmm
|, - .- - - ' e s ..._a .La.‘. -

Maximum InteresiRate o % [(lntro rala)i ”| %] 1 ] ki % (max evar}
Full Payment Option ‘
Monthiy payments cover afi principal and intorest. $— [s__I ' 1 3

. )
Minimum PaymentOption ! .
Iohal monthly payments cover no principal und ' 3 3 ! 3 ] $

anly some imterost and 1ncrease your Ipan emount. |

You will borrow an additionsl $_ by (date)
ifyou make only minimum paymenis on this loan.
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HM-4{H] Fixed Rate Mortgage with Interest Only Interest Rate and Payment Summary Model Clause

INTEREST RATE AND PAYMENT SUMMARY

lnteraat Rate
PnncnpaI Payment
IntarestPaymant

Esi Taxes + Insurance (Escrow)

Total Est. Monthly Payment

SILLING CODE C
H—4(I)—Introductory Rate Model Clause
[Intraductary Rale Notice

You have o discounted inlroductory rate of

% thal ends afier (period).

In tha (period in sequence), even il market
rates do nol change, Lhis rate will increase
to “u.]

H-4(j)—Balloon Payment Model Clause

|Final Balloon Payment due (date);

5 .
H—4(K)—*No-Guarantee-to-Refinance”
Statement Model Clause

There is no guarantee thet you swill be able
to refinance to lower your rote and payments.

= ® S = Y

m 4. [n Supplement ! to Part 226:

u A, Under Section 226.17—General

Disclosure Requirements, 17{a} Form of
“disclosures, Paragraph 17{a){1},

paragraph 1 is revised.

m B. Under Section 226.184—Canlent of

Disclosures, 18(g) Payment schedule,

paragraph 6 is added, and an entry for

18(s) Interest rate and payment

summary for mortgage transactions is

added.

m C. Under Appendixes G and H—

Cpen-£nd and Closed-End Model Forms

and Cleuses, paragraph 1is revised.

s D. Under Appendix H—Closed-End

Madel Farms and Clauscs, paragraph 7

is revised.

The additions and revisions read as

follows:

Supplement I to Part 226—0fficial Staff

Interpretations

® * * * w

Subpart (—Clased-End Credit

s * * s *

Section 226.17—Genernl Disclasura
Requirements
17{a) Farm of disclesives.
Paragraph 17{a)(1}.

TIB Annual Conference
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Ru.ta & Monthhr?
! (forﬂrsl S"m]{ T
% .__% : i
-none -
e AR —
; ___
e T e e
3 !
1 $ . '

1. Clvar and conspicuous. This standard
requires Lhat disclosures be in u reasonably
understendable form. For example, whilo the
regulation requires no mathemalical
progression or format, the disclosures must
be presenled in & way that does nal obscure
tha relationship cf the terins Lo each other.

In addition, although no minimum 1ypa size
is mandated (except for the interest rate and
payment summary for inortgage transactions
required by § 228.18(s)), the disclosures must
he legible. whether typewritien, handwritten,
or printed by computar.

* x Ll L *

Section 226.18—Content of Disclosures

* & ® * *
18{g) Puyment schedule.
Ed * ® L3 *

6. Morignge transactions. Stction 226.18(g)
applios only to closed-end transactions ather
than transaclions that are subject to
§ 226.18(s). Section 226.18(s} applies to
elosced-end transactions secured by real
property ar a dwaelling. Thus, if a closed-end
consumer credit transaction [s secured by
real properly or a dwelling, the creditor
discloses an interest rate and payment
summary table in accordance with §226.18(s)
and does nol observe the requiramonts of
§226.18(g). On the other hand, if a closed-
end gonsumer credit transaction is nat
secured by real property or a dwelling, the
crecitor discloses a payment schodule in
ucgordance with §226.18(g) und does not
observe the requirements of § 226.18(s).

* L * w w

18(s) Interest rate and payment summary
for martgage transactions.

1. In general. Section 226.18{s) proscribcs
format and content for diselogure of interest
rales and monthly (or other pericdic)
puyments for mortgage loans. The
information in § 226.18(s)(2)-(4) is required
to be in the form of a table, except us
otherwise provided, with headings and
format substantially similar to Medel Clause

—4(E), H-4(F), H=4(G), or H-4(H) in
Appendix H ta this part. A disclosure that
does not include Lthe shoding shown in e
mode!l clause but otherwise follows the
mudel clause's headings and format is
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substantially sinzilur to that model clanse. In
all cases, tha table should have no mare than
five vertical columns corresponding to
applicable interest ralas at various times
during the lean's term; corresponding
paymonts would be shown in horizontal
rows. Cartain loan typas and terms are
defined for purposes of § 226,18(s) in
§226.18(8)(7}.

2. Amortizing loans. Loans described as
amcrtizing in §§ 226.18(s)(2)(i} snd
226.18(s)(3) include interest-only loans if
thoy do no! alse permit negativo
amortizalion. (For rules relating to loans with
balloon payments, seo §226.18(s)(5)). If an
amortizing loan is an adjustable-rate
martgage wilh an introductory rate (less than
the fully-indexed rale), croditors must
provide a special explanation ol introductary
rates. See § 226.18(s)(2)(iii).

3, Negolive amortization. ["or negaliva
amortization loans, creditors mus! follcw the
rules in §§ 226.18(s)(2}{ii) and 226.16(s}(4) in
disclosing interest rates end monthly
payments. Loans with negative arnortization
also require speeial explanalory disclosures
about rates and payments, Sce § 226.18(s){&).
Loans with nogative amortization ioclude
“payment option” loens, in which the
consumer is permitted to make minimum
payments Lhat will cover only some of the
interost accruing each month, See efso
comment 17(c)(1)-12, regarding graduated-
payment adjoslabie-rate morigages,

18{3){2} Interest rafes.

18{s){2){i] Amoerizing loans.

Paragraph 18(s)(2){i){A}.

1. Fixed role loans—payment increasss,
Although the interest rate will not change
after consummation for a fixed-rate loan,
soma fixed-rate loans may have periodic
payments that increase afler consummation.
Far example, tho terms of the legal obligation
may peritit the consnmer to inake interest-
only payments for a specified paricd such #a
the first five ycars after conswmmaelion. In
such cases, the croditor must include the
incrogsed payment under §226.16(s)(3)(ii)(B}
in the payment row, and must show tha
interest rate in the cclumn for thal payment,
oven though the rate has not changed since
cansummation. See also comment 17(c)(1)-
13, regarding growth equity morlgages.
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Poragroph 18{s)(2){i}{B).

1. Adjustuble-rate imortgages ond step-rofe
mortgages. Creditors must disclose mere than
one intsrest rate for adjustalle-ralo mortgages
and step-rats mortgages, in accordance with
§226.18(s)(2)(i)}{B). Creditors must assurne
that an adjuslable-raly mortgage's interest
rale will increase afler consummation as
rapidly as possible, laking into account the
terms of the legal obligation.

2. Mauximum Interest rote during first five
yeors—adjustable-rete profgeges and step-
rate mortgages. The eredilor must disclose
the maximum rate that could apply during
the first five years after consummastion, If
Lhere are no interest rate caps other Iban the
maximuin rate required under § 226,30, then
the creditor should disclose only the rale al
consuthmation and the maximum rale. Such
a table would have anly two columns,

i. For an adjustable-rale mortgage, the
creditor must lake into accounl any interest
rale caps when disclosing the axinmum
interest rate during the first five years. The
crditor must also disclose the earlicst date
on which that adjustment may oceur.

ii, If tha lransaclion is a step-rate mortgage,
the crediter should discloso the rate that will
apply after consuinmation. For exwinple, the
legal obligation may provide Lhat the rate is
G percent for the first two years fellowing
censurmnation, and then increases to 7
percent for sl least the next throe years. Tho
credilor shouli disclose the maximum rale
during the first five years as 7 percent and
e date on which the rate is scheduled to
mcrease (o 7 percent.

1. Moximum inferest rate al any time. The
crodilar must disulose (he maximum rate that

‘zould apply at any time during the term of
the Joan and the carliest date on vhich the
maximun rale sould apply.

i. For an adjustable-rale mortgage, the
creditor must take into account any interest
rale caps in disciosing tha maximum interest
rate. For example, if the legal obligation
provides thal al each annual adjustment he
rale muy increase by no more than 2
percentage points, the aredilor musl lake Lhis
limit into account in delerniining the carliest
dale on which the maximum possible rate
may be reached.

ii. For a step-rate mortgags, the creditor
should disclose the highes! rate that could
apply under tbe terms of the legal nhligution
and (he date on which thal rate will firsl
apply.

Paragroph 18{s)i2Hi)(C).

