Truth in Lending [Sample Client]

Table of Contents

TABLE OF CONTENTS ......cooeeeicrisrsrsssssssseseseseesessesssssssnsnsnsssssssssssssssssssssssesseememeeeeeeeeeessesssnsnsnsnsssnsnsssnssnnnen 2
SECTION 1 GENERAL ... errsssssssssese s e e s e s e s s e s s s s s s snsnsnsssssssssssssssssssssssseeeerereeeeeeeerernssnsnsnsnnnsnsssnnnnnsnnnnen 5
1.1 STATEMENT OF PURPOSE ... ittt e e e e e et e e e e e e e e e e e e e e e e e e e eeenaaeaeeaaees 5
1.2 (@ =N {0 1 1 VZ = 5
1.3 STATE LAW AND AGENCY GUIDELINES ......cceeiiiiiiieeeeetetetestatasseeasaeseseeeseseaeaasesaesereeeseeessssserserssnnnnnnnnnns 5
SECTION 2 SUNMMARY w......ooeueuuueueurssssssssssereeeeeeteeeeeesssssnsnsssssssssssssssssssssssssesseemeeeeemmemeeeesesssnsnsssssssssssssssssnnnn 6
2.1 (0707 =1 7N =S 6
SECTION 3 REQUIREMENTS ... oottt i iiissessiisrssmssssssiesssssssssssassnsssssssmessssssssstesssssssssesssnsssssssessnnsssnsssnnnn
3.1 OPEN-END CREDIT . .uuttuuieeeieieitieeeeeeeeeee e e e eeeeeaevebaaessaa e seneeeeeens
3.1.1 Home Equity Plans..............cccooueiiiioeeiiiiieeeeee e,
3.2 CLOSED-END CREDIT ..utututiieeeieieieeeeeeeeeeeeeeeeeeeeeeeeeeesassensnnnnnnnnnnn
3.2.1 General disclosure reqQUIrements ...........cccc.eeecveeeeeesiveeneenins
3.2.2 Applications for Variable Rate Transactions
3.2.3 Written Estimate of Terms...........cccoeeeeeueeeeeeeeeni S
3.2.4 Loan EStimate ............cccoouueeeeeeneeeieeeeiieeeeen,
3.2.5 Written List of Providers..........c...ccc...........
3.2.6 Revised Loan Estimate...........................
3.2.7 Closing Disclosure ..............cccco.u....,
3.2.8 Revised Closing Disclosure .............]
3.2.9 Transactions Involving a Seller
3.2.10  Assumptions.............ccc........
3.2.11  Adjustable-Rate Mortgages....
3.2.12  Escrow Account Cancellation N
3.2.13  Treatment of Credit Bdlafiges ........\
3.2.14  Right of Rescission ......

