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T he Consumer Financial Protection 
Bureau (CFPB) recently issued pro-

posed rules which are a key focus of and 
area of concern for the financial services 
industry. The 1,100-page document proposes 
two new disclosures: the Loan Estimate and 
the Closing Disclosure. These disclosures 
will be a direct result of the combination of 
the Early Truth-in-Lending Disclosure and 
Good Faith Estimate (Loan Estimate) as 
well as the combination of the Final Truth-
in-Lending Disclosure with the HUD-1 
(Closing Disclosure). 

The proposed changes stem, in part, 
from (i) the often difficult (for borrowers) 
to understand information contained in the 
various opening and closing disclosures 
and (ii) from the complexities faced by len- 
ders in ensuring compliance with the underly- 
ing requirements for the disclosures. A result 
of these issues has been that not only are 
the disclosures confusing for customers 
but also lenders have found them burden- 
some and time consuming to explain. 

In an effort to make the disclosures easier for
the consumer to understand and to use for com-

parison shopping, the CFPB has proposed forms 
with clearer language and a well-thought  
through focus group tested design. The result
is shaping up to be a set of disclosures that 
clearly highlights key information, such as 
total interest paid, loan features, loan costs, 
and more. This is done in a way that is much 
more intuitively clear and that better equips 
customers and lenders with information 
necessary to decide whether the customer 
can afford the loan. In addition to specifying 
the combined disclosure data, the proposed 
rule also provides a detailed explanation of 
how disclosures are to be filled out and used, 
as an earnest measure to avoid the level of 
industry confusion and frustration with the 
Real Estate Settlement Procedures Act (RE-
SPA) changes in 2010. 

While the goal of the new rules is to alle-
viate confusion and errors on the consumers’ 
end of the mortgage process, the initial ef-
fect on lenders will likely not be so beneficial.  
The same timing provisions that allow con-
sumers ample and consistent amounts of time
to review the documents will put added pres-
sure on lenders in the production and release 
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of the documents. As a means of coping 
with the changes, in many cases, lenders 
will need to reevaluate their document 
creation processes and make the changes 
necessary to suit the stricter requirements. 

The CFPB has been laser focused on 
making the new disclosures easier for both 
consumer and lender to understand and 
use. Although these changes will (hope-
fully) greatly diminish confusion and 
redundancy, implementation will require 
lenders, mortgage brokers, and settlement 
agents to make substantial changes to their 
loan solutions and expend resources to re-
train their staff. There will be many hard 
and soft costs – at least in the short- and 
medium-terms.  This WILL be an expen-
sive undertaking.  

To help put a bit of a finer point on the 
costs, it has been estimated by industry 
leaders that the cost of implementing the 
new disclosure requirements will be be-
tween $2 and $2.5 million per solution 
provider to implement these changes.  This 
does not yet account for the hard costs 

that will be borne by lenders.  Millions of 
dollars of costs before we even get to the 
expenses directly paid by lenders.  That is
a bit scary.

Even without knowing the costs, it is the 
burden of the lenders to decide how best 
to adjust their practices and standard op-
erating procedures to make the transition 
as smoothly as possible. Not only will the 
proposed rules consume monetary resourc-
es, but they will also involve a great deal 
of time allocation by financial institutions, 
adding strain that is much less easily quan-
tified, but undoubtedly costly nonetheless.  
But of even greater consequence, greater 
by far, are the compliance, litigation, repu-
tation, and transactional risks arising from 
failing to execute the new requirements 
accurately and efficiently – not to mention 
the anticipated “tweaks” that will be made 
in the months following the effective date 
of the new disclosure requirements.

Shift thE foCuS
While all lenders will feel significant 
pressure as related to the time allocations 
and resource expenditures necessary for 
hiring and training staff and for selecting 
and implementing the best solutions (and 
partner) to compliantly meet the seem-
ingly overwhelming changes required by 
the rules, not all lenders will feel the same 
pain.  Specifically, lenders who are current-
ly using static documents (i.e., forms with 
checkboxes and non-dynamic content) will 
be challenged by the palpable risks and ex-
penses arising from attempting to respond 
to the changes with the same document 
solutions and thought processes they were 
using prior to the proposal – specifically, 
solutions and thought processes that were 
built and rely upon templates and docu-
ment images rather than on the data that 
needs to be disclosed. 

Lenders using static document solutions 
will want to find a new way to disclose the 
information required by the CFPB for the 
Loan Estimate and Closing Disclosure. If 
they continue to rely on the old technol-
ogy, keeping up with the fast-paced and 
complex changes will border on (or actu-
ally cross the line of) being impossible.  

In addition to template document updates 
every time a new agency Q&A or staff in-
terpretation is issued, lenders will be left 
to their own devices to monitor the static 
documents for completeness and accuracy 
in all of the various transaction types that 
need to be accounted for. 

When the nature of the current financial 
environment is taken into account, it is rea-
sonable to assume that there will be many 
additional changes to document require-
ments forthcoming.  This will not be the 
last time lenders will be expected to make 
major (and costly) adjustments to remain 
in compliance with regulatory demands.

it’S SCary but it Can bE oK…
Rather than fighting the effects of the new 
data disclosure requirements, it will serve 
lenders to find ways to adapt and prepare 
for more to come. In order to stay on top 
of the coming changes, lenders would be 
well served to implement solutions that can 
easily, quickly and nimbly adapt when nec-
essary. The only way that financial institu-
tions will be able to cope with the various 
upcoming changes is to move away from 
solutions that enact changes one document 
template at a time and start utilizing a dy-
namic data-driven solution that will read-
ily adapt to the plethora of changes yet to 
come. 

