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Chapter 1: Federal Mortgage-Related Laws and Practices

F—E: BIEIOMEERNER

Brief Overview &

In interactions in which money is transacted, there are always those who profit and those who are, in
certain transactions, victimized 2%, fi4it. The majority of the laws detailed in the chapter protect
individuals from becoming victims. With exception, there are also some federal laws in place to
protect the financial stability of the United States as a whole and preclude #% financial meltdowns %
;s from occurring.

EEBRA WA RS, S AR, MAERXLEZ SH, AEBAEZHFE. X—FHKK
HOPERRI DN N T RN ZFHE . ARSI, WA SRR R IR 84 56 [ (1) 4
RARE, b7 kS REL R A .

This chapter reviews federal regulations and the effect they have on the mortgage lending industry.
While outlining these regulations and their impact, it also goes over the requirements mortgage loan
originators and lenders must meet. The chapter is a great overview on how federal mortgage-related
laws have shaped %J: sir the way in which lenders, mortgage loan originators (MLOs), borrowers,
and others involved in the mortgage lending process interact and handle business.

A AT IRFRVE RN S H AP DT AT\ B2 . FENEIRIX LR e Je sz ()[R, el &
T HERE LS NFTRGTJ7 200 R 23R o 1K — B 2 0 IRFSHRAT G OrE Sk B an e 52 i FECBE 7
PURA LN ARG AR S 5 BT 0 AR BN 22 1A L5 0 A A b 55 1) — MR 8 R R
R

. Regulation X — Real Estate Settlement Procedures Act (RESPA)

B x-S HEFIER

Originally passed by Congress in 1974, the Real Estate Settlement Procedures Act (Regulation X,
RESPA), also known as Regulation X, protects consumers who acquire loans on residential properties
(1-4 units). After its passage, the Department of Housing and Urban Development (HUD) was initially
i responsible for the enforcement of RESPA, but the responsibility was shifted ## to the
Consumer Financial Protection Bureau (CFPB) in July 2011, after latest RESPA regulations were put
into effect. The law protects consumers against abuses #/i: &# during loan servicing, prohibits
kickbacks that might unnecessarily increase closing costs, and requires transparency % of closing
costs.

£ 1974 FE @B =S HFEFFIER) (58 X 55, RESPA), AR X VAR, PRIFIE K
55 BEEK IR 9 (1-4 A BAL) . A B AT A& #B(HUD) B AEVE B )G, BT 5T AT
RESPA [1JHERE, (HAESORTY RESPAVEMA UG, 1% ITAER 2011 4 7 H 4 FE B3 9% % SRl RS
JRI(CFPB)o VEARLRITH BB AE DX IHIEASZAZIL, AR LS B, YSCHR BT B o AN b 22 Hh 3
ISR R RAS, I EER A, 5 A )& AL -

On October 3, 2015, modifications were made to the Real Estate Settlement Procedures Act (RESPA)
and the Truth-In-Lending Act (TILA) due to the TILA-RESPA Integrated =44 Disclosure (TRID) rule
being put into effect. After TRID was put into place, changes to disclosure requirements for the
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majority of closed-end loans were made. TRID has complicated and altered = the process slightly.
Now, most closed-end loans (including loans for vacant land and construction-only loans) require
only two disclosures — a Loan Estimate Form which includes the initial APR disclosure and a Closing
Disclosure Form which contains the final APR disclosure. The need for an entirely separate TILA
Disclosure for most closed-end loans has therefore, been eliminated #iik: k.
2015 4F 10 H 3 H, HIT TILA-RESPA Zi& 4l B (TRIDFM A XL, b (piHh =45 AR ik %)
(RESPA)AIT (fZHT9) (TILA)EAT THE . TESLHE T TRID ZJ5, F K2 Hkf b a0 0k il 3t 25 R
BEAT 7B TRID AHIRECEE 1IN BT FL R A . BRAE, R 2 2t A QTR (R0 PR B
Hi GY ORI 0T K) R ER NI R — — 2B S 016 APR I ER TR B A R, — M2
AN APR ER L A5 SAR. PRkG,  Hiast P USRI A 58 BT ) TILA 4588 SO ) /&
SKABEHUH T -
On the other hand, reverse mortgages, known also as open-end loans, now require four disclosures —
an initial TILA Disclosure containing the annual percentage rate, a Good Faith Estimate of closing
costs, the HUD-1 Settlement Statement, and a final TILA Disclosure. However, there are some
exceptional cases in which certain loans require a TILA Disclosure but not any of the following — Good
Faith Estimate, Loan Estimate, HUD-1 Settlement Statement, nor a Closing Disclosure. The loans that
fall under these criteria are the following: equity line of credit, some types of homebuyer assistance
loans, and a manufactured housing loan that is not secured by real estate.
F—J7H, RO, AR TG, IR EOR DU T e — — B0 & - R 2 ) ah
TILA #5588, — Tk P S G5, HUD-1 553K, PLAEJE I TILA #85. SRm, H—
B MG OL T, FEECDT SRR 2 TILA #5E, (HATRELL FARA—Fh— WS 5H . P . HUD-
185553, BOCHERE . fEIXMARE T I OEECHE BLUR LI (B (S AU DR, — SRRl
P E RO, VAR s P AR RS 3l 5 2 B ke
It is important to note that RESPA does not impact 34 cash purchases. The law only applies to
financed transactions as well as refinances, assumptions %%, home improvement loans, reverse
mortgages, and equity lines of credit. As previously mentioned, the HUD-1 Closing Statement and
Good Faith Estimate are only needed for reverse mortgages. Before borrowers begin the process of
obtaining a mortgage loan, they receive several different RESPA disclosures. As an MLO licensee, it is
imperative fm4in, ©%m to know the delivery timelines for such disclosures during the loan process.
HAFERMIE, RESPA FEAMMMEIIE , ZEEFEH TR S, UURESR. AR
5 BB R IR AR SR A (S AU B2k . IEQNATRI$2 2 1), HUD-1 &5 RS
SR R S AR B EE R o AEE N TR HRAT AR Sk i AR i, AR 1] 17 LA AN ]
PG Bk ER . fE— A, SRR, AT T I 2R3 1 7 38 IR FR

