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Version log

The Bureau updated this guide on a periodic basis to reflect finalized clarifications
to the rule which impacts guide content, as well as administrative updates. Below
is a version log noting the history of this document and its updates:

Date Version Rule Changes

May 2018 2.1 Updates to incorporate changes from the April 26, 2018 amendments
to the TILA-RESPA Final Rule, including:

» Updates to incorporate cross references to the Small Entity
Compliance Guide (section 2.1.2 and 3.1.2)

Also, miscellaneous administrative changes.

November 2017 2.0 Updates to incorporate the July 2017 final rule, including changes
and clarifications on:

* The Loan Estimate in the General Requirements, General
Information, Loan Terms, Projected Payments table, Costs at
Closing, Loan Costs and Other Costs, Calculating Cash to Close
table, Alternative Calculating Cash to Close table, Comparisons,
and Confirm Receipt.

= The Closing Disclosure in the General Requirements, General
Information, Costs at Closing table, Other Costs, Calculating Cash
to Close table, Summaries of Transactions, Borrower's Transaction,
Seller’s Transaction, Escrow Account, Loan Calculations, and
Confirm Receipt.

= Coverage of closed-end credit transactions secured by a
cooperative unit in various sections of the guide.

Also, includes changes to Revised Loan Estimate (Section 2.1.2) and
other miscellaneous administrative changes.
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Date Version Rule Changes

October 2016 1.4 Updates to incorporate guidance from existing webinars and
guidance, including additional clarification on:

The Loan Estimate in the General Information, Loan Terms,
Projected Payments Table, Loan Costs, Other Costs, Adjustable
Payment Table, Adjustable Interest Rate Table, Contact
Information, and Other Considerations sections.

The Closing Disclosure in the General Information, Projected
Payments Table, Loan Costs, Other Costs, Loan Disclosures,
Escrow Disclosures, and Other Disclosures sections.

Also, miscellaneous administrative changes.

July 2015 1.3 = Changes to bring guide into alignment with Final Rule issued
7/21/2015 and other technical corrections
January 2015 1.2 * Permits certain language related to construction loans for
transactions involving new construction on the Loan Estimate
(Section 2.4.3 Other Considerations)
September 2014 1.1 » Updates to information on who to contact with questions on the
rule (Section 1.3)
= Clarification of description of time periods less than whole years
(Section 2.2.2. Loan Terms)
= Clarification of requirement relating to provision of appraisals for
certain loan types. (Section 3.6.2. Other Disclosures)
April 2014 1.0 Original Document

3 TILA-RESPA INTEGRATED DISCLOSURE

| VERSION 2.1



What's inside

VEISION [0g ettt sttt ssssss st st ssessssassasssssasns 2
LI 1 (e Yo [Tt T o O 7
1.1 Whatis the purpose of this GUIdE? .......ccoceieieiiieiiieceeee 9
1.2 Who should read this GUIe?........ccociiiiiiiiiiicce 10

1.3 Where can | find additional resources that will help me understand

the TILA-RESPA RUIE?.....iiiieee e 10

2. Loan EStimate.....iciciiniiiiiicninintcninenncncninesncssesesnessessessessssssssssssssessasseane 12
2.1 General REQUIrEMENTS...cc.oiiiiiiiiececee e 12
211 Issuance and Delivery ... 12

2.1.2  Revised Loan Estimate........ccocveveiiiiinininiiiicecee, 12

2.1.3  Use of Compliance Guide .......ccccceriviiciinniecinicciec 13

204 ROUNAING ittt 13

215 CoNSUMMATION .ottt 13

2.2 Loan Estimate (PAge 1) oot 14
2.2 General Information ..o 15

2.2.2  LOAN T@IMS coiiiiiiiiitetcet e 22

2.2.3  Projected Payments .......ccccoeoiiiiiiiniciiicccc e 25

2.24  Costs at ClOSING. i 33

2.3 Loan Estimate (PAge 2) ...ccoiririeieiiiiiieeceeteeee s 35
2.37  Loan COSTS ittt 37

2.3.2  Other CoStS i 42

4 TILA-RESPA INTEGRATED DISCLOSURE | WHAT'S INSIDE



2.3.3  Calculating Cash to Close ......cccvueireiniinciicicccee 48

2.3.4  Alternative Calculating Cash To Close Table for Transactions
Without A Seller or For Simultaneous Subordinate Lien