As a means for understanding how and 
why this type of solution will be immense-
ly beneficial to lenders when bracing for 
the changes to come, it is helpful to look at 
what the “data-driven” solution offers that 
traditional document solutions simply do 
not and cannot.  

A data-driven solution for mortgage 
lending will not only manage current and 
future compliance risks, but also simplifies 
business processes and allows financial 
institutions to extend the profitability of 
mortgage lending products. The way that 
this solution accomplishes this task is by 
eliminating the need for the traditional 
forms and templates that lenders are used 
to and focuses instead on the information. 
As a result, updates are faster and more 
consistent.

Additionally, data-driven solutions have 
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built-in compliance. This means that infor-
mation about a transaction is validated as 
it is supplied so that accurate and complete 
data drive the generation of the necessary 
disclosures the first time and every time – 
mitigating the training risks for a lender’s 
staff and negating the risk of incomplete 
data disclosure in violation of the legal re-
quirements.  This aspect of the data-driven 
solution results in perfect transaction docu-
mentation for lenders and in the process 
mitigates risk for both lender and consum-
er.  The result is less training expense, less 
implementation expense and less financial 
exposure for failing to comply.

When stripped down to bare bones, the 
data-driven solution allows the lender to 
focus on the transaction rather than the 
document. Rather than having to produce 
templates for each specific document 
needed, the lender uses the data provided 
to lead the transaction process. This intui-
tive process saves a great deal of time and 
significantly reduces the volume of docu-
ments necessary for the lender’s mortgage 
library. Implementing this type of solution 
equips lenders with the flexibility neces-
sary to adapt for industry-wide changes yet 
to come. 

Documents are driven by the data that is 
needed for a specific transaction. This rep-
resents a new paradigm, as we throw away 
the picture of the document and focus on 
the data required to manage the transaction 
risks. The document builds itself dynami-
cally, so the result is always configured to 
match the parameters of the transaction in 
question. Processes and workflows can be 
simplified delivering greater value to lend-
ers and their customers. 

The value of a system that assembles 
documents based on information about 
the specific transaction is paramount. Data 
is an underlying theme of the CFPB’s 
proposed rule for the new disclosures.  A 
seamless application of industry knowl-
edge, business logic, compliance rules, and 
leading data-driven document technologies 
can transform how documentation is pre-
pared. Built-in compliance means that in-
formation about a transaction is validated 
as it is entered so that lenders can assemble 

accurate documents. 
At the end of the day, will it be costly 

for lenders to prepare for and to comply 
with the new disclosure requirements?  
Yes.  Can lenders make choices now that 
will minimize those hard and soft costs? 
Yes.  But these things are only possible 
when the concept of “template” documents 
is replaced with the paradigm of the new 
disclosure requirements – data: disclosing 
to customers the data that equips them to 
compare and understand the terms of their 
credit options.

thE finiSh LinE
Suffice it to say, the future of successfully 
documenting financial transactions in-
volves applying technology in innovative 
ways to create solutions that bring together 
the applicable rules, requirements and best 
practices in ways that are flexible enough 

to meet your institution’s specific business 
needs as relate to managing transaction 
level risks and winning more business. 

Lenders must come to terms with the 
fact that the financial industry is undergo-
ing changes and will continue to do so far 
into the foreseeable future. Rather than try 
to adapt one change at a time, it will be far 
more efficient and much less prone to er-
rors and frequent changes to implement 
documentation solutions that will allow for 
the flexibility necessary to stay on course 
when changes are introduced. A dynamic 
data-driven solution is necessary first step 
in bracing lenders for what is yet to come.   
Focus on the data.  Focus on the transaction.  
Focus on developing close personal work-
ing relationships with a partner that can lead 
and walk along side you to implement the 
hundreds of new rules that will be coming 
in the weeks, months and years ahead. ❖

Index of Advertisers

Advertiser Pg#
Associated Software Consultants
www.powerlender.com 22

Avista Solutions
www.avistasolutions.com 20

Calyx Software
www.calyxsoftware.com 32

Compliance Systems, Inc.
www.compliancesystems.com 1

Data-Vision
www.d-vision.com 38

DocVelocity
www.docvelocity.com 18

eLynx
www.elynx.com 10

eSignSystems
www.esignsystems.com 8

Fiserv
www.fiserv.com 6

Five Brothers
www.fivebrms.com 33, 39

Advertiser Pg#
Mortgage Banking Solutions
www.lykkenonlending.com 46

Mortgage Builder
www.mortgagebuilder.com 24

MortgageFlex
www.mortgageflex.com 12 

NexLevel Advisors
www.nexleveladvisors.com 16

QuestSoft
www.questsoft.com 40

The Turning Point
www.turningpoint.com 14

Wingspan
www.wingspanportfolioadvisors.com 44

Xerox Mortgage Services
wwwxerox-xmscom 4

Xetus
www.xetusone.com 34

About the Author
Reid Smeda, Sr. is the president of Compliance Systems, Inc. 
Reid has over 20 years of banking experience – serving in 
senior roles as an attorney, lender and business leader for 
national and international financial institutions. Compliance 
Systems, Inc., (CSi) is a highly respected provider of best in 
class “financial transaction” technology and expertise.