When Which Disclosure
At or Within 3 Business | - Special Information Booklet (Home Loan Toolkit)
Days of Application - Good Faith Estimate (GFE)

- Mortgage Servicing Disclosure Statement

- Affiliated Business Arrangement (AfBA) Disclosure (If required
by the lender)*

Pre-Settlement - Affiliated Business Arrangement (AfBA) Disclosure: If the one

who provides the settlement service is someone other than

the lender and if the borrower makes a request, the AfBA

must be given at or before the time of referral
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During Settlement - Final HUD-1 Settlement Statement or Finalized Closing
Disclosure (TILA)

- Initial Escrow Statement: within 45 days of closing (RESPA)

Post-Settlement - Annual Escrow Analysis Statement (RESPA)

- Servicing Transfer Statement (RESPA)

The table above states the required timing of various disclosures during the loan process. This
chapter will go into further detail regarding each necessary disclosure.

AR SN TSI R T & AR B ARER BN A R . AR VRGN iR — S P

Loan Application Disclosures
G RN SE S
At or within three business days of receiving a signed loan application, the loan originator or lender
must give or mail the applicant three disclosures. Having said that, if the lender/loan originator turns
down the application within the three-business day window, the requirements do not apply. As of
now, there is not a specific penalty detailed in RESPA for noncompliance. The three required
documents are those that follow:
EUR B DB TR RIE N 3 N TAEH W, THR&E L NBUBbE N2 ) i g AN SR ALEHE 25 =4 3
o egint, WRBITN/ R ELNAE 3 A TAEHIARANAEL 7z RiE, WERAEH.
FIHFCOA L, A EEX AN S R B EARAE T . =4 B SO0 R
1. A Special Information Booklet: Also known as the “Your Home Loan Toolkit,” it serves as a
guide for a consumer regarding mortgage loans. It describes commonly used mortgage terms
and closing costs. *Note: This is only a requirement for purchase mortgage loans.
RS BF AR A IR s B LR, B —HERE NI EZRNIERE. &
Rk 7 H AR B R A AR 5 B A e A B S AR B O R
2. A Good Faith Estimate (GFE) of the likely closing costs or the Loan Estimate.
o B A0 R (GFE) FH A 1T i e A 1l 5 2 FH Bl Bk B R I TRA
3. A Mortgage Servicing Disclosure that provides the applicant information regarding whether
the lender/loan originator will be servicing the loan or if the servicing rights will be transferred
to another lender/loan originator.
B A BRI B S P B g N BA B 07 /B N2 B & I IE E B EE,
B G0 LS R e i A LA R () B SO B R AE N

Pre-Settlement Disclosures

1. HUD-1 Settlement Statement (reverse mortgages) or Closing Disclosure:
HUD-1 S8R ([ M) Bl /- 15 55
The documents must include all credits and debits to the buyer and any, if at all,
disbursements 1+ to third parties. If the borrower does not have any closing costs, the HUD-
1/Closing Disclosure is not required.
The borrower also has the right to go over the HUD-1
Settlement Statement one business day before closing.