LOANS s 53

2.3.5 Adjustable Payment (AP) Table ..o 56

2.3.6  Adjustable Interest Rate (AIR) Table ......cccoovvivieieiiiieee 57

2.4 Loan Estimate (PAge 3) oo 60

241  Contact Information.......ccceeireieeeeeceeeee e 61

242  COMPAISONS..ccuiiiiiiiieiteieeitetete ettt 61

2.4.3  Other Considerations .......c.ccoeveeiiiiiieneeeeee e 63

244 SEIVICING oottt 64

245  Confirm RECEIPT.c.oviieieieteeeeeee e 65

3. CloSiNg DiSClOSUIE......ucuiiruiiriiriirininticnsiscssisessisessesessesessssessesessisessesesessssssssescass 66

3.1 General ReqQUIrEMENTS ..ot 66

3.1.1 Issuance and Delivery ... 66

3.1.2  Corrected Closing Disclosure ........c.cccveeineincinccncccneee. 66

3.1.3  Use of Compliance Guide ......ocooveieiiiiiiiieieiceeeeee 67

314 ROUNAING ciiiiiiiiiiieeieeee e 67

315 CoNSUMMALION weeiiiiiiiiieiieee e 67

3.2 Closing Disclosure (Page 1) ..o 68

3.21  General INformation.......cccooeereineineeeee e 69

3.2.2  L0AN TOIMS ittt 72

3.2.3  Projected Payments .......ccoiieieiiiiiieiececee e 72

3.24  Costs at ClOSING..cueeiiiiiiieiiieiceceeeee e 73

3.3 Closing Disclosure (Page 2) ..ot 75

3.3 T L0AN COSES ittt 77

3.3.2  Other COStS it 79

3.4  Closing Disclosure (Page 3) ...ccceeiiiieieieeieeee e 83

5 TILA-RESPA INTEGRATED DISCLOSURE | WHAT'S INSIDE



3.4.1  Calculating Cash to Close......ccouvueirieiniinciicicccee 85

3.4.2 Alternative Calculating Cash to Close Table For Transaction
Without a Seller or for Simultaneous Subordinate Lien Loans
..................................................................................................... 87
3.4.3  Summaries of Transactions .......ccccceeviviiiiinieieice e, 90
3.4.4  Borrower’s Transaction .....c.coceeveviirieiiniiniiiicicseeeee e 91
3.45  Seller's TransactionS......c.cciieiereieieieeeeeee e 96
3.5 Closing Disclosure (Page 4) ......cccvecireiniiineiineieeeneeneeeee e 101
3.51  Loan DiscloSUIes.....cociiiiiiiiiiiieieeee e 102
3.5.2  Partial Payments ..ot 103
3.5.3  ESCrow ACCOUNT ..cciiiiiiiiiiieit et 104
3.5.4 Adjustable Payment (AP) Table ..o, 106
3.5.5 Adjustable Interest Rate (AIR) Table ......cccccccoviiiiiiiiicinnn. 106
3.6 Closing Disclosure (Page 5) ...ccocireineiniiniciieietrieeeeeeee e 107
3.6.1  Loan Calculations ......ccoiiiiiiiieeieceeee e 108
3.6.2  Other DisCloSUreS.....ccciiiiiiiiiiiceeeeee e 109
3.6.3  Contact Information........cccoceiiiiiiiiiiiiieee e 111
3.6.4  Confirm RECEIPT...cciiiiiieieieiieieeee e 112

4. Where can | find a copy of the TILA-RESPA Rule and get more information

ADOUL I et 113

6 TILA-RESPA INTEGRATED DISCLOSURE | WHAT'S INSIDE



Introduction

For more than 30 years, Federal law required lenders to provide two different
disclosure forms to consumers applying for a mortgage. The law also generally
required two different forms at or shortly before closing on the loan. Two different
Federal agencies developed these forms separately, under two Federal statutes:
the Truth in Lending Act (TILA) and the Real Estate Settlement Procedures Act of
1974 (RESPA). The information on these forms was overlapping and the language
inconsistent. Not surprisingly, consumers often found the forms confusing. It is also
not surprising that lenders and settlement agents found the forms burdensome to
provide and explain.

The Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-
Frank Act) directed the Bureau of Consumer Financial Protection (Bureau) to
integrate the mortgage loan disclosures under TILA and RESPA sections 4 and
5. Section 1032(f) of the Dodd-Frank Act mandated that the Bureau propose for
public comment rules and model disclosures that integrate the TILA and RESPA
disclosures by July 21, 2012. The Bureau satisfied this statutory mandate and
issued proposed rules and forms on July 9, 2012. To accomplish this, the Bureau
engaged in extensive consumer and industry research, analysis of public comment,
and public outreach for more than a year. After issuing the proposal, the Bureau
conducted a large-scale quantitative study of its integrated disclosures with
approximately 850 consumers, which concluded that the Bureau’s integrated
disclosures had on average statistically significant better performance than the
preexisting disclosures under TILA and RESPA.

On December 31, 2013, the Bureau published a final rule with new, integrated
disclosures - “Integrated Mortgage Disclosures Under the Real Estate Settlement
Procedures Act (Regulation X) and the Truth In Lending Act (Regulation Z)" (TILA-
RESPA Final Rule). On January 20, 2015 and July 21, 2015, the Bureau issued
amendments to the TILA-RESPA Final Rule. Additionally, the Bureau published
technical corrections on December 24, 2015, and a correction to supplementary
information on February 10, 2016. On July 7, 2017, the Bureau issued further
amendments to formalize guidance, and provide greater clarity and certainty
regarding the TILA-RESPA Final Rule. These amendments were published in the
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Federal Register on August 11, 2017. On April 26, 2018, the Bureau also issued

a final rule amending provisions regarding when a creditor may use a Closing
Disclosure to reset tolerances. The TILA-RESPA Final Rule, the amendments, and
corrections are collectively referred to as the TILA-RESPA Rule in this Guide.

The TILA-RESPA Rule provides a detailed explanation of how the forms should

be filled out and used. The first new form (Loan Estimate) is designed to provide
disclosures that will be helpful to consumers in understanding the key features,
costs, and risks of the mortgage loan for which they are applying. The Loan
Estimate must be provided to consumers no later than three business days after
they submit a loan application. The second form (Closing Disclosure) is designed
to provide disclosures that will be helpful to consumers in understanding all of the
costs of the transaction. Consumers must receive the Closing Disclosure no later
than three business days before consummation of their loan.

The forms use clear language and design to make it easier for consumers to locate
key information, such as interest rate, monthly payments, and costs to close the
loan. The forms also provide more information to help consumers decide whether
they can afford the loan and to compare the cost of different loan offers, including
the cost of the loans over time.

