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Top Compliance Concerns

Whether your compliance is in-house or 
outsourced, time is precious when it comes 
to implementing the CFPB’s rulemakings.

July 2013 marked the third anniversary of the  
Dodd-Frank Act and the second anniversary of 
 the Consumer Financial Protection Bureau’s  

        (CFPB) inception. What has changed? 
In some ways, things remain constant when it comes to 

compliance concerns – lenders worry about implementing 
major regulations, and the pace of change comes very quickly.



The industry is still plagued by the 
CFPB’s quick rule announcements and 
even quicker implementation dates two 
years later. Mortgage professionals are 
strained in their adoption, updating and 

implementing periods due to the sheer 
amount of mandates, details and dates 
that require them to cooperate. Are 
lenders warranted with these concerns? 
How can the bureau co-function with 
people and organizations that are un-
easy about every announcement they 
make?

There is one date that looms most 
ominously for many lenders. On Janu-
ary 10, 2014, many of the CFPB’s most 
significant recent announcements go 
into effect. Between now and then, 

lenders must adjust their operations 
to not only comply, but improve their 
compliance practices so subsequent 
rules implementations are implement-
ed as smoothly as possible. 

Understanding the top priorities is 
crucial to a smooth compliance pro-
cess. In its annual survey of mortgage 
compliance concerns, QuestSoft found 
that, unsurprisingly, the most stressful 
regulations have remained consistent 
over the past few years. A deeper look 
inside the results brings to light sev-
eral issues that lenders will be tracking 
closely over the next few months.

TIL/GFE: Where is Lender Trans-
parency?

Sometimes, the more things change, 

the more they stay the same. Accord-
ing to QuestSoft’s annual compliance 
survey, in 2010 more than 420 lenders 
ranked their top compliance concern as 
fee tolerance changes to the Real Estate 
Settlement Procedures Act (RESPA). 
The same survey conducted a year 
later, found the Dodd-Frank Act as 
the greatest compliance concern; fol-
lowed by the combined Truth in Lend-
ing Disclosure (TIL) and Good Faith 
Estimate (GFE) form in 2012. The top 
2013 compliance concern should come 
as no surprise: the TIL/GFE and other 
CFPB-related rulemakings once again 
take this year’s prize as top concerns.

The combined TIL/GFE disclosure 
form was ranked as a 58.8 percent 
high concern among lenders. The 
CFPB united the forms to provide a 
transparent way for borrowers to both 
comparison shop different loan offers 
and to better understand their financial 
responsibilities towards the loan and 
closing costs. While the CFPB has 
done a good job being transparent in 
the revision process, offering multiple 
revisions online for commentary; they 
still have not announced what the final 
set of new forms will look like, nor 
have they published the implementa-
tion deadlines or details concerning 
new standards. 

The industry is still plagued 
by the CFPB’s quick rule 
announcements and even  
quicker implementation dates  
two years later.



RESPA FEE TolERAncES: 
EliminATE SuRPRiSES 
FoR BoRRowER, inducE 
HEAdAcHE FoR lEndER

Transparency is a recurring theme 
that has gained significant traction 
within the mortgage lending industry 
since the financial meltdown. Consum-
ers are shown upfront what exactly 
their loan will cost them, and lenders 
are required to strictly adhere to the 
provisions laid out for them. 

RESPA fee tolerances were rated a 
49.7 percent high concern in Quest-
Soft’s same survey. If the settlement 
charges exceed the RESPA Reform 
tolerance category outlined on the bor-
rower’s Good Faith Estimate (GFE), 
they are legally required to reimburse 
the additional charges; adding addi-
tional stress to the lender, slowing busi-
ness processes or worse, jeopardizing 
compliance.

According to the Federal Reserve, 
these “tolerances” associated with 
the RESPA Reform Rule were imple-
mented to limit the amount actual 
settlement charges can vary at closing 
time – making closing time stressful 
and somewhat of a gamble. 

Fees are divided into three categories:
1. Zero tolerance – These 

fees cannot change from 
initial disclosure to fund-
ing except in rare cases.

2. Ten percent tolerance - These 
fees are normally associated 
with originator required settle-
ment services, but also include 
other categories including 
some government charges.

3. No tolerance – These fees 
are not subject to any 
tolerance restrictions.

Digging deeper into the survey with 
personal calls to respondents, Quest-
Soft found that while there are a num-
ber of issues with zero tolerance fees, 
the largest problem is clearly with in-
accurate disclosure of third party fees. 
Additionally, while significant RESPA 
fee cures happen in all sizes and types 
of lenders, it seems the most prevalent 
and costly cures are more consistent in 
wholesale lenders as well as national 
lenders with small to moderate foot-
prints in states. One industry expert has 

indicated the average cure is still about 
$75 per funded loan.