17



o

TEA%H‘I
KA AR T A B E R ERE R TS, EA T T RESUT A B =T B . G R A
FNEAEAE R, AT ZE HUD-1/1d P e S G P sk S R « Wbl
SR AHE S G T BT 2D 3 AN TTAEH WIRE] . AR AN ARIE RS 5 S5 R AT — A
TAEHW, ##zJF@Eid HUD-1 45553,

2. Affiliated Business Arrangement (AfBA) Disclosure:

KBS (B FAR) BRE(AfBA)I 5E 4
An Affiliated Business Arrangement is a situation in which one parent company owns multiple
service provider firms. It is a common practice and the public tends to favor such an
arrangement because it allows them to seek out different services at one location or with one
company. As a one-stop shop company, it may, but not be limited to, own or have partial
interest in title, real estate, and mortgage companies. Following RESPA requirements, when
one of these entities refers an applicant to another associated provider, the applicant must
receive an Affiliated Business (AfBA) Disclosure prior to or at the time of referral. While
Regulation X prohibits kickbacks from referrals, it does acknowledge the legitimacy [irdsitomasil &
4= of AfBAs related to real estate settlement services for federally-related mortgaged loans.
The purpose of an AfBA disclosure is to explicitly k'spustin#iiEi state the relationship between
the two entities and the charges for the second company.
—RERHE 5 B B — N REA R 2RSSR (TFAFD BB . R
LR, A A fn) T FE— A2k, BN E SRV ARATTAE [ — s BAE [R] — X A RN T
RAERIRS « MEN—FK—uiRFAE], BALL, HEAEATHRE], i fa ™
BUAF] S = A " FIHIR O3 A FI A . #RAE RESPA [MEESR, JHAp—AFAalk
—ANHE NEEAZ 45 1 — MR IR S TR A B, FTE N Db 207 B HE 72 1T B i U I — A
RIERAV (AFBA) I 8 SCAF . BLARTER X 28 E D A/ A WS Bl 40, HE AT B AH
R HFEHN BT B s b = 45 5 IR 55 B BRI AfBAs B2 . AfBA 155 1T H Y A2 BH A Ut
B 5 > S A4 2 B R 9% R AR SR AN w3 FH o

Settlement Disclosures
s E LR

1. Final HUD-1 Settlement Statement or Final Closing Disclosure:
At the time of closing, the buyer must sign the appropriate ##&# document. The document
should include the actual finalized loan terms and settlement costs of the loan transaction.
TR PRy, R AR ERI SR B0 XA S iR E IR B SO E &g
FEERZ G ER&EHEE.

2. Initial Escrow Statement:
The borrower must receive an Initial Escrow Statement at closing or within 45 days after
closing. The statement must include estimates on the first-year escrow payment for
property taxes, homeowner’s insurance, and other charges expected to be paid from
the escrow accounts.
7 E B AR R AR AS IR B AE R A% 45 RN — e ZIRE]—17 Initial Escrow Statement, &7
S SRR B — A AR W) T TRAS A ZE AT R P L E A L s SR DR DA A FE B AT AR T
HEE 2 BIE A FE FEMRSE S AT B
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Post-Settlement Disclosures

Je HA R &l AL e

1.

Servicing Transfer Statements:

The servicer for loans may not be the same throughout H#%% and it’s not unusual for
servicing rights for loans to change. Homeowners should not be alarmed when they receive
numerous notifications that tell them to send their monthly mortgage payments to a different
company or address. Servicing Transfer Statements are required by RESPA and there are
certain regulations to follow. The servicer must notify the borrower at least 15 days before the
change is implemented. The notice that is sent to the borrower must include the new
servicer’s name, address, toll-free phone number, and effective date of the transfer. The
terms of the loan should not change when servicers change. The loan servicer is responsible
for overseeing the escrow impounds, paying the appropriate bills, and administering late fee
charges.

B IR s A BRI AR TP AT e AR, T B ORI AN R E s U
B2, EORAMAEEE H BT S AN F I A w] Bl RE, AP A R R F
o MRISHEER ] J2 Bk RESPA 2R (1), M0 — & BRI TR E0E . IRa%s o ml W 2HAE 5%
FEHEAT 2> 15 RIBAMEFN o BRI IE EN LA FE R IR A w42 7. Hh
bk e B R AR GRS AEEE AR H I B IR A RS IR, BRGNS Bk
BREAEREREEE, TEERER, I8 IRFE.