The Loan Estimate and Closing Disclosure must be used for most closed-end
consumer mortgages secured by real property or a cooperative unit. Home equity
lines of credit, reverse mortgages, and mortgages secured by a mobile home or by
a dwelling (other than a cooperative unit) that is not attached to real property (i.e.,
land) must continue to use the preexisting disclosures under TILA and RESPA. The
TILA-RESPA Rule generally' does not apply to loans made by persons who are not
considered “creditors” as defined in Regulation Z. (§ 1026.2(a)(17))

Generally, the Loan Estimate and Closing Disclosure require the disclosure

of categories of information that will vary due to the type of loan, the payment
schedule of the loan, the fees charged, the terms of the transaction, and State

law provisions. The extent of these variations cannot be shown on a single, static
example. This Guide includes most of the requirements concerning completing

the Loan Estimate and Closing Disclosure. There is additional information about
completing the Loan Estimate and Closing Disclosure, including specific information
about how to complete these forms for construction loans, in the TILA-RESPA
Integrated Disclosure Rule Small Entity Compliance Guide (Compliance Guide),
which is available at www.consumerfinance.gov/policy-compliance/guidance/

1 Provisions of the TILA-RESPA Rule may apply, for example, to mortgage brokers and others who
are not creditors as defined in Regulation Z. See, for example, § 1026.19(e)(1)(ii).
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implementation-guidance/tila-respa-disclosure-rule/. However, these Guides may
not illustrate all of the permutations of the information required or omitted from

the Loan Estimate or Closing Disclosure for any particular transaction. Only the
TILA-RESPA Rule and its Official Interpretations can provide complete and definitive

information regarding its requirements.

The Compliance Guide includes more information on the TILA-RESPA Rule
in general.

What is the purpose of this Guide?

The focus of this Guide is to provide the instructions for completing the Loan
Estimate and Closing Disclosure. This Guide also highlights common situations
that may arise when completing the Loan Estimate and Closing Disclosure.

This Guide - The Guide to Completing TILA-RESPA Integrated Disclosure Forms
(Guide to Forms) - is designed as a companion to the Compliance Guide which
addresses questions about the TILA-RESPA Rule in general. The Compliance Guide
also discusses the good faith disclosure of settlement costs, limitations on changes
to those amounts at consummation, and other information concerning the process
and requirements related to completing and delivering the Loan Estimate and the
Closing Disclosure. The Compliance Guide also has a section, Section 14, which
discusses implementation issues specific to construction loans.

This Guide summarizes the instructions for completing the Loan Estimate and
Closing Disclosure, but it is not a substitute for the TILA-RESPA Rule. Only the rule
and its Official Interpretations (also known as commentary) can provide complete
and definitive information regarding its requirements. The discussions below provide
citations to the sections of the TILA-RESPA Rule on the subject being discussed.
Keep in mind that the Official Interpretations, which provide detailed explanations

of many of the TILA-RESPA Rule’s requirements, are found after the text of the rule
and its appendices. The interpretations are arranged by rule section and paragraph
for ease of use. The complete rule and the Official Interpretations are available at
consumerfinance.gov/policy-compliance/rulemaking/final-rules/2013-integrated-

This Guide does not discuss the TILA-RESPA Rule in general or other Federal or
State laws that may apply to the origination of closed-end credit.
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At the end of this Guide, there is more information about the TILA-RESPA Rule and
related implementation support from the Bureau.

Who should read this Guide?

If your organization originates closed-end residential mortgage loans, you may find
this Guide helpful. This Guide—together with the Compliance Guide—will help you
determine your compliance obligations for the mortgage loans you originate.

This Guide may also be helpful to settlement service providers, software providers,
and other companies that serve as business partners to creditors.

Where can | find additional

resources that will help me
understand the TILA-RESPA Rule?

Resources to help you understand and comply with the Dodd-Frank Act mortgage
reforms and our regulations, including downloadable guides, are available
through the Bureau'’s website at consumerfinance.gov/policy-compliance/

to sign up for an email distribution list through which we announce additional
resources and tools as they become available. The eRegulations tool, available at
consumerfinance.gov/eregulations includes an unofficial version of Regulation

Z (12 CFR part 1026), in which the TILA-RESPA Rule is codified. The tool provides
updated versions of the regulatory text and commentary in a single location.

If after reviewing these materials, as well as the regulation and Official
Interpretations, you have a specific regulatory interpretation question about
the TILA-RESPA Rule, you can submit it to us on the Bureau'’s website at https://

an official interpretation of the Bureau and is not a substitute for legal or other
compliance advice.
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Generally, we are not able to respond to specific inquiries the same business day.
Actual response times will vary depending on the number of questions we are
handling and the amount of research needed to respond to your question.

Email comments about this Guide to CFPB_Regulatorylmplementation@

as possible. The Bureau welcomes your suggestions for improvements and your
thoughts on its usefulness and readability.

The Bureau is particularly interested in feedback relating to:
» How useful you found this Guide for understanding the TILA-RESPA Rule.

* How useful you found this Guide for implementing the TILA-RESPA Rule at
your business.

» Suggestions you have for improving the Guide, such as additional
implementation tips.
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Loan Estimate

General Requirements

Issuance and Delivery

You must provide a Loan Estimate to the consumer, either by delivering it by
hand or placing it in the mail, no later than three business days of the receipt of an
application. (§ 1026.19(e)(1)(iii)(A)) An application is considered received when the
consumer provides the following information:

* Consumer’s name,

» Consumer’s income,

» Consumer's Social Security number to obtain a credit report,
» Address of the property,

» Estimate of the value of the property, and

* The mortgage loan amount sought. (§ 1026.2(a)(3)(ii))

Revised Loan Estimate

When there is a changed circumstance after the Loan Estimate has been provided,
the creditor can revise the Loan Estimate within three business days of receiving
information sufficient to establish that there has been a changed circumstance.
Revised Loan Estimates generally can be provided no later than four business days
before consummation. (see section 2.1.5 below; § 1026.19(e)(4))
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More information on revised Loan Estimates is available in section 8 of the
Compliance Guide.

Use of Compliance Guide

Please see the Compliance Guide for additional information on the requirements
forissuing and delivering Loan Estimates and revised Loan Estimates.