1. Payment increases, For some loans, the
payment may incraase following
consunnalion for reasons unrelated to an
interest vate adjustmenl. For example, an
adjustable-rate mortgage may have an
jntroductory fixed-rete for the first five years
following conswmmation and permil Lhe
borrower 1o make inlerest-only psyments for
Lhe first three years, Under
§226.16(s)(3){i)(B). Lhe creditor must
disclose the first payment thal will he
applied 1o both principal and interest. In
such a case, § 226,18(s)(2)(1)(C) requires thal
the credilar also discinge the interest rate that
cerresponds 1o the first payment of principsl
and inlerest, even though Lhe interest rate
will not adjust at that time. The table would
show, frem lelt to right: The inlerest retc and
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peyment at consummation with tho payment
itemized to show that the payment is being
applied tu interest only; the interest rata and
payment when the interest-only oplion ends;
the maximuin intersst rate and payment
during the first five yoars; and the maximum
possible intervst rate and payment,
18(s)2){i]}] Negotive amartization loons.

1. Rate ot consummation. In all cases the
interest rate in effect at consummation must
be disclosed, even if it will apply only for a
sbort period such as one month,

2. Roles for odfustable-rate mortgoges. The
croditor must assume that intersst ratos riso
as quickly as possible after consummation, in
accordance with any interest rate caps under
the legel obligation. Fer adjustable-rate
mortgages with no ratle caps except a life-time
maximurn, creditors must assume that the
interest rate reaches the maximum al the first
adjustmenl, For example, assume that the
legal ohligaticn providses for an interest rate
al consummation of 1.5 percent, One menth
after consumination, the interest rate adjusts
antt will adjust inonthly thereafter, according
to changes in the index. The consumer may
make payments that cover only part of the
interast accrued each month, unlil the date
the principal balance reaches 115 percenl of
its original balance, or unti] the end of the
fifth year afier consummalion, whichever
comes first. 'The inaximum possible rate is
10.5 pereent, No other limits on interest rates
apply. The minimum required payment
adjusts each year, and may increase by no
mare than 7.5 percent over the previous
yoar's paymeat. The creditor should disclose
Lhe following rates and the dates when they
are scheduled to occour: A rate of 1.5 percent
for the first month following consuinmation
and the vriinimum payment; a rate of 10.5
parcent, and the correspending minimum
payment taking into account the 7.5 percent
limil on payment increasss, at the beginning
of the socond year; and a rate of 10.5 percent
and the corresponding minimum paymant
laking il account the 7.5 parcent payluént
increase linit, at the beginning cf Lhe third
year. The creditor also must disclose the rate
uf 10.5 percent, the fully amortizing
paymeni, and the date on which the
consumer must first make such a payment
under [lre terms of the legal obligation.

18(s){2){iii] Iniroductory rote disclosure
far amaortizing adjustable-rate mortgage.

1. Intraductory rate. In some adjustable-
rale mortgages, creditors may set an inilia)
interest rate that is lower than the fully-
indexed rate al consummation. For
amortizing loaus with an infroductery rate,
creditors must disclose the information
required in §226.18(s)(2)(iii) directly below
the lable.

Paragruph 10{s}{2){iii }{B].

1. Place in sequence. “Designetion of the
place in sequence” rafers lo identifying the
month or year, as applicable, of the chango
in the rale resulting from the expiration of an
introductory rete by ils place in the sequence
of mnouths or yoars, 8s applicable, of the
lransaction’s term. For example, il a
transaction hus a disceunted rate for the first
three years, §226.18(s)(2)(1ii)(B) requires a
stalement such a5, “In the fourth year, cven
if market retas de not chango, this rate will
incruase to __%."
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Paragraph 18{s){2){11)(C}.

1. Fully-indexed rote. The fully-indexed
ratc is dofined in § 226.18(s)(7) as the index
plus the margin at consummaticn. For
purposes of § 226.18(s)(2){Fii){C), “at
consummation” refurs to disclosures
dalivered al cansummation, or three business
days bofore consummation pursuant to
§ 226.19(a)(2){ii); for carly disclosures
delivered within three business doys after
receipt of o consumer's application pursuant
to § 226.19(a)(1), the fully-indoxed rato
disclosod under § 226.18(s}2)(ii1)(C) may be
based on the index in effect at tho time the
disclosures are provided. Tho index in effect
at consurnmation (or at the time of carly
disclosures) noed not be used if o contract
prevides for a deluy iu the implementation of
changes in an index value, For exaniple, if
the cuntract specifies that rate changes are
based on the index value in cffect 45 days
before the change date, credilers may use any
index value in effecl during the 45 doys
before consummation {or any earlier date of
disclosure] in calculating the fully-indexed
rate to be disclosed.

18(s){3) Payments for arnortizing loans.

1. Payments eorresponding lo interest
rates. Creditors must disclose the periodic
payment that corresponds to each interest
rate disclosed under § 226.18(s)(2)(i)(A}-([C).
The corresponding periodic payment is the
regular payment for each such interest rate,
withoul regard to any finel payment that
differs from others becauso of the rounding
of perivdic paymenls to account for payment
amountis including fractions of cents. Balioon
payments, however, must be disclosed as
provided in §226.18(s)(5).

2. Prircipel and interest payment amounts:
examples.

i. For fixed-rate interest-only transactions,
§226.18(s)(3)(H)(B) requires scheduled
increasss in the regular periodic payment
omounts to be disclosed elong with (he date
of the increase, For example, in a fixed-rale
interesi-only toan, a scheduled increase in
the payment amounl from an juterest-only
payment to a fully amorlizing payment must
be disclosed. Similarly, in a fixed-rale
halloon luan, the Lalloon payment must be
disclosed in accordance with §226,18(s)(5).

il, For adjustablo-rate mortgago
transections, §226.18(s)(3)(i)}{A) requires thal
for each interest rale required to be disclosed
under § 226.18(s)(2)(3] (the interest rate at
consummation, the maximum rate during the
first five years, and the maximum pessible
rate) a corresponding payment amount must
be disclosed.

iii. The format of the payment disclosure
varies depending on whether all regular
periodic payment amounts will include
principal and interest, and whather there will
be an escrew account for taxes and
insurance.

Parograph 18{s){3}{i}{C]}.

1. Toxes and insurence. An sstimatad
payment amount for taxes and insurance
must be disclased if the creditor will
wstablish an escrow account for such
amounts. The paymonl amount must include
ostimated amounts {or property laxos and
premiums for mortgage-related insurance
required by the creditor, such as insnrance
against Joss of or damage o property, or
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against liability arising oul cf the cwnership
ar use of the property, or insurance
protecting tho croditor against the consumer’s
defaull or other eredit less, Premiums for
credil insurance, debt suspension and debt
cancellation agreements, however, should
not be included. Excepl for periodic mortgage
insurance premiums included in the escrow
payment under § 226.18(s)(3)(i)(C}, amounts
included in the escrow payment disclosure
such us property taxes and homeowner's
insurance generally are not finance charges
under § 226.4 and, thereforo, do not aflect
other disclosures, including the finance
charge and annual percentage rute.

2. Mortgage insurance. Paymenl amounts
under § 226.18(s)(3)(i) should reflect the
consumer’s mertgage insurance payments
until the date on which the creditor nusl
aulomatically terminate coverage under
applicabie law, even though the consumgr
inay have a right to request that the insurance
be cancelled earlier. The paymen! ammount
must reflect the terms of the legal abligation,
as delermined by applicable state or other
law. For example, assume that under
applicable law, morigage insurance must
terminale after the 130th scheduled menthly
paymeat, and the creditor collecls al closing
and places In escrow two months of
premiums. [f, under the legal cbligation, the
creditor will include mortgage insurance
premiums io 130 paymenls und refund the
escrowed paymenls when the insurance is
terminaled, paymenl amounts disclased
threngh the 130th payment should reflect
premium paymenls. I, under the legul
ohligation, the creditor will apply the ainount
eserowed (o the two final josurance
payments, payments disclosed through tho
1281h paymenlt should rellect prerium
payments. The escrow amount refleclad on
the disclosure should include morlgage
ingurance premniums even if they are ol
escrowed and even if there is no escrow
accoont estabilished for the transection,

Paragraph 18(sH3){i){D).

1. Tole! menthly poyment. For amortizing
loans, cach column should add up to a total
ostilaled payment. Tho total estimaled
payinent amounl should be labeled. If
periodic payments are not due monthly, the
craditor should use the appropriate term
such as “quarterly” or “annually.”

18(s)(3i(ii] Interest-enly payments.

1. Inlerest-only loans that are olsa negalive
omorlizotion laans. The rules jn
§226.18(5)(3)(ii) lor disclesing payments on
imeresl-only loans apply only if the loan js
not also a negative amorlization loan. If the
loun is a negative amortizotion loan, sven if
it also has an interest-only feature, paymnents
are disclosed under the rules in
§226.18(s)(4).