3.3 SPECIAL RULES FOR CERTAIN

3.3.1 High-COSt MOMIGATES ... N0 ...ttt e e e e e e esnneas
3.3.1.3 High-Cost B NS
3.3.2 Reverse MORGAGES ... oo ... ...ttt e e e e e e e e e e e e aaaane
3.3.3 Higher-Priced Mortgag@iLOaNS ............coouiumiee et
3.3.4 Prohibited Acts ctices for Credit Secured by a Dwelling.............cccoouevoieeconieiieeee.
3.3.5 Loan Ownership Transfer DISCIOSUIES ..............cccueeeeeecieeeeeesieee e eesiee e esteae e essteeaaessrinaa e 69
3.3.6 Requirements for HOmMe EQUILY PIANS..............ooooueeeeeeiiee ettt estaa e ssanaa e 70
3.3.7 Periodic Statements for Residential Mortgage LOans ..............ccouooeeeeeeeieeesee e 70
3.3.8 Valuation INAEPENAENCE .................eeeeeeeeeeeeeeeee e a e e e e 73
3.3.9 Ability to Repay and Qualified MOMGAGES ...........cc.eeiiieeeee e 74
SECTION 4 ORIGINATION COMPLIANCE..........ccooiiriieriierssms s ssss s s ss s s s s ssss s s samn s snn s 79
41 WRITTEN ESTIMATE OF TERMS ... .eeiiiuiiieitieeitee e et e etee e et e e ste e e s te e e e beeeamteeeaseeesmseeesneeeaneeesneeeenneeas 79
4.2 NAME AND NMLSR ID ON LOAN DOCUMENTS ... .etiitieeeiuteeeaiieaeauieeeateeeasteaesseeesseeesseeesaseeesseeasanseaans 79
4.3 LOAN ESTIMATE ... teteitiie ittt ettt ettt e et e e ettt e e eae e e e ae e e e ate e e eaeeeeanee e e ambeeeanseeeambeeeamseeeambeeeanneeeambeeasaneeann 79
4.3.1 Completing the Loan ESHIMALE ..............c.c.ee et 79
4.3.2 INEENE O PFOCEE......oooooeeeeeeee ettt e e e e e e e e e aaaane 106
4.3.3 ReVviSed Loan ESHIMALE ...............e e e e 106
4.4 WRITTEN LIST OF PROVIDERS ......utttteiutitaatieteateeeateaeateeaaseeesteeeaasseaaseeesanseeaassesaanseessnneessnseeesaseeaans 106
4.5 VARIABLE RATE DISCLOSURES ... utttiiutteeatteaeateeaateaesteeasseaeaseeaaasseeaseeeaanseeaasseeaanseeeaseeaanseessaseeaans 106

© 2023 ICE Mortgage Technology, Inc. All Rights Reserved. Encompass® and the ICE Mortgage Technology logo and

other trademarks appearing herein are trademarks of ICE Mortgage Technology, Inc. and its affiliates. Other company and
product names may be trademarks of their respective owners.



Truth in Lending [Sample Client]

4.6 LOAN ORIGINATOR COMPENSATION ... utteautttaaaueeaateeaaaueeeaasseesasseeeanseeaanseesanseeaanseesanseeesnseessnseessnsees
4.7 FINANCING CREDIT INSURANCE .......cttiittetaittieaatieeeauteaaauseassateaaasseesanseeaanseaaanseeesaseeeanseeeaaseeeanseeesaseeans
4.8 VALUATION INDEPENDENCE .....ceiittttaiuteeaatteaeauteeaauseaeaseeaaaseaeaaseeasasseeaseeesanseeaasseeaanseeeanseeasnseeesaseeaans
4.9  ABILITY TO REPAY AND QUALIFIED MORTGAGES .....cciittteiiuieeaieeaaauieeeaieeasaueeeeseeaesnseessseeesnseessseeesnnes
4.10  NEGATIVE AMORTIZATION COUNSELING. .. .ceeiteteatteaateeaaaueeeaateeaaauteeaauseesanseesanseeaanseesaseeeanseessseessnnes
411 CLOSING DISCLOSURE......ciiittieiiiieateteaitee e e et e e et ee e beeeeaseeeaatee e e aabeeaaseeeaanseeeamseeeanseeeamseeeanseeeanseeesnnes
4.11.1  Completing the CIOSING DiSCIOSUIE .............ccccouei e
4.11.2  Pre-Consummation Revised ClIOSIiNG DiSCIOSUIE ..............cccooioeieioiiaiiieseeeeeee e
4.11.3  Post-Consummation Corrected CloSing DiSCIOSUIE ...............ccoemioeeeieiieiieeieeee e
4.12 MANDATORY ARBITRATION AND WAIVER OF CERTAIN RIGHTS ....cciiiiiiiiiieiiee e
4.13  NOTICE OF RIGHT TO RESCIND.......ciiittieitiieitieaaiteee ettt e asseeeesteeaeaateeaaaeeeaanseeeaneeeaanseeeanseeeanseeeanseeesnnes
4.13.1  EffECtS Of RESCISSION.....c...eeeeeeeee ettt et e et a e e e
414 HIGH-COST IMORTGAGES. ... uteteiuteteitetaaiteeeataeeaaueeeaateeaaaseeeaaseeaaaaseeaasseeaasseeeanseeaanseeeanseeeanseeeanseeesnnes
4.14.1  High-Cost Mortgage Limitations and Prohibitions...................d®......cccccccocenivviviinencieen.
4.15 HIGHER-PRICED MORTGAGE LOANS.....ccoiiiiiiiieiiieeeiieeerieeeneee et
4.16  HOME EQUITY LINES OF CREDIT....ccciiereiierenieeeeneeesnreeeenneeeenneeslibeesnee e
4.16.1  Application DiSCIOSUIES............ccccceeeeeeiiieeiiieeaaaaeeeeeeeeeeee i
4.16.2  HELOC Account Opening DiSCIOSUIE .............ccccoveeeenceeenceee S e
4.16.3  Supplemental Credit Access Devices and Additi Features .S .......ooooeeeeeee
4.16.4  RIGht Of RECISSION ... e e et e e et e e et aeenneeenees
4.17 REVERSE MORTGAGES.....ccciiiuierieeeiireeaeneeesaeeeeesosdfit e Sa 5 ol
SECTION 5 SERVICING COMPLIANCE...........ccceuen Q .............................................................
5.1 PAYMENT PROCESSING ..ccveeeeierenieeeereeee e oo iii s eeeeeeeetteeesmseeaaueeasamteeasnseaeanteeesnseeesnseeesneeas
5.2 LATE FEES ..ot N, T PR

