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Webinar Guidelines

= Participants are in listen-only mode

= Submit questions via the Q&A box on the bottom right
panel

= Questions will be answered as time permits

= Offering 1.0 CLE credit in California and New York*

= WebEXx customer support: +1 888 447 1119, press 2

AWilmerHale has been accredited by the New York State and California State Continuing Legal Education Boards as a provider of continuing legal
education. This program is being planned with the intention to offer CLE credit in California and non-transitional credit in New York. This program,
therefore, is not approved for New York newly admitted attorneys. Attendees of this program also may be able to claim England & Wales
Unaccredited CPD for this program. WilmerHale is not an accredited provider of Virginia CLE, but we will apply for Virginia CLE credit if requested.
The type and amount of credit awarded will be determined solely by the Virginia CLE Board. Attendees requesting CLE credit must attend the entire

program.
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Agenda

|. TILA/RESPA and TRID Implementation
= Background of TILA and RESPA
= Dodd-Frank and Introduction of TRID
= CFPB Education and Implementation Efforts

ll. Major TRID Issue Areas
= Good Faith Compliance Efforts
= Liability
= Definition of “Application”
= Vendor Management
= Ability to Reset Tolerances Post-Closing Disclosure
= Seller-Paid Fees
= Record Retention

lll. Compliance Tips
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|. TILA/RESPA and TRID Implementation

TILA and RESPA - Background

Truth in Lending Act (TILA) — 1968
= Rule-writing authority: The Federal Reserve

Real Estate Settlement Procedures Act of 1974
= Rule-writing authority: HUD

= Two agencies, two laws

= Two inconsistent sets of rules, two overlapping forms
= Confusing for customers
= Burdensome for lenders and settlement agents
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Dodd-Frank

= Sections 1032(f), 1098 and 1100A Direct the CFPB To
Enact Rules That Combine These Disclosures; Dodd-
Frank Deferred to the CFPB as to How To Do This

= Consumer testing
= Stakeholder outreach

= November 2013 — The CFPB Issued the TILA-RESPA
Integrated Disclosure (TRID) Final Rule

= January 2015 — TRID was amended
= (Qctober 2015 — TRID effective date
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Loan Estimate and Closing Disclosure
al Forms

This form is a statement of final loan terms and closing costs. Compare this

Closmg DISC|Osure document with your Loan Estimate.
Closing Information Transaction Information Loan Information
Date ssugd 4/15/2013 Borrower  Michael Jones and Mary Stone Loan Term 30 years
Closing Date 4152013 123 Anywhere Strest Purpose  Purchase
Disbursement Dabte  4/15/2013 Anytown, 5T 12345 Product Fixed Rate
Settlement Agent  Epsilon Title Co. Seller Steve Cole and Amy Doe
File# 123456 321 Somewhare Drive LoanType X Corwentional CIFHA
Property 456 Somewhere Ave Anytown, ST12345 ovao_
Anytown, ST 12345 Lender Ficus Bank LoaniD# 123456789
Sale Price $180,000 MIC# 000654321
m Can this amount increase after closing?
Loan Amount $162,000 NO
Interest Rate 3.875% NO
Monthly Principal & Interest $761.78 NO
See Frojected Payments below for your
Estmated Total Monthly Payment
Does the loan have these features?
Prepayment Penalty YES - Ashigh as $3,240 if you pay off the loan during the
first 2 years
Balloon Payment NO
Projected Payments
Payment Calculation Years 1-7 Years 8-20
Principal & Interest §761.78 $761.78
Mortgage Insurance + 8235 + —
Estimated Escrow + 206.13 + 20613
Amount can increase over time
Estimated Total
Monthly Payment $1,050.26 $967.91
This estimate indudes In escrow?
Estimated Taxes, Insurance [ Property Taxes YES
&Assessments $356.13 %] Homeowner's Insurance YES
Amount can increase over time amonth [x] other: Homeowners Association Dues NO
See page 4for details See Escrow Account on page 4 for details, You must pay for ather property
costs separately.
Costs at Closing
Closing Costs $9,712.10  includes $4,694.05 in Loan Costs + $5,018.05 in Other Costs - 50
in Lender Credits. See page 2 for details.
Cash to Close 514,1 47.26 Includes Closing Costs. See Calculating Cash toClose on page 3for details.
CLOSING DISCLOSURE PAGE 1 OF 5 - LOAN ID # 123456789
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TRID Rule Overview

