
There’s little argument that 
preparing for this summer’s 
RESPA-TILA changes is go-

ing to be hard. And overwhelming. 
And exhausting. And frustrating. We 
said the same about 2010’s RESPA 
changes. They were difficult as well, 
but we got through them, and we 
kept on lending. 

We started talking the day the 
RESPA-TILA rule was announced 
that this regulation is more than the 
swapping out of three legacy disclo-
sures with the new Loan Estimate 
and Closing Disclosure, the latter 
of which should be of keen interest 
to lenders for reasons we’ll discuss 
shortly. While the regulation cer-
tainly starts with document changes, 
it reaches much further than that.    

It’s easy to see why (and it’s one 
of the reasons the regulation was re-
leased in November 2013) the rule 
does not take effect until August 
2015, almost 21 months later. Prop-
erly implementing RESPA-TILA, in 
addition to changing documents, sug-
gests significant changes in the mort-
gage process. It also provides lenders 
an important opportunity to talk with 
borrowers about mortgage finance. 

While much has been said about the 
level of effort RESPA-TILA requires, 
the lender benefits are not something 
anyone has spent a great deal of time 
on. Yet there are benefits for lenders 
that extend beyond those for consum-
ers, as unlikely as that may seem to-
day. Some of these upsides will pay 
dividends for years to come.   
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Properly implementing RESPA-TILA, 
in addition to changing documents, 
suggests significant changes in the 
mortgage process.

Process improvement has been a 
hot topic since the mortgage industry 
began, so let’s start there. During re-
finance cycles, process improvement 
gets little more than lip service because 
everyone is far too busy closing loans. 
When volume tapers off, as it has over 
the past 12 or so months, processes 
get more attention. As it happens, the 
regulation’s effective date and lower 
industry volumes coincided this time 
around, the perfect confluence of 
events. So it is time to take action, fol-
lowing the regulation’s lead to concen-
trate efforts in three principal areas:  

First is preparation and delivery 
of the Closing Disclosure. Under 
RESPA-TILA, this disclosure must be 
delivered three days before closing. 
Contrast this with current practice, as 
mortgage lending is one of the origi-
nal just-in-time industries. Closing 
documents typically arrive shortly 
before closing, providing very little 

the requirement is that early delivery 
increases transparency, something all 
borrowers have sought since the hous-
ing crisis, although first-time home-
buyers are more likely to demand it.  
For every borrower, closings should 
be both smooth and fast. The three-day 
requirement should increase borrower 
satisfaction. 

Lender satisfaction should increase, 
as well. The new three-day period 
should reveal errors and other issues 
that can be fixed prior to closing at 
far lower cost. The number of ‘bro-
ken’ loans — those loans requiring 
post-closing corrections — should 
decrease. While the number of broken 
loans won’t go to zero, more error-
free loans at closing will increase the 
amount of time available to work on 
new originations as well as decrease 
the cost-to-close.

Early delivery brings clarity to 
lenders and borrowers, but it also 

involves potentially extensive pro-
cess changes. One way to address the 
requirement is simply to expand pro-
cessing time by three additional days. 
While this is a potentially  workable 
solution, it is likely to increase the 
cost-to-close, since time is money. It 
will also have a negative impact on 
borrower satisfaction.  

The better answer is to find new 
ways to improve efficiency throughout 
the mortgage origination cycle. This 
starts with borrowers leveraging their 
lender’s online web portal. Today’s 
millennial borrowers expect to apply 
on-line, having spent their entire lives 
there. That’s a good reason to take this 
step. Another good reason is that mov-
ing online allow the lender to quickly 
and electronically capture application 
and loan data so that it can be put to 

use immediately, triggering workflow 
such as service orders.  

The process continues electronically 
using technology to deliver disclosures 
and even signature by the borrower. 
Technology can be even more helpful 
with document imaging that captures 
and stacks required ‘paperwork’ so it 
can easily be underwritten and moved 
quickly to closing. Throughout this 
all-electronic, paperless journey, the 
digital nature of the mortgage lends it-
self to keeping the borrower informed 
every step of the way, using the same 
portal through which they applied. The 
best lenders using the best technology 
originate, process and close in just this 
way, having made the move to digital 
mortgage lending well in advance of 
August 1, 2015.