The information that follows discusses how to complete the Loan Estimate.
Samples of completed Loan Estimates can be found at consumerfinance.gov/

Rounding

Dollar amounts must be rounded to the nearest whole dollar where noted in the
TILA-RESPA Rule. (§ 1026.37(0)(4)) If an amount is required to be rounded but is
composed of other amounts that are not required or permitted to be rounded,
use the unrounded amounts in calculating the total and then round the final sum.
Conversely, if an amount is required to be rounded and is composed of rounded
amounts, use the rounded amounts in calculating the total. (Comment 37(0)(4)-2)

Percentage amounts are disclosed by rounding to three decimals and then dropping
any trailing zeros that occur to the right of the decimal place, except where otherwise
noted in the TILA-RESPA Rule. (§ 1026.37(o)(4)(ii); Comment 37(o)(4)(ii)-1)

Consummation

Consummation is not the same thing as closing
This Guide uses references

to the legal obligation,

which includes the
the creditor on the loan, not, for example, when promissory note plus any

or settlement. Consummation occurs when the
consumer becomes contractually obligated to

the consumer becomes contractually obligated other agreements between
the creditor and consumer
concerning the extension
of credit.

to a seller on a real estate transaction.
(§ 1026.2(a)(13))

The point in time when a consumer becomes

contractually obligated to the creditor on the loan depends on applicable State
law. (§ 1026.2(a)(13); Comment 2(a)(13)-1) Creditors and settlement agents should
verify the applicable State laws to determine when consummation will occur, and

13 TILA-RESPA INTEGRATED DISCLOSURE | LOAN ESTIMATE


http://consumerfinance.gov/policy-compliance/guidance/implementation-guidance/tila-respa-disclosure-rule/
http://consumerfinance.gov/policy-compliance/guidance/implementation-guidance/tila-respa-disclosure-rule/

2.2 Loan Estimate (page 1)

Save this Loan Estimate to compare with your Closing Disclosure.

.
Loan Estimate LoAN TERM
PURPOSE
DATE ISSUED PRODUCT
APPLICANTS LOAN TYPE O Conventional OFHA OVA O__ .
LOANID # section 2.2.1
RATELOCK [INC OIYES, until
PROPERTY Before closing, your interest rate, points, and lender credits can
SALE PRICE change unless you lock the interest rate. All other estimated

closing costs expire on

Can this amount increase after closing?

Loan Amount

Interest Rate

Monthly Principal & Interest .
See Projected Payments below for your section 222
Estimated Total Monthly Payment

Does the loan have these features?

Prepayment Penalty

Balloon Payment

Payment Calculation

Principal & Interest

Mortgage Insurance

Estimated Escrow
Amount can increase over time

Estimated Total section 2.2.3

Monthly Payment

This estimate includes In escrow?
C1Property Taxes

Estimated Taxes, Insurance . perty )

& Assessments IHomeowner's Insurance

Amount can increase over time LlOther:

See Section G on page 2 for escrowed property costs. You must pay for other
property costs separately.

Costs at Closing

Estimated Closing Costs Includes in Loan Costs + in Other Costs -
in Lender Credits. See page 2 for details.

section 2.2.4

Estimated Cash to Close Includes Closing Costs. See Calculating Cash to Close on page 2 for details.

Visit www.consumerfinance.gov/mortgage-estimate for general information and tools
LOAN ESTIMATE PAGE1OF3 - LOANID #

FIGURE 1: LOAN ESTIMATE (PAGE 1)
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Page 1 of the Loan Estimate includes general information, a Loan Terms table with
descriptions of applicable information about the loan, a Projected Payments table,
a Costs at Closing table, and a link for consumers to obtain more information at a
website maintained by the Bureau.

Page 1 of the Loan Estimate includes the title “Loan Estimate” and a statement
of “Save this Loan Estimate to compare with your Closing Disclosure.”

(§ 1026.37(a)(1), (2)) The top of page 1 also includes the name and address of the
creditor. (§ 1026.37(a)(3)) A logo or slogan can be used along with the creditor’s
name and address, so long as the logo or slogan does not exceed the space
provided for that information. (§ 1026.37(o)(5)iii))

If there are multiple creditors, use only the name of the creditor completing the
Loan Estimate. (Comment 37(a)(3)-1) If a mortgage broker is completing the Loan
Estimate, use the name and address of the creditor if known. If not yet known,
leave this space blank. (Comment 37(a)(3)-2)

General Information

Save this Loan Estimate to compare with your Closing Disclosure.

.
Loan Estimate LOAN TERM
PURPOSE
DATE ISSUED PRODUCT
APPLICANTS LOAN TYPE [ Conventional COFHA COVA O

LOANID #
RATELOCK [INO CIYES, until
PROPERTY Before closing, your interest rate, points, and lender credits can
SALE PRICE change unless you lock the interest rate. Alf other estimated
closing costs expire on

FIGURE 2: GENERAL INFORMATION OF THE LOAN ESTIMATE

Date Issued

The Date Issued is the date the Loan Estimate is placed in the mail or delivered to
the consumer (not the date the form is actually printed). (§ 1026.37(a)(4))

Applicants

Applicants include the name(s) and mailing address(es) of the consumer(s)
applying for the loan. (§ 1026.37(a)(5)) Use each Applicant’s name and mailing
address if there are multiple Applicants. The mailing address disclosed must be
the U.S. Postal mailing address of the consumer applying for credit. The mailing
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address cannot be any other type of address, such as an Applicant’s email address.
An additional page may be added to the Loan Estimate if the space provided is
insufficient to list all of the Applicants. (Comment 37(a)(5)-1)

If credit is extended to a trust established for tax or estate planning purposes,

the Loan Estimate may be provided to the trustee on behalf of the trust. If the
Loan Estimate is delivered to the trustee on behalf of the trust (and to no other
consumer), a creditor may opt to disclose the name and mailing address of the
trust only, although nothing in the TILA-RESPA Rule prohibits the creditor from
additionally disclosing the names of the trustee or other consumers applying for
the credit. Guidance on who should receive disclosures when credit is extended to
a trust established for tax or estate planning purposes can be found in § 1026.2(a)
(22) and § 1026.17(d) and their associated commentary. Information is also
available in the Compliance Guide.