5.3 PERIODIC STATEMENTS ...ovveeeiiiieeee sl e
54 ADJUSTABLE-RATE MORTGAGES..... S . T T N
5.5 ESCROW ACCOUNT CANCELLATION NOTIBE .- SR ... eeeeeeeeeiieeeeesieeeeeesenteeeeesssteneeessnnaeeeesssnseneaessnns
5.6 PAYOFF STATEMENTS ... e e e eeenetteeeesanteeeeesssseeeeesasssaeeessnssseeeesanssaeeesanssseeessnnsseneens

5.7 LOAN OWNERSHIP TRANSFER e 144

5.8 TREATMENT OF CREDIT BALANGES ... o ettt e e e e e e e e e eeaaaes
5.9 ASSUMPTIONS el e e e e e e
5.10 HIGH-COST MORTBAGES.. B O
5.10.1  Modification\@AAAIETEITAINFEES ..................ueeeeeeeeeeeeeeeeeeeeeeeeeee ettt
5.10.2 LAl FEES ... e el ettt ettt e e e e e e e e e e e e e e e e e aa et aaaarnraaaa
5.10.3  Payoff Statement@ualy..................oo oot
511 HIGHER-PRICED MORTGAGE LOANS........ci ittt e e e e e e e e e et eee s
512  HOME EQUITY LINES OF CREDIT...uuutiiiiiieeeeeeieeeiteteeeeeeeeeeeeeeeeeaaaseseeeeaaaaaesaaaansssseeeeeaaaeaeaeaaassssseneeess
5.12.1  Change in Terms DiISCIOSUIE................oooiueeeiie ettt
5.12.2  Disclosure for Supplemental Credit Access Devices and Additional Features.....................
5.12.3  PeriodiC STAtOMENES ............eeeeeeeeeeeeeeeeeeeeeeeeeeeee ettt a e e e e e e s e e sseeeeees
5.12.4  Statement Of BilliNG RIGALS ............ee oottt

SECTION 6 RECORD RETENTION........ccocisttmnimnsnisenisnisse s ssss s s s ssss s ss s sssssassssnsssansssnssssssnsnnsas
APPENDIX 1 DEFINITIONS ...ttt s s e s e n e s s e s an e
APPENDIX 2 EXHIBITS....ceeicimiimiiissnininssin s s s s ss s s s s ssas s s ssas s as sas snsnssssssnsnnsanns
APPENDIX 3  BEST PRACTICES. ...ttt ssas s ssss s ssss sssss s s snsssssnns
APPENDIX4  REFERENGCE LIST .....ooiitiitiimininsrisn s sss s sss s s sssssssssssss sssss s s snssessnes

© 2023 ICE Mortgage Technology, Inc. All Rights Reserved. Encompass® and the ICE Mortgage Technology logo and
other trademarks appearing herein are trademarks of ICE Mortgage Technology, Inc. and its affiliates. Other company and
product names may be trademarks of their respective owners.