Poragraph 18(s)(3){iij{C].

1. Escrows. Sce lhe commentary under
§226.18[s){3)(i}{C) for guidance on escrows
for purposes of § 226.18(s)(3)(ii)(C).

18{s)4) Payments for pegative
amortizotion loons.

1. Tohle. Section 226.18(s)(1) provides that
whles shall include only Lhe information
required in § 226.18(s){2)-(4). Thos, o table
for a negative amortization loen must contain
no more than lwo herizantal rows of
payments and no more than [iva vertical
columnsg of interest rates.
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2. Paymenit amounts. The payment
amounts disclosed under § 226,18(s)(4) are
tbe minimum or fully amertizing periodic
paymenls, as applicable, corrospending to
the interest rates disclosod under
§226.18(s)(2}(ii}. The corresponding periodic
payment is the regular payment for each such
interest rate, without regard to any final
paymenl that differs from the rest because of
the rounding of periadic payments to account
for payment armounts inciuding fractions of
cenls.

Poragraph 18(s}{4)(i).

1. Minimum required poyments. In one row
of the table, the creditor must disclose the
minimum required payment in sach column
of the table, corresponding to each intcrest
rate or adjustment required in
§226.18(s)(2)(iij. The paymeuls in this row
must be calculaled bused on an assumption
that (he consumer makes the minimum
required payment for es long as possible
under (he terms of Lhe legal obligation. This
row shouid be idenlified as the minimom
payment option, and the statement required
by §226.18(5){4)(i)(C) should Le included in
the heading for the row.

Paragraph 18(s)(4){iii).

1. Fully amortizing payments. In one row
of the table, the creditor must disclose the
fully amortizing payment in pach column of
the table, corresponding to each interest rate
required in §226,18(s)(2)(ii}. The creditor
must assume, for purpeses of calculating the
amounts in this row that the consuviner makes
only lully amortizing peymonls slarling with
the first scheduled payment.

1d(s){5) Bailoon payments.

1. General, A balloon payment is one that
is more than (wo times Lhe rogular periedic
payment. In a reverse imorlgage transaction,
the single paymenl is nol considared a
balloon pay:ent A balloon payment must be
diselosed culside and below the lable, unless
the balloon payment coincides with an
interesl rato adjustment or a schednled
puyment increase. In thoso cases, the balloon
payment must he disclosed in the teble.

18(s)(6) Special disclosures for loans with
nggulive amortizalion,

1. Escrows. Sco lhe commentary under
§226.18(s)(3)(i){C} for guidanca on escrows
for purposes of § 226.18(s}(6}. Undor that
guidance, because mortgage insurance
payments decline over a loan's term, the
payment amounts shown in the table should
reflect the mortgage insurance payment that
will be applicahle al the tirne cach disclosed
periodic paymant will be in effect.
Accordingly, the disclosed merigage
insurance payment will be zero if it
corresponds to a pariodic poyment that will
occur aller the creditor will be legally
requirod to terminate mortgage insurance, On
the other hand, because only one escraw
amount is diselosed under § 226.18(s)(6} for
negative arorlization loans and escrows are
not itemizad in the payment amounts, the
single vscraw smount disclosed should
reflect the mortgage insurance amount that
will be collected af the outset of the loan’s
term, gven though that amount will decline
in the future and ultimately will be
discontinued pursuant to the terms of the
marigage insurance policy.

* * x * *
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Appendixes G and H—Open-End and
Closed-End Model Forms and Clauses

1, Permissible chonges. Although use of the
maodel forms and clavses is no! required,
craditors using them properly will be deemed
to be in compliance with the regulation with
regard to those disclosures. Creditors may
make certain changes in the format or content
of the forms and clauses and may delete any
disclosures thai are inapplicable 1o a
transaction ora plan without losing the act's
protection from liability. except formalting
changes may not be made to model forms and
samples in H~18, H-19, H-20, H-21, B-22,
H-23, G-2(A), G-3{A), G (A), G-10(A)-(E),
G-17(A)-{D), G-18(A) [excepl as permitted
pursuant to § 226.7(b)(2}), G-18(B)-(C), C~19,
(—-20, and G-21, or to the model clauses in
H—4(E), H=4(F), H-4(G}, and H—4(H). The
rearrangemsnt of the model forms and
clauses may nel be so extensive as to affect
the substance, elarity. or moaningful
seguence of the forms and cleuses. Creditors
meking revisions with that effect will lose
their protection from civil liability. Except as
otherwise spocifically required, acceptable
changes include, for oxample:

i. Using the first person, instead of tho
second parson, in referring to Lhe borrower.

ii. Using "borrower” and “creditor” instead
of pronouns.

iii, Rearranging tho sequences of the
disclosures.

iv. Not using bold type for headings.

v. Incorporating certain state “plain
English” ruquirements.

vi. Daleting inapplicable disclosures by
whiting out, blocking out, filling in “N/A"
(not applicabla) or *0." crossing out, leaving
blanks, checking a box for applicable items.
or circling applicable items, {This should
permil use of mullipurpose standard forms.)

vii, Using a vertical, rather than a
horizontel, format for the boxes in the closed-
end disclosures.

* * L] * *

Appendix H—Closed-End Model Forms
and Clauses
” L " " "

7. Models H—4{D]} through H-4{f}. These
model clauses illustrate certain notices,
statements, and other disclosures required as
follows:

i. Model H—4(D] illustrales the adjustinent
notice required under § 226.20(c), and
provides examples of payment change
noticos and annual nolices of inlercst rate
changes.

ii. Modal H—4(E) itlustrates the intcrest rato
and paymant summary table required under
§ 226.18(s) for o (ixed-rate inortgege
transaction. .

iii. Model HH(F) illustrates the interest
rate and payment summary table required
under § 226.18(s) for an adjustable-rate or a
step-rato morlgage (ransaction,

iv. Modal H—4(G) illustrates the inlerest
rate and payment summary table required
undor § 226.18(s) for a mortgage transaclion
with negativa amortization,

v. Modol H=4(H) illusirales the interest rate
and payment summary table required under
§226.18(s} for a fixed -rate, intorest-only
mortgage transaction.
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vi, Model H-4(]) illustrates the
introduclory rate disclosure required by
§ 226.18(s)(2)(iii) lor an adjustable-rate
martgage transaction wilh an introductory
rate.

vii. Model H—4(]) illustrates the balloon
payment disclosure required by § 226.18(s)(5)
for a mortgage transaclion with a balloon
payment term.

viil, Model H=4(K} illustrates the no-
guaranteo-lo-refinance slatement required by
§226.18(t) for a mortgage trensaction.

Ll L3 * * *

By order of the Board of Governors of the
Federal Reserve System, August 13, 2010,
Rotert deV, Frierson,

Deputy Sceretery of the Board.
[FR Doc, 2010-20863 Filed 9-23-10: B:45 am)
BILLING COOE P

FEDERAL RESERVE SYSTEM

12 CFR Part 226
[Docket No, R—1378]

Regulation Z; Truth in Lending

AGENCY: Board of Governors of the
Fedoral Reserve System,

ACTION: Final rule; official staff
commentary,

SummMaRY: The Board is publishing final
rules amending Regulation Z {Truth in
Lending). The final rule implemoents
Secticn 131(g) of the Truth in Lending
Act (TILA), which was cnacted on May
2{), 2009, as Section 404(a) of the
Helping Families Save Their Homes
Act, TILA Section 131(g) became
cffective immediately upon enactment
and estahlished a new requircment for
notifying consumers of the sale or
transfer of their mortgage loans.
Consistent with the statute, the final
rule requires a purchaser or assignee
that acquires a loan to provide the
disclosures in writing no later than 30
days alter the date on which the loan
was sold, transferred or assigoed,
Certain exceptions may apply if the
covered person transfers or assigns the
loan to another purty on or before the
30th day.
DATES: Effective Dale. This final rule is
effective on January 1, 2011,
Mandatory Complionce Date. The
mandatory compliance date is January
1, 2011. Covered persuns may
immediately comply with this
amcndment or continue to comply with
12 CFR 226.39 until the mandatory
compliance date.
FOR FURTHER INFORMATION CONTACT:
Jelena McWilliams, Attorney, or Paul
Mondor, Sentor Atlorney; Division of
Consumer and Community Aflairs,
Board of Governors of the Federal
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Reserve System, Washington, DC 20551,
at (202) 452-2412 or (202} 452-3667.
For usars of Telecommunications
Device for the Deaf (TDD) only, contact
(202) 263—4869.