Property

Property is the address of the property (which must include the zip code) that will
secure the transaction. (§ 1026.37(a)(6)) If the address of the property is unavailable,
use a description of the location of the property, for example a lot number.

Always use a zip code. (Comment 37(a)(6)-1) Personal property, such as furniture

or appliances, that also secures the credit transaction may be, but is not required
to be included as Property. An additional page may not be appended to the Loan
Estimate to disclose a description of personal property. (Comment 37(a)(6)-2)

Sale Price or Appraised Value or Estimated Value

If the loan is a purchase money mortgage loan (i.e., the transaction involves a
seller), use the contract sale price for the Property and label it as Sale Price.

(§ 1026.37(a)(7)(i)) If personal property is included in the Sale Price of the Property,
use that price without any reduction for the appraised or estimated value of the
personal property. (Comment 37(a)(7)-2) If the Sale Price is not yet known, disclose
the estimated value of the Property, using the label “Sale Price.” (Comment 37(a)(7)-1)

For a transaction without a seller, disclose an Appraised Value or an Estimated
Value, as applicable, and use the label “Prop. Value.” The disclosed value must be
based on the best information reasonably available to the creditor at the time that
the Loan Estimate is provided to the consumer. (Comment 37(a)(7)-1)

If the creditor has obtained an appraisal of the Property at the time the Loan
Estimate is provided to the consumer, disclose the Appraised Value stated in
the appraisal that the creditor will use during the underwriting of the loan. If the
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creditor does not know which appraisal it will use to underwrite the loan at the
time the Loan Estimate is provided to the consumer, disclose the value set forth in
any appraisal that the creditor reasonably believes it will use in the underwriting.

If the creditor has not obtained an appraisal but has prepared its own estimate of
value, use the creditor’s estimate of value rather than an estimate of value received
from a consumer. If the creditor has not obtained an appraisal or prepared its own
estimate of value, it may disclose an estimate of value provided by a consumer.
(Comment 37(a)(7)-1)

When disclosing an Appraised Value or an Estimated Value for a construction
loan without a seller (i.e., a non-purchase mortgage loan where some or all of the
proceeds will finance improvements), the creditor has the option to include the
estimated value of improvements to be made on the Property. Alternatively, the
creditor may disclose a value that does not include the estimated value of the
improvements. (Comment 37(a)(7)-1)

Loan Term

Loan Term is the term of the debt obligation. (§ 1026.37(a)(8)) Describe the Loan
Term as "years” when the Loan Term is in whole years (e.g.,”1 year” or “30 years”).
(Comment 37(a)(8)-1.i, -1.ii) For a Loan Term that is more than 24 months but is not
whole years, describe using years and months with the abbreviations “yr.” and "mo.,”
respectively. For example, a Loan Term of 185 months is disclosed as “15 yr., 5 mo.”
For a Loan Term that is less than 24 months and not whole years, use months only
with the abbreviation “mo.” For example, "6 mo.” or “16 mo.” (Comment 37(a)(8)-2)

For a construction-permanent loan disclosed as a single transaction, the Loan
Term is the total combined term of both phases. If the construction-permanent
loan is disclosed as two separate transactions, the Loan Term for the permanent
phase is counted from the date interest for the permanent phase’s periodic
payment begins to accrue.

Purpose

Describe the consumer’s intended use for the loan. (§ 1026.37(a)(?)) Purpose is
disclosed using one of four descriptions: Purchase, Refinance, Construction, or
Home Equity Loan.

* Purchase is disclosed if the loan will be used to finance the Property'’s
acquisition. (§ 1026.37(a)(?)(i)) The purpose of a simultaneous subordinate lien
loan is disclosed as “Purchase” if the loan will be used to finance the Property’s
acquisition and will be secured by the Property. (Comment 37(a)(9)-1.i)
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= Refinance is disclosed if the loan will be used for the refinance of an existing
obligation that is secured by the Property (even if the creditor is not the holder
or servicer of the original obligation). (§ 1026.37(a)(9)(ii))

= Construction is disclosed if the loan will be used to finance the initial
construction of a dwelling on the Property. (§ 1026.37(a)(9)(iii))

* Home Equity Loan is disclosed if the loan will be used for any other purpose.
(§ 1026.37(a)(9)(iv))

Product

Provide a description of the loan. You are required to include two pieces of
information in this disclosure.

The first piece of information is any payment feature that may change the periodic
payment, which includes Negative Amortization, Interest Only, Step Payment,
Balloon Payment, or Seasonal Payment. (§ 1026.37(a)(10)(ii)) Additionally, the
duration of the relevant payment feature must be disclosed with a Negative
Amortization, Interest Only, Step Payment, or Balloon Payment feature.

(§ 1026.37(a)(10)(iv)) For example, a payment feature where there is a five-year
period during which the payments cover only interest, and are not applied to the
principal balance, would be disclosed as a 5 Year Interest Only for the payment
feature.

» Negative Amortization is when the principal balance of the loan may increase
due to the addition of accrued interest to the principal balance.

* Interest Only is when one or more regular periodic payments may be applied
only to interest accrued and not to the principal of the loan.

= Step Payment is when the scheduled variations in regular periodic payment
amounts occur that are not caused by changes to the interest rate during the
loan term.

* Balloon Payment is when the terms of the legal obligation include a payment
that is more than two times that of a regular periodic payment.

» Seasonal Payment is when the terms of the legal obligation expressly provide
that regular periodic payments are not scheduled between specified unit-
periods on a regular basis. For example, a “teacher” loan that does not require
monthly payments during summer months has a Seasonal Payment.

» |fthe loan can be described with more than one of these descriptions, only the
first applicable feature is disclosed. (§ 1026.37(a)(10)(iii)) For example, a loan that
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would result in both Negative Amortization and a Balloon Payment would only
disclose Negative Amortization as part of Product.