= | oan Estimate

= Combined the initial TILA disclosure and RESPA's Good
Faith Estimate (GFE)

= Closing Disclosure
= Combined the final TILA disclosure and RESPA's HUD-1

= TRID Includes a Number of New Requirements
= Timing requirements
= Tolerance levels for disclosed estimates
= Pre-disclosure requirements
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TRID — General Scope

* Closed-End Consumer Credit Transactions Secured by
Real Estate

= Does NOT apply to:

 Reverse mortgages

« HELOCs

e Chattel dwelling loans

« Loans made by a person who makes five or fewer mortgages
in a year

« Certain no-interest loans secured by subordinate liens made
for the purpose of down payment or similar reasons
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CFPB Implementation Efforts

= Implementation Website
= Small entity compliance guide
= Guide to forms
= Sample and annotated forms
= Factsheets

= eRegulations Tool

= Five-Part CFPB Webinar Series
= Part 1: Overview of Rule — June 17, 2014
=  Part 2: FAQs — August 26, 2014
= Part 3: Loan Estimate Form — October 1, 2014
= Part 4: Closing Disclosure Form — November 18, 2014
= Part Implementation Challenges — May 26, 2015

= Publications
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Il. Major TRID Issue Areas

= Enforcement and Liabllity
= Good faith compliance efforts
= Liability issues and secondary market concerns

= |mplementation and Compliance
= Vendor management
= “Application” definition
= Ability to reset tolerances post-closing disclosure
= Seller-paid fees
= Record retention
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Good Faith Compliance Efforts
= Guidance from CFPB, OCC, FDIC

= “[E]arly evaluations will be corrective and diagnostic, not
punitive” — Richard Cordray, February 23, 2016

= Examination Considerations
= Implementation plan
= Updating policies and procedures

= Training of staff
= Handling of technical and other implementation issues

= CFPB - Focus on Compliance Management System

= Similar to January 2014 mortgage rules

= TRID is one of the CFPB’s four main mortgage origination
examination priorities for 2016

WilmerHale




Liability
= Dodd-Frank did not alter TILA/RESPA liability provisions

= TILA provides for private rights of action; RESPA does
not

= The CFPB did not specify in regulatory text or official
staff commentary which provisions relate to TILA and
which to RESPA liability provisions

= TILA allows for a borrower to sue only for violations of
requirements imposed under Part B
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Liability — Investor and Market Concerns
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Liability — Investors and Secondary
Market

= Concerns
= When purchasing a loan with a TRID Error
e Assignee liability
« Contractual representations

* Indemnification/repurchase demand based on “compliance
with law” representations

= HUD and Fannie Mae / Freddie Mac will not initially
exercise repurchase rights based on technical
non-compliance

* Presents risk for private rights of actions — False Claims Act
and FIRREA

= Curing TRID Violations
= Prompt corrective action
= TILA provides options to limit liability, but does TRID?
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Vendor Management

= Using Vendors Can Help with TRID Compliance

= Data collection, data transfer, document generation,
fulfillment and eSign, storage, audits and more

= Completing loan estimate and closing disclosure (brokers,
LOS providers, compliance reviewers, others)

= Flexibility for Creditors/Settlement Agent Relationships

= Director Cordray’s Remarks to MBA:

“Some vendors performed poorly in getting their work done in a timely
manner, and they unfairly put many of you on the spot with changes at the last
minute or even past the due date. It may well be that all of the financial
regulators, including the Consumer Bureau, need to devote greater attention

to the unsatisfactory performance of these vendors and how they are affecting
the financial marketplace.” — October 19, 2015
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Definition of “Application”

The “Submission of A Consumer’s Financial Information
for the Purposes of Obtaining an Extension of Credit”

=  Six elements: (i) name, (ii) income, (iii) SSN, (iv) property
address, (v) estimated value of property and (vi) mortgage
loan amount sought

= Removes catch-all provision in RESPA definition
Sequencing of Information — Online Applications
Pre-Qualifications/Pre-Approvals

Verification of Documentation

Refinances
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Ability to Reset Tolerances After Closing

Disclosure
= Revised Loan Estimates and Closing Disclosures

= Timing Rules for Closing Disclosure Do Not Account for
Early Delivery of the Closing Disclosure
= Risk that a corrected closing disclosure based on a change

In circumstance cannot, under any scenario, be relied upon
for good faith and resetting applicable tolerances

* The last chance to reset tolerances may be the initial closing
disclosure

= Uncertainty as to how the CFPB will interpret this issue
 See August 2014 webinar
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Seller-Paid Fees

TRID Accounts for Some Seller-Paid Fees

“Seller Credits” Known to Creditor at Time of Delivery of
the Loan Estimate Must Be Disclosed

= Costs the borrower will pay for, is likely to pay for, or has
contracted with a person other than the creditor or loan
originator to pay at closing

There Is a Basis To Distinguish between Required and
Optional Settlement Services

Refund/Cure Requirements — TRID is Silent
= 2010 HUD RESPA Guidance
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Record Retention

= Regulation Z requires that evidence of compliance with
the disclosure requirements must be retained for three

years

= Creditor must retain copies of the closing disclosure and
all documents related to the closing disclosure for five

years

= Requirements if creditor sells, transfers or otherwise
disposes of its interest in a mortgage and does not
service the loan

= Lenders should pay attention to IT infrastructure
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Ill. Compliance Best Practices
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Questions?

Michael Gordon, Partner, WilmerHale
+1 202 663 6214
michael.gordon@wilmerhale.com

Daniel Kearney, Counsel, WilmerHale
+1 202 663 6285
daniel.kearney@wilmerhale.com

Eamonn Moran, Counsel, WilmerHale
+1 202 663 6638
eamonn.moran@wilmerhale.com

AWilmerHale has been accredited by the New York State and California State Continuing Legal Education Boards as a provider of continuing legal
education. This program is being planned with the intention to offer CLE credit in California and non-transitional credit in New York. This program,
therefore, is not approved for New York newly admitted attorneys. Attendees of this program also may be able to claim England & Wales
Unaccredited CPD for this program. WilmerHale is not an accredited provider of Virginia CLE, but we will apply for Virginia CLE credit if requested.
The type and amount of credit awarded will be determined solely by the Virginia CLE Board. Attendees requesting CLE credit must attend the entire
program.

Wilmer Cutler Pickering Hale and Dorr LLP is a Delaware limited liability partnership. WilmerHale principal law offices: 60 State Street, Boston, Massachusetts 02109, +1 617 526 6000;
1875 Pennsylvania Avenue, NW, Washington, DC 20006, +1 202 663 6000. Our United Kingdom office is operated under a separate Delaware limited liability partnership of solicitors and
registered foreign lawyers authorized and regulated by the Solicitors Regulation Authority (SRA No. 287488). Our professional rules can be found at www.sra.org.uk/solicitors/code-of-
conduct.page. A list of partners and their professional qualifications is available for inspection at our UK office. In Beijing, we are registered to operate as a Foreign Law Firm
Representative Office. This material is for general informational purposes only and does not represent our advice as to any particular set of facts; nor does it represent any undertaking to
keep recipients advised of all legal developments. Prior results do not guarantee a similar outcome. © 2004-2016 Wilmer Cutler Pickering Hale and Dorr LLP
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