Unfortunately, QuestSoft does not 
see this top concern or the fee cure pen-
alties subsiding any time soon. Most 
loan software programming resources 
are constantly being redirected to the 
continuous barrage of new regulations, 
making it difficult to catch up with the 
slew of new regulations.

AnTiciPATing 
JAnuARy 14, 2014

Whether your compliance is in-house 
or outsourced, time is precious when 
it comes to implementing the CFPB’s 
rulemakings. Consistent industry mon-
itoring and maintaining relationships is 
crucial to ensure compliance and avoid 
audits. The amount of rules is a burden 
to even think about complying with, let 
alone actually achieving total compli-
ance. QuestSoft’s survey respondents 
ranked CFPB-related rulemakings as 
a 52.7 percent high concern, second 
highest in the survey.

Among the most significant rules 
going into effect next January, are 
seven rules, grouped into three primary 
categories. 
undERwRiTing STAndARdS

Three of the rules specifically apply 
to the standards and processes govern-
ing underwriting: 

• Qualified Mortgage (QM) and 
Ability to Repay (ATR): Outlines 
eight criteria for determining 
whether a borrower has the abil-
ity to repay a loan and outlines 
a safe harbor for loans that meet 
the strict QM standards.

• High Cost Mortgage (HCM): 
This rule expands coverage to 
money transactions and home eq-
uity lines of credit (HELOC) and 
lowers the threshold for coverage 
as a HCM. The rule also adds 
counseling requirements for bor-
rowers seeking to close an HCM.

• Mortgage Loan Officer (MLO) 
compensation and Qualification: 

Sets limits on compensation and 
establishes additional qualifica-
tions for MLOs.

SERvicing STAndARdS
Two servicing rulings may provide a 

hint at the reforms coming to the Truth 
in Lending Act (TILA) and Real Estate 
Settlement Procedures Act (RESPA) 
later this year.

• New Servicing Standards – 
TILA: Servicers must provide 
additional ARM adjustment no-
tices and provide monthly billing 
statements in a certain format.

• New Servicing Standards – RE-
SPA: Servicers must inform 
borrowers if the loan will be 
serviced by another company at 
the closing table, and servicers 
must build out more complete 
processes for tacking and keep-
ing records of borrower commu-
nications. 

APPRAiSAl REquiREmEnTS
The final two rules going into ef-

fect next January apply to appraisal 
requirements.

• Appraisal requirements for 
Higher Priced Mortgage Loans: 
Outlines requirements for HPM 

Transparency is a recurring 
theme that has gained significant 
traction within the mortgage 
lending industry since the 
financial meltdown.



loans, including interior inspec-
tions and validating that the bor-
rower received the appraisal. 

• Appraisal Disclosure: Spells out 
that in any loan, the appraisal 
must be provided to the borrower 
at least three days before closing.

These rules have become a very high 
source of anxiety since their announce-
ment. As a compliance company, 
QuestSoft has seen an exponential in-
crease in the number of meetings and 
support sessions with clients; mostly 
reassuring them with details of our 
plans to address the thousands of pages 
of new regulations.
S.A.F.E. AcT – THE 
only BRigHTER SPoT 
in THE SuRvEy

The QuestSoft compliance survey 
showed a reduction in concern in 
S.A.F.E. Act licensing and registration 
concerns for the fi rst time in fi ve years. 
This is refl ective in the greater stability 
in the process along with recent efforts 

by many states to streamline the testing 
process. 
coPing wiTH cHAngES

Sweeping change that affects indus-
tries and employees in the marketplace, 
is never an easy adjustment. However, 
to streamline the transition, the CFPB 
announced its Regulatory Implementa-
tion page, an information tool for lend-
ers, servicers, creditors and borrowers 
to learn more about each pending rule 
and implementation dates in plain lan-
guage. Through this, the CFPB hopes 
to ease top industry concerns.  

Additional concerns found amongst 

QuestSoft’s polled lenders including 
the Qualifi ed Mortgage (QM) rule, Fair 
Lending exam scrutiny and state con-
sumer lending laws.

Transparency, feedback and infor-
mational tools will simplify the imple-
mentation process ahead of January 
2014. However, it is up to industry pro-
fessionals and organizations to adhere 
to, update and comprehend the CFPB’s 
rules and fi ne details in order to better 
serve and protect the consumer. 

2014 will be a year of unprecedented 
change and compliance – are you pre-
pared?  
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