SUPPLEMENTARY INFORMATION:

L. Background

The Truth in Lending Act {TILA), 15
U.S.C. 1601 &f seq., seeks to promote the
infortned use of consumer credit hy
requiring disclosures about its costs and
terms. TILA requires additional
disclosures for loans secured by
consumers’ homes and permits
congumers to rescind certain
transactions that involve their principal
dwelling. TILA directs the Board to
prescribe regulations to carry out its
purposes. TILA specifically authorizes
the Board, among other things, to issue
regulations that contain such
classifications, differentiations, or cther
provisions, or that provide for such
adjustments and exceptions for any
class of transactions, that in the Board's
judgment are necessary or proper o
effecluate the purposes of TILA,
facilitate compliance with TILA, or
prevent circumvention or evasion of
TILA. 15 U.5.C. 1604(a). TILA is
inplemented by the Board’s Regulalion
Z.12 CFR part 226. An Official Staff
Comnenlary interprets the requirements
of the regulativn and provides guidance
to creditors in applying the rules to
specific transactions. See 12 CFR part
226, Supp. .

On May 20, 2009, the Helping
Families Save Their Homes Act of 2009
{the “2009 Act”) wus signed inlo law.
Public Law 111~22, 123 Stat, 1632,
Scction 404(a) of the 2009 Act amended
TILA to establish a new requirement for
nolifying consumers of the sale or
transfer of their mortgage loans, The
purchaser or assigneo that acquires the
loan must provide the required
disclosures no later than 30 days after
the date on which it acquired the loan.
This provision is contained in TILA
Scction 131{g), 15 U.8.C. 1641(g), which
applies to any consumer credit
transaction secured by the principal
dwelling of a consumer. Consequently,
the disclosure requirements in Section
131{g) epply to both closed-end
morigage loans and open-ond home
equity lines of credit.

Scetion 131(g} became effectlive
immediately upon enactment on May
20, 2009, and did not require the
issuance of implementing regulations.
Mortgage loans seld, or otherwise
transferred on or after that date became
subject to the requirements of Section
131(g), and failurc to comply cen result
in civil Hability under TILA Section
130(a), See 15 U.5.C. 1640(a). In
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November 2009, the Board issued an
interim rule that was effective
immediately upon publication, so that
parties subject to the rule would have
guidance on how to interpret and
comply with the statutory raquirements.
74 FR 60143, Nov, 20, 2009.

Under the Real Estate Settlemnent
Procedures Act (RESPA), consumors
must ba notified when the servicer of
their mortgage loan has changed.! The
2009 Act's legislative history reflects
that, in addition to the information
provided under RESPA, the Congress
intended lo provide consumers with
information about the identity of the
owner of their mortgage loan, In some
cases, consumers that have an extended
right to rescind the loan under TILA
Scction 125, 15 U.S.C. 1635, can assert
that right against the purchaser or
assignoc. See TILA Section 131(c), 15
U.S8.C. 1641(c}. Among other things, the
2009 Act seeks to ensuro that consumers
attempling to exercise this righl know
the identity of the assignee and how to
contact the assignee or its agent for that
purpose, See 155 Cong. Rec. 55098-499
{daily ed. May 3, 2009); 155 Cong. Rec.
$5173-74 (daily ed. May 6, 2009). The
legislative history indicates, however,
that TILA Section 131(g) was not
intended to require notice when a
transaction “docs not involve a change
in the ownership of the physical note,”
such as when the note holder issues
mortgage-backed securities but does not
transfer legal litle to the loan. 155 Cong,
Rec. 55099,

II. Summary cf the Final Rule

The final rule requires an acquiring
party to provide the disclosures in
writing no later than 30 days after the
date on which the loan was sold,
transferrcd or assignod. Under the final
rule, the disclosures must state (1) Tho
name, eddress, and lelephone number of
the new owner; (2) the transfer date; {3)
the name, address, and telephone
number of an agent or other party
authorized to receive the consumer’s
rescission notice and resolves issues
concerning the consumer’s payments on
the loan (if other than owner); and (4)
where the transfer of ownership is

recorded,
Consistent with the statute and

legislative intent, the final rule
implements Section 404(a) of the 2009
Act by applying the new disclosure
requirements to any person or entity
that acquires ownership of an existing
consumer morigage loan, whether the
acquisition occurs as a result of a

VRESPA is implemented by Rugulation X, 24 CFR
part 3500, which is isaued hy the Depariment of
Housing and Urben Developmen( (HUD],

PeirsonPatterson, LLP
www.ppdocs.com



FIXED RATE 226.18(S) H-4-E

TRUTH-IN-LENDING DISCLOSURE STATEMEN T‘”m”;t":a?:z‘;e; by
(THIS IS NEITHER A CONTRACT NOR A COMMITMENT TO LEND)"**'*"'P

LENDER OR LENDER'S AGENT:

BORROWER(S)»

MAILING ADDRESS:
PROPERTY ADDRESS:

Laington, Texas [ wiev ppdace .com

oo KT R SEREYCo SHRSTRAIATS

Closing:
Type of Loan:

legal document.
05/21/2010
Cony

ANNUAL
PERCENTAGE
RATE

FINANCE CHARGE

The doilar amounl
the credit will cosl

Amount Financed

The amount of
credit provided

Total of Payments

The amount you
will have paid
after you have

TFotal Sale Price

The total price of your
purchase on credil,
including your

11 do not weni an itemizarion.

PAYMENT SCHEDULE:
179 monthly payments of 3]

The cost of your you. 10 you on yaur
credit as a yearly behalf: made all payments downpayment of
rale as scheduled.
4,7532% $69,721.71 $173,268.08 $242,989.7%

ITEMIZATION:  You have the righl 1o Teceive at this ime an itewnization of the Amount Finznced.

I monthly payment of $1,348.74 duc on June 1, 2015

(Initials) [ wanl an jlemization. (Initials)

f} An ltemizalion of Amount Finranced or Good Fajth Estimate of Settlement Costs is allached.

,349.95 beginning July [, 2010

SRR VPP

interest Rale

INTEREST RATE AND PAYMENT SUMMARY

Rate & Monthly Payment

Frincipal + Interes! Payment s
£st. Taxes + [nsurance {Estrow)

e [includes [Private] Morlgage nsurance) S
Total Est. Monthly Payment $

L

[ DEMAND FEA TURE:
[J REQUIRED DEPOSIT:
VARIABLE RATE FEATURE;

Your loun does nol have a variable ralc fealure,

This lean has a demand [eature.
The Annual Percentage Rate docs not lake into account your required deposit,

SECURITY: Wuri1y inlerest in the property located at:
' * ‘
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FIXED RATE INTEREST ONLY 226.18(S) H-4-H

—

TRUTH-IN-LENDING DISCLOSURE STATEMF N $eument wos arafied by

(THIS IS NEITHER A CONTRACT NOR A COMMITMENT TO LEND) !ereon e

Arknglon, Texas | vy Dpdoes cond

the credit will cost

Lo you on your

after you have

» . This d & Y
LENDER OR LENDER’S AGENT: chous NE PR SIS e TP porcven
—— legal document,
G - —_— Closing: 09/15/2010
. Type of Loan:  Qther
BORROWER(S)a *
MAILING ADDRESS:
PROPERTY ADDRESS: -
ANNUAL FINANCE CHARGE | Amount Financed Total of Payments Total Sale Price
PERCENTAGE
RATE The dollar ameunt The amounl of The amount you The olal price of your
credil provided wilt have paid purchase on credil,

including your

Total Est. Monthly Payinent

The cost of your you.
credit as a yearly behalf. made all payments downpoyment of
rate as scheduled.
10.6854% $3,175.50 $59,056.00 $62,231.50
ITEMIZATION: Yoo have the right (o reecive al this Lime #n itemization of the Amount Firanced.
{11 do not waot an itemization. ___ {Initials} I want an iternizalien. (Initials)
fg] An ltcmization of Amount Financed or Good Faith Estimate ol Settlemeni Costs is atlached.
PAYMENT SCHEDULE:
I monthly payment of 5369.86 due on October 20, 2010
| monthly payment of $382.19 due on November 20, 2010
I monihly payment of $369.86 due on December 20,2010
2 monthly payments of $382.19 beginning January 20, 2071
1 monthly payment ol $60,345.21 due on March 20, 2011
L N il Aot 4 -— AT - Y i et
INTEREST RATE AND PAYMENT SUMMARY
INTRODUCTORY MAXIMUM
Rate & Monthly Psyment EVER
(ter firsl years) (as early as )
Interes(Rale % %
Piincipal Payment «hone - 3
InterestPayment 3 5
Est Taxes + Insurance (Escrow) 3 kS
$ $

POSSIBLE EXAMPLE

Trath in Lending Disclosure Statement

A0V 0 O
7020019
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BALLOON 226.18(S) H-4-J & K
Tcumenl was drafied by

TRUTH-IN-LENDING DISCLOSURE STATEMEN Fouren vas utic
(THIS IS NEITHER A CONTRACT NOR A COMMITMENT TO Aﬂ;ﬁﬁi’g)r’l " P
ngton, Texas |y ppdocs . com
LENDER OR LENDER'S AGENT: o KO e THOL e
legal document.