The second piece of information disclosed is whether the loan uses an Adjustable
Rate, Step Rate, or Fixed Rate to determine the interest rate applied to the
principal balance. (§ 1026.37(a)(10)(i))

* Aninterest rate is an Adjustable Rate if the interest rate may increase after
consummation, but the rates that will apply or the periods for which they will
apply are not known at consummation. (§ 1026.37(a)(10)(i)(A))

o Each description must be preceded by the duration of any introductory
rate or payment period, and the first adjustment period, as applicable.
(§ 1026.37(a)(10)(iv)) For example, a product with an introductory rate that

is fixed for the first five years and adjusts every three years starting in year
6 is a 5/3 Adjustable Rate.

o When there is no introductory period for an Adjustable Rate, disclose “0.”
(Comment 37(a)(10)-1.i.A) For example, a product with no introductory
rate that adjusts every year after consummation is a 0/1 Adjustable Rate.

= Aninterest rate is a Step Rate if the interest rate will change after consummation
and the rates that will apply and the periods for which they apply are known at
consummation. (§ 1026.37(a)(10)(i)(B))

o Each description must be preceded by the duration of any introductory
rate or payment period, and the first adjustment period, as applicable.
(§ 1026.37(a)(10)(iv)) For example, a product with a step rate that lasts for
ten years, adjusts every year for five years, and then adjusts every three
years for the next 15 years is a 10/1 Step Rate. (Comment 37(a)(10)-1.ii)

= When there is no introductory rate for a Step Rate, disclose “0” and then the
applicable time period until the first adjustment. (Comment 37(a)(10)-1.ii)

* An interest rate is a Fixed Rate if the interest rate is not an Adjustable Rate or
Step Rate. (§ 1026.37(a)(10)(i)(C))

» |fthe loan product consists of a combination of product types, only one product
type is used. Section 1026.37(a)(10) does not provide for a combination of

product types and requires the creditor to choose one, and only one, type. For
example:

o If aloan has a Step Rate for a set period of time followed by an
Adjustable Rate for the remaining term, only the Adjustable Rate is
disclosed. Here, there will be periods of the loan where the rate is
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not known at consummation, and, as a result, the Product cannot be
disclosed as Step Rate.

o If aloan has a Fixed Rate for a set period of time followed by an
Adjustable Rate for the remaining term, only the Adjustable Rate is
disclosed. Here, there will be periods where an Adjustable Rate applies,
and as a result, it would not meet the requirements of a Fixed Rate disclosure.

Sections 14.7 and 14.8 of the Compliance Guide include
more information about how to disclose Product types for
construction loans

The following are examples of Product with both pieces of information included:

* Year 7 Balloon Payment, 3/1 Step Rate: a step rate with an introductory interest
rate that lasts for three years and adjusts each year thereafter until a balloon
payment is due in the seventh year of the loan term.

= 2 Year Negative Amortization, Fixed Rate: a fixed rate product with a step-payment
feature for the first two years of the legal obligation that may negatively amortize.

When the time periods disclosed in Product are not in whole years, for time
periods of 24 months or more, disclose the applicable fraction of a year by use of
decimals rounded to two places. For time periods of 24 months or less, disclose the
number of months with the abbreviation “mo.” (Comment 37(a)(10)-3) For example:

= An Adjustable Rate Product with an
introductory interest rate for 31 months For more Product examples,
that adjusts every year thereafter is a 2.58/1 please see Comments 37(a)
. (10)-1, -2 and -3.
Adjustable Rate.

= An Adjustable Rate Product with an

introductory interest rate for 18 months that adjusts every 18 months thereafter
is an 18 mo./18 mo. Adjustable Rate.

Loan Type

Loan Type is the type of the loan, such as Conventional or FHA.
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For Loan Type, disclose:

= Conventional if the loan is not guaranteed or insured by a Federal or State
government agency,

» FHA if the loan is insured by the Federal Housing Administration,
= VAif the loan is guaranteed by the U.S. Department of Veterans Affairs, and

» Other with a brief description if the loan is insured or guaranteed by another
Federal or a State agency. (§ 1026.37(a)(11))

Loan ID #

Loan ID # is the creditor’s loan identification number that may be used by a
creditor, consumer, and other parties to identify the transaction. (§ 1026.37(a)
(12)) The Loan ID # may contain alpha-numeric characters and must be unique
to the particular transaction. The same Loan ID # may not be used for different,
but related, loan transactions (such as different loans to the same borrower).
When a revised Loan Estimate is issued, the Loan ID # must be sufficient for the
purpose of identifying the transaction associated with the initial Loan Estimate.
(Comment 37(a)(12)-1)

When the Loan Estimate is completed by a mortgage broker:

» |f the creditor is known, the Loan ID # must be completed. (Comment 37(a)(12)-
1) The creditor can outsource the generation and assignment of the Loan ID # to
the mortgage broker or the creditor can provide the Loan ID # in advance of the
disclosures for inclusion.

» |fthe creditor is unknown and the Loan ID # is not reasonably available, the
mortgage broker may leave that disclosure blank. (Comment 37-1)

Rate Lock

Indicate that the rate is locked with Yes, or indicate that the rate is not locked with No.
(§ 1026.37(a)(13))

When the interest rate is locked at the time of the Loan Estimate’s delivery, the
date and time (including the applicable time zone) when the lock period ends must
be disclosed. (§ 1026.37(a)(13)(i))

The date and time (including the applicable time zone) at which the estimated
closing costs expire are disclosed on the Loan Estimate. (§ 1026.37(a)(13)(ii))
However, the date and time are left blank on any revised Loan Estimate provided
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after a consumer has indicated an intent to proceed with the transaction.
(Comment 37(a)(13)-4)

Loan Terms

oan le Can this amount increase after closing?