Truth in Lending [Sample Client]

Section 1 General

1.1 Statement of Purpose

[Sample Client] designed these policies and procedures to safeguard their legal
responsibility to comply with applicable residential lending laws and regulations. The
board of directors and senior management, through a sound Compliance Management
System, ensure the integration of these policies and procedures into the overall
framework for product design, delivery and administration across the residential lending
origination and service life cycle. Management and employees utilize these policies and
procedures to guide their daily responsibilities to effect mitigatigft’of regulatory
compliance risk within their job roles.

1.2 Objective

The guidance in this policy applies throughout
objective to mitigate regulatory risk and cons
Client]’'s compliance program. [Sample Cli

requirements set out |
law or regulation and will t with the appropriate legal counsel to set forth [Sample
Client]’s policies and procedures for compliance.

In some instances, agencies may overlay guidelines that expand upon the requirements
of federal law. [Sample Client] must be cognizant of agency guidelines and incorporate
those guidelines into [Sample Client]’s policies and procedures.
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Section 2 Summary

The Truth in Lending Act (TILA) or Regulation Z promotes the informed use of consumer
credit. TILA requires specific disclosures about the terms and cost of credit at the time
the consumer applies for credit and throughout the life of the loan. In addition to required
disclosures, TILA also includes comprehensive protections for consumers, including but
not limited to the following:

Provides the consumer the right to rescind (cancel) certain mortgage transactions

e Imposes certain limitations on home-equity plans

e Prohibits certain acts or practices in connection with crégdit secured by a dwelling

and secured by a consumer’s principal dwelling

e Special protections for closed-end mortgage loans that s or fees above

specified amounts

e Mandates valuation independence, reg e free of any influence

2.1 Coverage

Generally, Regulation Z applie
credit (other than a person exclude@ from coverage) when the following four conditions

are met:

1.  The credit is offer extended to consumers.
. The offering or extensi redit is done regularly.
3. The credit is subject to a finance charge or is payable by a written agreement in
more than four installments.
4. The credit is primarily for personal, family, or household purposes.

Regulation Z covers most open-end and closed-end consumer credit transactions,
including credit cards, mortgage loans, home equity lines of credit, and reverse
mortgages, as well as provides additional rules which would cover some open-end credit,
credit cards, and student loans.

Regulation Z exempts certain transactions, including the following:

e Business, commercial, agricultural, or organizational credit
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Section 3 Requirements

Regulation Z requires all creditors and originators to inform their consumers of the direct
and indirect costs of financing and the terms and conditions of their credit agreements.

Regulation Z is divided into the following subparts:
e Subpart A, General
e Subpart B, Open-End Credit
e Subpart C, Closed-End Credit
e Subpart D, Miscellaneous
e Subpart E, Special Rules for Certain Home Mortgage Trang@ction
e Subpart F, Special Rules for Private Education Loans

e Subpart G, Special Rules Applicable to Credit Carg Accounts en-End Credit
Offered to College Students

For purpose of this guide, Subparts F and G

31 Open-End Credit

3.11 Home Equity Plans

The following provisions apply redit plans such as home equity plans.

3111 General closurerequirements

[Sample Client] must the disclosures required by this section clearly and
conspicuously in writing, i m the consumer may keep. The disclosures may be
provided to the consumer in electronic form, subject to compliance with the consumer’s
affirmative consent and other applicable provisions of the Electronic Signatures in Global
and National Commerce Act (E-Sign Act).

Disclosures required by this section may be made in a language other than English,
provided that the disclosures are made available in English upon the consumer's
request.
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