1. o »
! B Closing: 09/15/2010
Type of Loan: Other

BORROWER(S): . . L X

MAILING ADDRESS: U

PROPERTY ADDRESS: '
ANNUAL FINANCE CHARGE | Amount Financed Total of Payments Total Sale Price
PERCENTAGE
RATE The dollar amount The amount of The ameount you The total price of your

the credir will cosl credit provided will have paid purchase on credil,

The cost of your you, 10 you on your after you have including your
credit as a yearly hehalf, made all payments downpayment of
rele as scheduled.
10.6854% $3,175.50 $59,056.00 $62,231.50

ITEMIZATION:  You have the right to receive al this time an ilemization of the Amount Financed.

[J1do nol wantan itemization. ____ (Initials) ] ) wantan itemization. (Initials)

B An liemization of Amount Finznced or Good Fzith Estimate of Seilement Costs is anached.

PAYMENT SCHEDULL:
} monthly payment of $369.86 due on QOctaber 20, 2080
I menthly payment of $382.19 due on November 20, 2010
1 monthly paymen( of $369.86 due on December 20,2010
2 monthly paymenls of $382.19 beginning January 20, 201]
1 moathly payment of $60,345,2] due on March 20, 2011

Final balloon payment due %

[ DEMAND FEATURE:  This loan has a demund feature.
I REQUIRED DEPOSIT:  The Annual Percentage Rate docs not tuke inlo account your required deposit.

VARIABLE RATE FEATURE:
Your Igan docs not have a variablc rate feature,

SECURITY: wivinz a security interest in tha nronertv Tncated at:

S

No puarantee that you will be able to refinance to lower your rate and payments
(add only if there is no guarantee to refinance)

POSSIBLE EXAMPLE

Truth in Lending Disclosure Statement

©PeirsonPatlerson, LLP.-Arlington, Texas 2004-2009

I
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)

Issue Date: RESPA News Monthly
September 2010, Posted On: 9/7/2010
Dodd-Frank Update

Treasury reveals timeline for
upcoming regulatory changes

The U.S. Treasury released a cornprehensive timeline showing members of the financial services industry
and others what they can expect first regarding regulatory changes under tne Dodd-Frank wall Slreet

Reform ang Consumer Protechion Act.

The timeline is based on deadlines created by the
statute and is set up in increments of three months
for the first year and six rnonths thereafter.

Effective immediately:

o Resolution authority: The resolution
authority will provide an emergency tool to
ensure the orgerly liquidation of a failed or
fanling large, interconnected financial
company when the stability of the financia!
system is threatened, As soon as practicable
after enactment, the Federal Deposit
Insurance Corp. (FDIC) {(with the concurrence
of Treasury) is reguired to establish certain
policies and procedures with respect to the
operation of an FOIC receivership under the
new resolution authority.

0 Federal QOffice of Insurance (FIQ): The
FIO will gather information about the insurance industry, including access to affordable insurance

preducts by underserved communities, and monitor the insurance industry for systemic risk
purposes. FIO will be established in Treasury, and its director will be appointed by the Treasury
secretary. Its first arnual report to Congress on the insurance industry must be submitted by Sept.
30, 2011,

Proxy access rulemaking: The Securities and Exchange Commission’s (SEC) aulhority to issue
rules that grant sharcholders proxy access to nominate directors is affirmed. A new rule was

anncunced Aug. 25.

Three months: Within three months of the Dodd-Frank Act becoming law (signed July 21), the foliowing

must take place:

o Financial Stability Oversight Council (FSOC): Made up of nine federal financial agencies and an
independent insurance member, and five nonvoting members, the FSOC will begin identifying and
responding to emerging risks throughaout the financial system, inciuding the designation of
systemically significant firms. The FSOC will be chaired by the Treasury secretary. Its first quarterly
meeling will be conducted in October 2010,

Ability to break up firms that pose a grave threat: Upon enactment, Lhe FSOC is aulhorized to
approve a Federal Reserve decision to regufre a large, complex company to divest seme of its
holdings if it poses a greve threat to the financial stability of the United States.

Six menths: Within six months, shareholders will be granted a say on pay with the right to a non-binding
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vote on executive pay and golden parachutes, At a public company’s first shareholder meeting following
the end of the six-month period after enactment of the Dodd-Frank Act, management must give
sharehglders the cpportunity to vote on how frequently shareholders will have a “say on pay” {i.e.,

annually, every two years or every three years).
Nire months: Within nine months, the following will be required:

© “Skin in the game” risk retention: Companies that sell mortgage-backed securities will be
required to retain al leasl 5 percent of the credit risk, unless the underlying loans meet standards
delermined by rcgulatars that reduce riskiness. The federal banking agencies, the SEC, the
Department of Housing and Urban Development and the Federal Housing and Finance Administration
must prescribe final rules for credit risk retention no later than 270 days after enactrment.

Pretect small businesses from unreasonable interchange fees: The Federal Reserve 8oard
must have rules written that will iimit the fees that debit issuers can charge merchants and other
card acceptors for debit transacticons to levels that arc reasonable and related to the issuers” actual
costs. Rules may become effective 12 months after enactment.

12 months: Within 1?2 months, the following will be enacted:

o Consumer Financial Protection Bureau: A new independent consumer “watchdog” will be created
with the intent to ensurc consumers get clear and accurate informaticn for mortgages, credit cards
and other financial products, and protect them from hidden fees, ahusive terms and deceptive
practices. Functions currently handled by cxisting agencies are expected to be transferred Lo the
burcau and the burecau is expected te assume full authority for consumer financial protection.
Closure of the Office of Thritt Supervision (OTS): The OTS w.ll be shut down and its authorities
transferrcd mawnly to the Office of the Comptroller of the Currency (OCC). But the thrift charter will
be preserved. Within 180 days following cnactment of the Dodd-Frank Act, the FDIC, Federal
Rescrve Beard, OCC and QTS must submit to Congress a plan for transferring rmost of the
authorities of the OTS ro the OCC and its other authorities to the FDIC and Fedaral Reserva. The
transfer date will oe ong year after enactiment.,

Cerivetive clearing and swap dealer requlation: Requires central clearing and exchange trading
for dernvatives that can be cleared and provides a rele for both regulators and clearing houses to
derermine whicn contracis should be cleared. Clearing and axchange trading requirernents are
expected to become effective 360 days following enactment, The Commuodity Futures Trading
Commussian {(CFTC) and SEC (Tor non-bank cntities) and the prudential regulators (for banking
entities) must adopt rules to unmpose minimum capilal and margin requirements on all non-cleared
swaps for swap dealers and major swap participants. Rules proscribed by the CFTC or the SEC must
be promulgated no later than 360 days alter enactment.

Mardatory registration of investment advisers: Advisers to hedge funds and large privats
equity funds wil! be required to register with the SEC as investment advisers and provide
information about the funds they advise including the amount of assets under management,
leverage, risk cxposure and other information that may be necessary to assess sysiemic risk of the
fund. This data will be shared by the SEC with the FSQC, and the SEC will repart to Congress
annually on how it uses this data to protect investors and market integrity.

Iudenendent compensation committeas requirement: The SEC will write rules that will prohibit
any public cornpany from being hsted on an exchange unless the compensation committee of such
company includes anly independent direclors and has authority to hire compensation consullants in
order to strengthen its independence from the executives il is rewarding or punishing. Final rult_s

required not later than 360 days after enactment.
Office of Financial Research (OFR): The new OFR to analyze date on systemic risk is targeted to

be estavlished and fully aperaticnal.

Qffice of the Investar Advocate (CIA): The SEC’s new OIA will act as an embudsmarn and assist
investors in resolving significant problems deating with the SEC and SROs and wil! identify prablems
investars have with financial service providers and investment products. The OIA must submit

that
$ no latcr than June 30, 2011,

its first annuat report to Congres
I8 rncnths: Within 18 months, Lthe foilowing will be implernented:

0 Volcker Rule: Regulators will implement regulations intended to prehibit banks from engaging in

TIB Annual Conference Page 29 PeirsonPatterson,LLP

http:mlg;v.rcspancws.com/MEz//\ud1cnces/chncnlrs/Pu blications/Printasp‘?MothPPd%ﬁ'G%I 0



Prinl Article Page 3 of 3

impermissible proprietary trading and investment in and sponsorship of hedge funds and private
equity funds, except, for example, de minimis investments in funds — up to 3 percent of tier 1
capitai in the aggregate. FSOC recommendations must be issued no later than six months after
enactment, with final rulemaking no later than nine months after the council’s recommendations.
Liabilities cap on large financial firms: Subject tc rulemaking by the Federal Reserve, upon the
recommendations of the FSOC, a financial company may not merge or consolidate with, acquire all
or substantially all of the asscts of, or otherwise acquire control of, another company, if the total
consolidared liabilities of the acquiring financial company upon consummation of the transaction
would exceed 10 percent of the aggregate consclidated liabilities of all financial companies at the
cend of the celendar year preceding the transaction, FSOC recommendations required no {ater than
six months after enactment, with final rulemaking no later than nine months after the FSOC's
recommendations.