Loan Amount

Interest Rate

Monthly Principal & Interest

See Projected Payments below for your
Estimated Total Monthly Payment

Does the loan have these features?

Prepayment Penalty

Balloon Payment

FIGURE 3: LOAN TERMS TABLE OF THE LOAN ESTIMATE

Disclose in the Loan Terms table:

= Loan Amount. Use the total amount the consumer will borrow as set forth on
the face of the note. If the amountis in whole dollars, do not disclose cents.
(§ 1026.37(0)(4)),

= |nitial Interest Rate,

= Initial Monthly Principal & Interest amount,
Information on how to

* Any adjustments to these amounts after complete the Loan Terms
table for construction loans
is available in Section 14 of

= Whether the loan includes a Prepayment the Compliance Guide.

Penalty, and

consummation,

» Whether the loan includes a Balloon Payment. (§ 1026.37(b))

Interest Rate & Monthly Principal & Interest

The Interest Rate disclosed is the initial rate at consummation. If the initial Interest
Rate is not known at consummation, the fully-indexed rate is disclosed;
a fully-indexed rate is the interest rate calculated using the index value and margin

22 TILA-RESPA INTEGRATED DISCLOSURE | LOAN ESTIMATE



at the time of consummation. (§ 1026.37(b)(2))

The initial principal and interest payment amount also would be calculated
using the same fully-indexed rate, if the initial Interest Rate is not known at
consummation. (§ 1026.37(b)(3))

Adjustment to Loan Amount, Interest Rate, and Monthly
Principal & Interest after consummation

Under the subheading Can this amount

increase after closing?, if the Loan Amount, When describing time
Interest Rate, or Monthly Principal & Interest periods of less than 24
months that are not whole
years, see the instructions

related to the Product in
information pertinent to the adjustment after section 2.2.1 above.

consummation. (§ 1026. 37(b)(6))

amounts can increase after consummation,
disclose Yes where applicable with the

» For an adjustment in Loan Amount, the creditor must also disclose the
maximum principal balance for the transaction and the due date (expressed
as the year or month in which it occurs, rather than an exact date) of the last
payment that may cause the principal balance to increase, together with a
statement whether the maximum principal balance may or will occur under the
terms of the legal obligation. (§ 1026.37(b)(6)(i)) The date disclosed is the year
in which the event occurs, counting from the due date of the initial periodic
payment. (§ 1026.37(b)(8)(ii))

* For an adjustment in the Interest Rate, also disclose the frequency of interest rate
adjustments, the date when the interest rate may first adjust, the maximum interest
rate, and the first date when the interest rate can reach the maximum interest
rate. (§ 1026.37(b)(6)(ii)) The date disclosed is the year in which the event occurs,
counting from the date that interest for the first scheduled periodic payment
begins to accrue after consummation. (§ 1026.37(b)(8)(i)) Also, disclose and
reference the Adjustable Interest Rate (AIR) Table on page 2 of the Loan Estimate.
(§ 1026.37(b)(6)ii)

* For an adjustment to the Monthly Principal & Interest, the creditor would
also disclose the scheduled frequency of adjustments, due date of the first
adjustment, and the maximum possible amount (and the earliest date it can
occur) of the Monthly Principal & Interest. In addition, if there is a period
during which only interest is required to be paid, also disclose that fact and the
due date of the last periodic payment of such period. (§ 1026.37(b)(6)(iii)) The
date disclosed is the year in which the event occurs, counting from the due
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date of the initial payment. (§ 1026.37(b)(8)(ii)) Also, disclose and reference the
Adjustable Payment (AP) Table on page 2. (§ 1026.37(b)(6)(iii))

When the Loan Amount, Interest Rate, or Monthly Principal & Interest payment
cannot increase after consummation, disclose No where applicable. (§ 1026.37(b)(6))

Prepayment Penalty and Balloon Payment

A Prepayment Penalty is a charge imposed for paying all or part of a transaction'’s
principal before the date on which the principal is due. It does not include a
waived third-party charge that the creditor imposes if the consumer prepays the
loan's entire principal sooner than 36 months after closing. (§ 1026.37(b)(4))

A Balloon Payment is a payment that is more than two times a regular periodic
payment. (§ 1026.37(b)(5))

Under the subheading Does the loan have these features?, when the loan has a
Prepayment Penalty or a Balloon Payment disclose Yes, as applicable. (§ 1026.37
(b)4) and (5)) When the answer is Yes to either, also disclose, as applicable:

* The maximum amount of the Prepayment

Penalty and the date when the period When describing time
periods less than 24
months that are not whole

years, see the instructions
if you pay off the loan in the first two years. weleted @ ilhe Sredhre e

(§ 1026.37(b)(7)(i)) section 2.2.1 above.

during which the penalty may be imposed
terminates. For example, As high as $3,240

* The maximum amount of the Balloon
Payment and the due date of such payment. For example, You will have to pay
$149,263 at the end of year 7. (§ 1026.37(b)(7)(ii))
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Projected Payments

Payment Calculation

Principal & Interest

Mortgage Insurance

Estimated Escrow
Amount can increase over time

Estimated Total
Meonthly Payment

This estimate includes In escrow?

[IProperty Taxes

Estimated Taxes, Insurance - i
Homeowner’s Insurance

& Assessments =
Amount can increase over time Ll Other:

See Section G on page 2 for escrowed property costs. You must pay for other
property costs separately.

FIGURE 4: PROJECTED PAYMENTS TABLE OF THE LOAN ESTIMATE

The Projected Payments table shows estimates of the periodic payments that the
consumer will make over the life of the loan. Creditors must disclose estimates of
the following periodic payment amounts in the Projected Payments table:

* Principal & Interest,

Information on how to
complete the Projected
Payments table for
construction loans is
available in Section 14 of
the Compliance Guide.

* Mortgage Insurance,
= Estimated Escrow,
= Estimated Total Monthly Payment, and

= Estimated Taxes, Insurance, & Assessments,
even if not paid with escrow funds.