Early delivery also creates the op-
portunity for both borrower education 
and realtor education. For borrowers, 
it is a matter of making them com-

fortable with the new disclosures and 
closing timelines. Borrowers do not 
understand the mortgage origination 
cycle today. RESPA-TILA provides 
the perfect opportunity to help them 
increase their knowledge. For both 
borrowers and realtors, explaining the 
end to last minute closings is essential, 
even mandated by the rule. Some vet-
eran borrowers and realtors who are 
accustomed to getting deals done right 
away will have to adjust their expec-
tations. The time to start helping with 
those adjustments is now.

The second area to focus efforts is 
in preparation of the Closing Disclo-
sure. The new Closing Disclosure is a 
blend of the Truth-in-Lending (TIL) 
disclosure and the Settlement State-
ment (HUD-1), both of which are 
being retired. The Settlement State-

time for anyone’s review, let alone 
understanding.  

This is troublesome, time-consum-
ing and expensive for everyone.  Er-
rors found at the closing table must be 
corrected prior to closing, delaying the 
process for all parties   Errors found 
after closing must be corrected as well, 
typically taking far more time and 
causing needless confusion, especially 
for the borrower.

The borrower is the targeted benefi-
ciary of three-day advance delivery. In 
writing the regulation, the Consumer 
Financial Protection Bureau (CFPB) 
is clear in its desire that the borrower 
have adequate time to review and un-
derstand what they are committing to. 
Three days gives them time to read, re-
search, ask questions, and find errors. 
A more positive way to think about 



ment is almost always prepared by the 
settlement agent, but RESPA-TILA 
gives lenders the option of preparing 
it. The Closing Disclosure can be pre-
pared by either the lender or the settle-
ment agent. That’s the good news, as 
it opens even more possibilities for 
process improvements, document ac-
curacy and speed.

No matter who prepares the Closing 
Disclosure, the lender is accountable 
for compliance under the regulation. It 
is also important to keep in mind that 
the new disclosure is governed by the 
Truth in Lending Act (TILA), not the 
Real Estate Settlement Procedures Act 
(RESPA). TILA invokes different ex-
pectations for accuracy as well as new 
enforcement provisions. The penalties 
for non-compliance are also more se-
vere than under RESPA.  

Consequently, while working 
through process improvements to 
ensure early delivery of the Closing 
Disclosure, lenders also need to decide 

who prepares it. Our informal poll 
— conducted through daily discus-
sions with lenders — indicates lender 
preparation is in the lead, thanks both 
to process improvement opportunities 
as well as compliance risk mitigation.  

The third area where RESPA-TILA 
preparation is beneficial is an evalua-
tion of fees and fee templates. HUD 
line numbers are retiring with the 

HUD-1 in August. HUD line numbers 
have driven the fee component of the 
mortgage business for many years. 
With their replacement comes an op-
portunity to examine and re-think all 
fees. Accuracy and tolerances have 
been under heavy scrutiny since RE-
SPA 2010; RESPA-TILA 2015 inten-
sifies this examination. As mentioned 
above, the penalty for errors increases. 
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A careful review, a willingness to 
make revisions and an abundance of 
caution are all in order.

Timely, accurate fee delivery has 
the vendor community’s attention as 
well. Efforts are under way to better 
integrate valuation, title and settlement 
agents, among others. Technology will 
play a leading role here, too, as another 
means of creating the digital mortgage. 
There’s simply no escaping the fact 
that the end of the traditional paper-
crafted mortgage is near.

We see early delivery of the Closing 
Disclosure, preparation of the Clos-
ing Disclosure and a new fee schema 
as RESPA-TILA benefits both in the 
near and longer terms. The timing is 
actually quite good for changes of this 
significance. Volume is down from 
refinance peaks. New borrowers – bor-

rowers who expect the type of trans-
parency RESPA-TILA calls for – are 
expected to enter the market in force 
over the next several years. By adapt-
ing to these changes, you will be ready 

for these new borrowers, and they, in 
turn, will be receptive to this new way 
of doing things. The end result should 
be happier consumers and a lower cost 
to close. v
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