Heighten standards/minimum leverage and risk-based capital requirements: The Federal
Reserve must issue final rules that imposce heightened risk-based capital requirements, leverage
limits, hiquidity requiremaents and overali risk management standards on the large, nterconnected
firms it SUpCrvisas.

Living wills: Large, complex financial companies must periodically submit plans for their rapid and
orderty shutdown, Significant costs for failing to produce a credible plan create incentives for firms
to rationalize structures or operations that cannot be unwound easily. The Federal Reserve and FDIC
must 1ssue final rules implementing the resolution plan requirement,

Remiitance error resolution standards: Recordkeeping and other requirements will aim to
protecl consumers frem errors in the electronic transfer of funds abroad. Final rules are required.

24 mionths: Within 24 months, Lhe FSOC must conduct a study on the feasibility, benefits, costs ang
structure of a contingent capital regquirement for large, interconnected financial companies supervised by
the Federal Reserve. After the findings of e study are reported to Congress, the FSOC may recommend
that the Federal Reserve reguire the firms it supervises to maintain @ minimurm amount of contingent
capital. The FSOC must submil a report of its findings. Also within 24 months, new forms will be ¢reated to
combine averlapping disclosures for mortgage loans currently required under RESPA and the Truth in
Lending Act. Rules will be proposed within the one-year period after the bureau assumes fuli authority for

consumer financial protection.

Comments or questions? Contact Kelly McCarel: «mccarriQortobarrescarch.con.,

Affordunic roprinis o0 tnls artie.s ove pvails b, THok neve 100 mare im0 o).
Comment Box - October Research Corporation is not responsible for the comments posted on its web sites
by readers. We wifl do our best to rermuove comments that include profanity, personal ettacks or other

inappropriate remarks.
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This rorm wag developed m dlscussions between siaff from the Federal Reserve Board and HUD in 2010. No federal agency has proposed or is
proposing that this form be adopted. Itis lntended meraly lo facrmate & broader discusslon about consumer lesting of a variety of forms.

Coan B AL - T
Property: 456 Avenue A Loan Joseph P. Gonzatezr
Q uote Anytown, ST 12345 Officer  No.123-123-123445

Loar" Summary l Loan‘ﬁrpa B ﬁ_'_lo’l.lnt'

Chm et e T e mimmd g — oy e s A -

ln[tlal loan amount §200,000.00

Loan term : 30 years .

Adjustabla Hale Morlgage (AH.M)

Is this the loan Loan type

yourequestedr — e
bterest Rates &Payments see pageB for deraﬂs S

Does the monthly

payment incfude , lnterest rate 4.75 % to start Can goupta10. 75%

taxes + insurance? Monthly prlnapal + mterest 51 043,29 to start Can 9o ~f%i‘ 74 1,73

Do you understand Monthly taxes + Insurance '§ 270.83 tostart n eatany time
this foarn’s risks?
Total monthly payment $1,314.12 tostart  (wadoup1052,071.96
LRI.sk Factors ) . ) R ]
s - .

Yes. Your In ate can go up after 5 years (March 2015)

and year]*}ﬁ that.

ayment can go up after 5 years (March 2015)
rly after that.

CouId l owe a3 prepayment penalty \x&lfyou pay off your foan, reﬁnance, or sell your home
O within 2 years, you could pay a penaity of up to $3,800,

St N e #T e tm T e e o ,,_|

[ Estirhated Settlement Charges see page 2 for deoils o
o
Total estimated s%@ﬂt charges  56,916.51
.
[ Overall ifetime ostr - -0 - on bt e - e e

e e <
- e The %@e‘rcentage Rate {APR} tells you moteabout the total costofaloan 7 "~ .~
th nterést rate alone, because it Includes settlement charges in addi‘tlon

Can my Interest rate Increase?

Can my monthly payment
increase?

Lo ' 10, teres-t payment_s e :,._... . *__
R ‘Q’ RIS e —

Market Q\H ow does this loan compare 1o [oans recently offéred to other borrowers?

Comparison During the week of January 18, 2010, applicants with excellent credit received loan offers with an

average APR of 4.12%, Applicants with poor credit received loan offers with APRs of 5.62% or higher.

. ( This foar: 5,15% APR
Is this APR folr
considering your (-—f—-ﬁ: + t { t } 0 >
credit rating? 4.12% APR 4,50% 5.00% 5.62% APR
Average Rate
for excellent credit ,
ABC
BANK OMB Approvel No, 25020265  Form E-1 04711770
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Thfs form was developed ln dxscusslons between staﬂ' from !ha Fedelal Rasarva Board and HUD In 2010, No federal agency has
proposed or /s proposing that this form be adopled. 1 is intended merely to facllitate a broader discussion about consumer testing of a

variety of forma,

‘With an adjustable rate mortgage, your interest rate and monthiy payment can change. No one can
predict what your actual payments will be after the introductory period ends, but the table below
shows two possible scenarlos for what could happen to your payments In-the future.

Interest Rates
and Payments

: , “SEENARIO B e :
If miarket xates staygd i the. If market mtes !ncraased to
When could your SAMEdstoday. - . . the'loan MAXIMUMs
payments increase? interest - Monthly Interest Monthly
Can yoy afford . Rates,  Payments* Rates ~ Payments*
¢ :
he maximum introductory Period {years 1 - 5) 4.75% $1,314.12 4.75% $1,314.12
payment?
[ First Adjustment {year 6} 5.00% $1,340.61 6.75‘% $1,535.18
[ MaxImum Ever (as early as year 8) [ 5.00% $1,340.61 1% $2,011.96
“Payments include $270.83 for estimated taxes and insurance fescrow). T@untcan change otony time,
Other The chart below shows other options for this loan: you could gher Interest rate for lower
ABC Bank settlement charges; or pay higher settlement charges % ‘er interest rate,
Loans You May Lenders have the option ta complete this table. Ask for ad information if the table Is not completed.
Qualify For -
This Losn—— - Thasame loan W|th [ower The same, Ioan wlth
P _5 Loan” settlement charges_ . a.loWer lnterestrate
. e Initial loan amount . . $200 UO@\ 5200,000.00 5200 000.00 [
Do youwant Inftfal interest rate! 4 75%( 5.375% I 4.125% |
;‘:ég::f:t{ Z‘;’;S Initial monthly payment @G‘ﬁ $1,390.77 ($76.65 more) ‘ $7,240.13 (573.99 Jess}
interest rate, or Igg:' ‘;Ssﬁmate" 59“‘“"”"\{6}16.51 $4,916.51 (52,000less) | $5,916.5) V(52,000 more)
monthiy payment? 9

T For an adj usrab{e rate f compansons above are for the Int‘t!a! interest rate before anyadju:rments

\ |

Form E-1 04/11/10
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This form was developed In discussions between staff from the Federal Reserve Board and HUD in 2010, No federal agency has
proposed or Is proposing that this form be adopted. It Is Intended merely to faciltate a broader discussion about consumer testing of 3

varlety of forms,

I ED BY

Technical Detalls

Rate Caps
When the 5-year Intreductory perlod ends, your Interest rate can Increase by Up to 2% per year,

up to the maximum ever faté of 10.75%.

Rata Calculatxon
When the 5-year Introductory perlod ends, your rate will be determined annually based on the

market rate (59th District Cost of Funds} plus 2,00%.

Total Payments
If the market rate did not change and you made all payments as scheduled, you waouid make 360

payments totaling $481,032.00, including estlmated escrow. interest and settlement charges of
51859,001.65 plus your amount financed aof $194,530.35 are used to calculate your APR,

o)

This loan's interest rate of 4.75% is avallable for 7 day (through }anua@ 0). After this, the

Deadlines ‘
interest rate, the payment for your interest rate, and the manthly s can change unti! you
lack your interest rate.
- This estimate for all other settlement charges Is available for ys (through February 28, 2610,
+ After you lock your interes! rate, you must goto settiemb\ hin 30 days (your rate lock period) to
receive the locked Interest rate.
- Youmust lock the interest rate at least 3 days be& tlement
Reminders + Get quotes from at least three lender (gpare them to find the best deal.
' ' « Ask questlons about anythmg you do derstand
+ Ifyou are unable to make the p ts on this loan, you could lose your home.