The Projected Payments table also describes whether taxes, insurance, and
other assessments will be paid with funds in the consumer’s escrow account.
(§ 1026.37(c)(2))
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General Instructions

Show in one column the initial Periodic Payment (or range of payments if required)
for each of Principal & Interest, Mortgage Insurance, and Estimated Escrow.

(§ 1026.37(c)(1)) Depending on the features of the loan, subsequent periodic
payments also may be required to be disclosed. The Periodic Payment is the
regularly scheduled payment of Principal & Interest, Mortgage Insurance, and
Estimated Escrow. (Comment 37(c)(1)(i)-1)

Initial Periodic Payment

To calculate the initial Periodic Payment, use the interest rate that will apply at
closing, including any initial discounted or premium interest rate. If the interest rate
at closing is not known, such as for an adjustable rate loan without an introductory
fixed rate period, use the fully-indexed rate to determine the initial Periodic
Payment. (Comment 37(c)(1)(i)-2)

Information on how to calculate the initial Periodic Payment
for a construction loan is available in Section 14 of the
Compliance Guide.

If the consumer’s periodic payments will remain constant over the life of the
loan, such as in a fixed rate, fixed payment loan without mortgage insurance, the
Projected Payments table has just one column.

Subsequent Periodic Payments

If any of the triggering events listed below may occur during the life of the loan,
add a column to show the amount of the periodic payments after the triggering
event. (§ 1026.37(c)(1)(i)):

* The Principal & Interest amount or range of such amount may change (for
example if the loan has an adjustable rate). (§ 1026.37(c)(1)(i)(A))

s Negative Amortization - for loans that have a Negative Amortization
feature, the Principal & Interest amount may change when the Negative
Amortization period ends under the terms of the legal obligation,
meaning the consumer must begin making payments that do not result in
an increase of the principal balance. (Comment 37(c)(1)(i)(A)-2)
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o Interest Only - for Interest Only loans, the Principal & Interest amount
may change when the Interest Only period ends, meaning the consumer
must begin making payments that do not defer repayment of principal.
(Comment 37(c)(1)(i)(A)-3)

s Minor Periodic Payment variations resulting solely from the fact that
months have different numbers of days are not triggering events.
(Comment 37(c)(1)(i)(A)-1)

= Adjustable Rate loans - the Projected Payments table will have a new column, up
to a maximum of four columns, for each scheduled rate adjustment. Because the
Principal & Interest amount may change each time the rate is scheduled to adjust,
a new column is required, up to a maximum of four columns. There is a new
column, up to a maximum of four columns, even if the range of payments will stay
the same. For example, there is a new column, up to a maximum of four columns,
even when the range will stay the same because the range is the minimum and
maximum interest rate caps listed in the contract. (Comment 37(c)(1)(i)(A)-1)

* There is a scheduled Balloon Payment. (§ 1026.37(c)(1)(i)(B))

* The lender must automatically terminate Mortgage Insurance or any functional
equivalent. (§ 1026.37(c)(1)(i)(C))

@ Even if the borrower may cancel the insurance earlier, use the date on
which the lender must automatically terminate Mortgage Insurance
coverage under applicable law. Only termination of Mortgage Insurance
is a triggering event, while a decline in Mortgage Insurance premiums is
not. (Comment 37(c)(1)(i)(C)-3)

o However, if there are already four columns, and Mortgage Insurance
would terminate during the range disclosed in the fourth column, no
automatic termination of Mortgage Insurance is disclosed on the
Projected Payments table. (§ 1026.37(c)(1)(ii)(b))

* When the Periodic Payment amount changes more than once in a single year,
show in the subsequent column the Periodic Payment amounts in the year
following the one in which there were multiple changes. (§ 1026.37(c)(1)(i)(D))
A year for this table is the 12-month period following the due date of the initial
Periodic Payment. (§ 1026.37(c)(3)(ii))
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Number of Columns

The maximum number of columns the Periodic Payments table may contain is
four. If a loan has more than four triggering events, for example, if the loan has
more than three rate changes, show a range of payments in the fourth column

that reflects all remaining periodic payments not shown in the first three columns.
(§ 1026.37(c)(1)(ii)) EXCEPT:

= A Balloon Payment scheduled as a final payment always requires its own
column. (§ 1026.37(c)(1)(ii)(A))

» |f disclosing the final Balloon Payment means that other triggering events will
not fit within the four-column maximum, show the other triggering events as a
range of payments in the third column. (§ 1026.37(c)(1)(ii)(A))

= A Balloon Payment that is not a final payment is a triggering event that does not
necessarily require its own column. (Comment 37(c)(1)(ii)(A)-1)

* The automatic termination of Mortgage Insurance generally requires the
corresponding periodic payment to be shown in its own column, unless doing
so would exceed the four-column maximum. (§ 1026.37(c)(1)(ii)(B))

o Where the automatic termination of Mortgage Insurance need not be
shown in its own column, the column showing the next periodic payment
or range of payments should show the periodic payment amount without
Mortgage Insurance. (Comment 37(c)(1)(ii)(B)-1)

» Show arange of payments rather than a single payment when:

s There are more triggering events than can be shown in four columns
and thus one column must be used to show two or more periodic
payment amounts.

@ The Principal & Interest payment or range of such payments may change
more than once in a single year or may change (at least once) in the same
year as the initial periodic payment.

o The Principal & Interest payment may adjust based on an interest rate
index and the rates are not yet known (i.e., for an Adjustable Rate loan).
(§ 1026.37(c)(1)(iii))

» For a column that contains a range of payments, show both a minimum and
maximum payment using rounded dollar amounts. (§ 1026.37(c)(1)(iii), (0)(4)(ii))
For an Adjustable Rate loan, use the maximum and minimum interest rates that
could apply such as through an interest rate cap. (Comment 37(c)(1)(iii)(C)-1)
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