-

-

For more information, foanhelp.gov,

O

There is no guarantee th;t ¥ be able to refinance this loan to lower your rate or payments.

Acknowledgement
of Receipt

TIB Annual Conference
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By signing bel are only confirming that you have received this form. You are not
agreeing to &t s or.any ather loan from-us. - -

Q‘K‘four Signature Date

Form E-1 04/11/10
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Federal Register/Vol. 75, No. 185/Friday, September 24, 2010/Proposed Rules

58539

FEDERAL RESERVE SYSTEM

12 CFR Part 226
[Docket No. R—1390]

Regulation Z; Truth in Lending

AGENCY: Board of Governors of the
Federal Reserve System.

ACTION: Proposed rule; request for
public comment.

SUMMARY: The Board proposes to amend
Regulation Z, which implements the
Truth in Lending Act (TILA), and the
staff commentary to the regulation, as
part of a comprehensive review of
TILA’s rules for home-secured credit,
This proposal would revise the rules for
the consumer’s right to rescind certain
open-end and closed-end loan secured
by the consumer’s principal dwelling. In
addition, the proposal contains
revisions to the rules for determining
when a modification of an existing
closed-end mortgage loan secnred by
real property or a dwelling is a new
transaction requiring new disclosures.
The propesal would amend the rules for
determining whether a closed-end loan
secnred by the consumer’s principal
dwelling is a “higher-priced” mortgage
loan subject to the special protections in
§226.35. The proposal would provide
consnmers with a right to a refund of
fees imposed during the three business
days following the consumer’s receipt of
early disclosures for closed-end loans
secured by real property or a dwelling.
The proposal also would amend the
disclosure rules for open- and closed-
end reverse mortgages. In addition, the
proposal would prohibit certain unfair
acts or practices for reverse mortgages.
A creditor would be prohibited from
conditioning a reverse mortgage on the
consnmer’s purchase of another
financial or insurance product such as
an annuity, and a creditor could not
extend a reverse mortgage unless the
consumer has obtained counseling, The
proposal also would amend the rules for
reverse mortgage advertising.
DATES: Comments must be received on
or before December 23, 2010.

ADDRESSES: You may submil comments,
identified by Docket No. R-1390, by any
of the following methods:

e Agency Web Site: hitp://
www federalreserve.gov. Follow the
instructions for submitting comments at
http:/fwww. federaireserve.gov/
generalinfo/foia/ProposedRegs.cfm.

e Federal eRulemaking Portal: hitp.//
www.regulations.gov. Follow the
instructions for submitting comments.

s E-mail:
regs.comments@federalreserve gov.

Include the docket number in the
subject line of the message.

o FAX:(202)452-3819 or (202) 452—
3102.

e Mail: Jennifer J. Johnson, Secretary,
Board of Governors of the Federal
Reserve System, 20th Street and
Constitution Avenue, NW., Washington,
DC 20551.

All public comments are available
from the Board’s Web site at http://
www.federalreserve. gov/generalinfa/
foia/ProposedRegs.cfin as submitted,
unless modified for technical reasons.
Accordingly, your comments will not be
edited to remove any identifying or
contact information. Public comments
may also be viewed electronically or in
paper iu Room MP-500 of the Board’s
Martin Building (20th and C Streets,
NW.) between § a.m. and 5 p.m. on
weekdays.

FOR FURTHER INFORMATION CONTACT: For
home-equity lines of credit: Jennifer S,
Benson or Jelena McWilliams,
Attorneys; Krista P. Ayoub or John C.
Wood, Counsels. For closed-end
mortgages: Jamie Z. Goodson, Catherine
Henderson, Nikita M. Pastor, Samantha
]. Pelosi, or Maureen C. Yap, Attorneys,
Paul Mondar, Senior Attorney. For
reverse mortgages, Brent Lattin or Lorna
M. Neill, Senior Attorneys. Division of
Consumer and Commuuity Affairs,
Board of Governors of the Federal
Reserve System, at (202) 452-3667 or
452-2412; for users of
Telecommunications Device for the Deaf
(TDD) anly, contact (202) 263—-4869.

SUPPLEMENTARY INFORMATION:

1. Background on TILA and Regulation
Z

Congress enacted the Truth in
Lending Act (TILA) based on findings
that economic stability would be
enhanced aud competition among
consumer credit providers would he
strengthened by the informed use of
credit resulting from consumers’
awareness of the cost of credit. One of
the purposes of TILA is to provide
meaningful disclosure of credit terms to
enable consumers to compare credit
terms available in the marketplace more
readily and avoid the uninformed use of
credit.

TILA’s disclosures differ depending
on whether credit is an open-end
(revolving) plan or a closed-end
(installment) loan. TILA also contains
procedural and substantive protections
for consumers. TILA is implemented by
the Board’s Regulation Z. An Official
Staff Commentary interprets the
requirements of Regulation Z. By
statute, creditors that follow in good
faith Board or official staff

interpretations are insulated from civil
liability, criminal penaities, or
administrative sanction.

II. Summary of Major Proposed
Changes

The goal of the proposed amendments
to Regulation Z is to update and make
clarifying changes to the rules regarding
the consumer’s right to rescind certain
open- and closed-end loans secured by
the consumer’s principal dwelling. The
amendments would also ensure that
consumers receive TILA disclosures for
modifications to key loan terms, by
revising the rules regarding when a
modification to an existing closed-end
mortgage Joan resnlts in a new
transaction. The amendments would
ensure that prime loans are not
incorrectly classified as “higher-priced
mortgage loans” subject to special
protections for subprime loans in the
Board’s 2008 HOEPA Final Rule in
§226.35, or as HOEPA loans under
§226.32. The proposal would provide
cousumers a right to a refund of fees for
three business days after the consumer
receives early disclosnres for closed-end
mortgages, ensuring that consumers do
not feel financially committed to a
transaction before they have had a
chance to review the disclosures and
consider other options.

The amendments also would improve
the clarity and usefulness of disclosures
for open- and closed-end reverse
mortgages. They would protect
consumers from unfair practices in
connection with reverse mortgages,
including conditioning a reverse
mortgage on the consnmer’s purchase of
a financial or insurance product such as
an annuity, and originating a reverse
mortgage before the consumer has
received independent counseling. A
consumer could not be required to pay
anonrefundable fee untjl three business
days after the consumer has received
counseling. Finally, the amendments
would ensure that advertisements for
reverse mortgages contain balanced
information and are not misleading.
Many of the proposed changes to
disclosures are based on consumer
testing, which is discussed in more
detail below.

The Consumer’s Right to Rescind, The
proposed revisions to Regulation Z
would:

» Simplify and improve the notice of
the right to resciud provided to
consumers at closing;

e Revise the list of “material
disclosures” that can trigger the
extended right to rescind, to focus on
disclosures that testing shows are most
important to consumers; and

- q
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» Clarify the parties’ obligations when
the extended right to rescind is asserted,
to rednce nncertainty and litigation
costs.

Loon Modifications That Require New
TILA Disclosure. The proposal wonld
provide that new TILA disclosures are
required when the parties to an existing
closed-end loan secured by real
property or a dwelling agree to modify
key loan terms, without reference to
State contract law.

» New disclosures would be required
whan, for example, the parties agree to
change the interest rate or monthly
payment, advance new money, or add
an adjustable rate or other risky feature
such as a prepayment penalty.

» Consistent with carrent rules, no
new disclosures would be required for
modifications reached in a court
proceeding, and modifications for
borrowers in default or delinquency,
unless the loan amount or interest rate
is increased, or a fee is imposed on the
CONSuUMmer.

e Certain beneficial modifications,
such as “no cost” rate and payment
decreases, would alsc be exempt from
the requirement for new TILA
disclosures.

Coverage Test for 2008 HOEPA Final
Rule and HOEPA. The Board proposes
to revise how a creditor determines
whether a closed-end loan secured by a
consumer’s principal dwelling is a
“higher-priced mortgage loan” subject to
the Board's 2008 HOEPA Final Rule in
§226.35, and how points and fees are
calculated for coverage under the
HOEPA rules in §§ 226.32 aud 226.34.

¢ The proposal would replace the
APR as the metric a creditor compares
to the average prime offer rate to
determine whether the transaction is a
higher-priced mortgage loan.

« Creditors instead would use a
“coverage rate” that would be closely
comparable to the average prime offer
rate, and would not be disclosed to
COTISUIMETS,

s The proposal would clarify that
most third party fees would not be
counted towards “points and fees” that
trigger HOEPA coverage.

Consumer’s Right to a Refund of Fees.
For closed-end loans secured by real
property or a dwelling, the proposal
would require a creditor to:

¢ Refund any appraisal or other fees
paid hy the consumer (other than a
credit report fee), if the consumer
decides not to proceed with a closed-
end mortgage transaction within three
business days of receiving the early
disclosures (fees imposed after this
three-day period would not be
refundable); and

e Disclose the right to a refnnd of fees
to consumers before they apply for a
closed-end mortgage loan.

Reverse Mortgage Disclosures. The
proposal wonld require a creditor to
provide a consnmer with new and
revised reverse mortgage disclosures.

» Before the consumer applies for a
mortgage, the creditor must provide a
new two-page notice summarizing basic
information and risks regarding reverse
morigages, entitled “Key Questions To
Ask about Reverse Mortgage Loans;”

¢ Within three business days of
application, and again before the reverse
mortgage loan is consnmmated (or the
account is opened, for an open-end
reverse mortgage):

¢ Loan cost information specific to
reverse mortgages that is integrated with
information required to be disclosed for
all home-equity lines of credit (HELOCs)
or closed-end mortgages, as applicable;
aud

© A table expressing total costs as
dollar amounts, in place of the table of
reverse mortgage “total annnal loan cost
rates.”

Regquired Counseling for Reverse
Mortgages. The proposal would prohibit
a creditor or other persen from:

+ Originating a reverse mortgage
before the consumer has obtained
independent counseling from a
counselor that meets the qualification
standards established by HUD, or
substantially similar standards;

» Imposing a nonrefundable fee on a
consumer (except a fee for the
counseling itself] unti] three business
days after the consumer has received
counseling from a qualified counselor;
and

« Steering consumers to specific
counselors or compensating counselors
or counseling agencies.

Prohibition on Cross-Selling for
Reverse Mortgages. The proposal would:
s Prohibit a creditor or broker from

requiring a consumer to purchase
aucther financial or insurance product
{such as an annuity) as a condition of
obtaining a reverse mortgage; and

¢ Provide a “safe harbor” for
cormpliance if, among other things, the
reverse mortgage transaction is
consummated {or the account is opened)

. at Jeast ten calendar days before the

consumer purchases another financial
or iusurance product,

Reverse mortgage advertising. The
proposal would amend Regulation Z to
revise the advertising rules for reverse
mortgages so that consumers receive
accurate and balanced information. For
example, the proposal would require
advertisements that state that a reverse
mortgage “requires no payments” to

clearly disclose the fact that borrowers
must pay taxes and required insnrancs.

Other Proposed Revisions. The
proposal would contain several changes
to the rnles for HELOCs and closed-end
mortgage loans. These changes inclnde;

¢ Conforming advertising rules for
HELQCs to rules for closed-end
mortgage loans adopted as part of the
Board’s 2008 HOEPA Final Rule;

¢ Clarifying how creditors may
comply with the 2008 HOEPA Final
Rule’s ability to repay requirement
when making short-term balloon loans;

+ Clarifying that certaiu practices
regarding prepayment of FHA loans
constitute prepayment penalties for
purposes of TILA disclosures and the
Board’s 2008 HOEPA Final Rule;

+ Requiring servicers to provide
consumers with the name and address
of the holder or master serviger of the
consumer’s loan obligation, upon the
consumer’s written request; and

¢ Revising the disclosure rules related
to credit insurance and debt
cancellation and suspension products,

III. The Board’s Review of Home-
Secured Credit Rules

A. Background

The Board has amended Regulation Z
numerous times since TILA
simplification in 1980. In 1987, the
Board revised Regulation Z to require
special disclosures for closed-end ARMs
secured by the borrower’s principal
dwelling. 52 FR 48665, Dec. 24, 1987, In
1995, the Board revised Regulation Z to
implement changes to TILA by the
Home Ownership and Equity Protectiou
Act (HOEPA). 60 FR 15463, Mar. 24,
1995. HOEPA requires special
disclosures and substantive protections
for home-equity loans and refinancings
with APRs or points and fees above
certain statutory thresholds. Numerous
other amendments have been made over
the years to address new mortgage
products and other matters, such as
abusive lending practices in the
mortgage and home-equity markets,

The Board's current review of
Regulation Z was initiated iu December
2004 with an advance notice of
proposed rulemaking.? 68 FR 70925,
Dec. 8, 2004. At that time, the Board
announced its intent to conduct its

1 The review was initialed pursuanlt to
requirements of seclion 303 of the Riegle
Communily Developmenl and Regulalory
Improvement Act of 1994, section §10(c) of the
Regulalory Flexibilily Act of 1980, and seciion 2222
af Ihe Economic Growlh and Regulalory Paperwork
Reduclion Acl of 1896. Au advance nolice of
proposed rulemaking is published to obtain
preliminary juformation prior lo issuing & proposed
tule or, in some cases, deciding wheiber to issue a
praposed rule.

Sk



List of Helpful Websites — Wyﬁuts

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

RESPA Roundup July 2010

Home Warranty Interpretative Rule (6/25/2010)
HUD's new settlement cost booklet

New RESPA Rule FAQs (updated 4/2/2010)
RESPA Final Rule (text and pdf version}

RESPA Final Rule {Electronic Code of
Federal Requlation version)

+ Good Faith Estimate

r Goed Faith Estimate Instructions

v Fillable Good Faith Estimate

» HUD-1

r HUD-1 Instructions

v Fillable Hud-1

r HUD1-A

+ Requlatory Impact Analysis

» RESPA ANPR on "Required Use" Prohibition {6/3/2010)

v v v v v v

HUD FORMS
http://portal.hud.gov/portal/page/portal/HUD/program offices/administration/hudc

lips/forms

New VA website Circular 26-10-12
www.benefits.va.gov/ihomeloans
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Helpful Tools

Terms of Use:

These resources are provided as tcols and may not be suitable for the purposes intended,
Informaticn obtained from the use of these rescurces should be discussed with a gualified
professional as these tools can only illustrate trends and may not be accurate with regard to

yvour particular circumstances,

No tax, legal, financial, investment or similar advice is provided herein. PPDocs and its
affiliates make no representation or warranty as to suitability of use or accuracy of content.
Further, PPDocs disclaims any other warranties, express or implied, including but net limited
to the warranties of merchantability or fithess for the intended purpose or use.

When you select one of the items, you accept these terms.

. Mortgage Loan Disclosure Matrix

. Aggregate Escrow Calculator

1 Financial Calcuiators

« - Annual Percentage Rate Calcuiation Program (APRWIN}
“ Right of Cancellation Matrix

. List of Finance Charges

. List of Federal Holidays (Right of Rescission)

. Estimating Practices

. Texas Allowable Fees and Charges

. Texas Home Equity Allowed Fees and Charges
. Easy Rescission Calendar

Federal Reserve Board - Statistics: Releases and Historical Data

. HMDA/HPML Rate Spread Caiculater

. HMOA FAQs

. State High Cost Recap

. Federal Section 226.32 (HOEPA) Recap
. Federal 226.35 High Cost Recap

. FNMA 5% Fee Limit

. FHLMC High Cost Rules

N MDIA Memo



Resvuree Links

Federal Resources

. The Federal Reserve Board

v Federal Emergency Management Agency

. Freddie Mac

. Freddie Mac - Single Family Unifcrm Mortgage Instruments
. Fannie Mae

.. Fannie Mae - Mortgage Documents

" Federal Deposit Insurance Corporation

Federal Financial Institutions Examination Council

Office of the Law Revision Counsel - U.S. Code

. Office of Thrift Supervision

U.S. Department of Housing and Urban Development

HUD's Client Information and Policy System

National Archives and Records Administration - Code of Federal Regulations
RESPA - Real Estate Settlement Procedures Act

Putting Your Home on the Loan Line Is Risky Businass (English)

Putting Your Home on the Loan Line Is Risky Business {(Spanish)

State Resources



WHAT’S NEW ON THE HORIZON

Dodd-Frank p Gop 25

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,

| The Consumer Financial Protection Bureau

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

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

1 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.
I 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
(ienders, 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.

| 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

cominunities.
1 Able to Act Fast: With this Bureau on the lookout for bad deals and schemes,

CONSumMmers
won't have to wait for Congress to pass a law to be protected from bad business

practices.

| 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.
1 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.
| Works with Bank Regulators: Coordirates 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.
| 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 pag? 17 /

A
Reg Z 226.39 — see handout page 1@% o L
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 7. 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 -— QC 2

g L.oan modification disclosures — "M\ ) Pf <
){@ 9 Consumers right to refund of fees — ™ ek ) %@J %@w M irw‘m @f’f

Reverse mortgages
Coverage test for HOEPA loans™. M@ CEN PALAASN ;\JJL f

et Unlude oheat Snd pody

Fair Credit (FACT) See handout pages 6 (w2 [y § (pass
This form should be prepared by yvour credit bureau
Effective January 4, 2011 0
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