There is a grace period of 60 days extended to the borrower which protects them from being
penalized for non-payment if they continue to send payments to the prior servicer. However,
the grace period expires after 60 days, making the borrower susceptible =z 2 to penalties
for sending payment to the incorrect servicer. The lenient [linent] 5 kit: =20 grace period
allows room for the new servicer to contact the borrower regarding the missing payments and
for matters related to payment to be resolved.

RN E BRIy 60 K, Gn SR M 448 m) 26 B B9 AR RS AT, AT DLOREARAM AN
S AR, FPRIITE 60 KRG U@ 1, AN & DA 3EA 5T 48 AN IR ) Al g it
M52 2R & o 70 2 B R BRI 27 IS & m] $ 44 1 BRAE R ON I 2R R ), DA IR R )
FIE DL S B oA B R

Annual Escrow Analysis Statement:

Loan servicers are required to send borrowers this statement once a year. Lenders must
conduct 2 an annual analysis of all escrow account deposits and payments, inform
borrowers of their findings, and refund any excess of $50 or more. The servicer uses the funds
from the borrower’s escrow deposit account to pay taxes and other associated charges before
any type of penalty date. If the funds are available, it is the responsibility of the servicer to pay
for these expenses in a timely manner to benefit from the maximum allowable discounts.
B s A R RN SRIE — B Y. B7 MRS I IR IR P A7 R AL
FOEATAERE AT, AN R A M A S5 5T, W0iRIE @ 50 S2onal bl BRI, IRIEA
Al A8 A RN G AR P ) e AR AT AT S () S8 30 11 0 2 T SAST RSt R H A A Bl 2
Mo WREE R, REATA LA AIEEEA, UREHE KR P

2S
Il o
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Settlement Services
N A S5
o EE RS
A settlement service is any type of service associated with a prospective or actual settlement. The
following are some services that are considered settlement services:

SEIRSS AR 5 PO B S bR g AR R ATAT AL AR 55 o DA A2 — LUg8ett 45 SR Al 55

= Any service associated, but not limited to, the origination, processing, or funding of a
federally-related mortgage loan.
AR IIRSS, (EART, SR O g . LB, BUGK.

= Title services such as title searches, title examinations, abstract 4% preparation, insurability
determinations, and the issuance %#i, %47 of title commitments and/or title insurance
policies.
AR R U RS PRI R E . PEBUR T A/ BRI 5 IR S

= Services by a mortgage broker such as counseling 4. #:%, taking an application, obtaining
verifications and appraisals, communicating with the borrower and/or lender, and any other
loan processing and origination service.
PAIPPTR A LA AR RS, B WSS, R HER, REVIEMEIiRE, S5
ANH/ERGTTTIRZR, DL AATART HoAth B 3 ) Ak B AT A TSI 55

= The origination of a federally-related mortgage loan.

TR FRAR R AR BT o

Transactions Covered by RESPA
RESPA 7& i I 52 5

RESPA essentially applies to all federally-regulated mortgage loans that are secured by a first or
subordinate lien on a residential property (1-4 units). RESPA applies to the following:
RESPA B4 bid F T A Se BCHS M B IR O3, IR BB 09502 i B A S 7 (1-4 DN RAL) I 3 —
BOIR 2 B B AT HRAR . RESPA 3& T LR 1B
= Conventional loans f&4t55 K
* FHA, VA, and other government-sponsored loans FHA, VA Fl1 HAth ERF S 455 1 DRk
= Purchase loans 3L 55K
= Reverse mortgages S| ¥
=  Assumptions K4k HEEK
= Refinances E Y
* Property improvement loans J5 & B YK
= Equity lines of credit {${H15 F 401 HT K
The following transactions are not covered by RESPA:
N1 & RESPA AN 25 (1158 5 «
= All-cash sales
&8 E
= Sales where the individual home seller takes back the mortgage
B b 2 I 3207 A KRB Bk
= Rental property transactions

ML5E P 58 5
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Temporary construction loans

I B R BT K

Other business purpose transactions

HoAtr v B HIAE 5

Properties of 25 acres or more

25 E LA BRI

Unimproved or vacant properties that will not be constructed or moved onto within two
years.

RAFRPA B B, FE P EF R A = 3G B A (1 AN sl

Good Faith Estimate (GFE) and Loan Estimate

SR (GFE) MG R

The Good Faith Estimate and the Loan Estimate are very similar, except the Loan Estimate includes
financing charges and terms, and therefore, eliminates #ui4 the necessity of a separate TILA

disclosure. The conditions included below are applicable to both estimates:
WUE T H RO R L R AR, B 7 R S OIS bR o RSk, Bk, Bl 18
M) TILA $ a5 b EME . N HI ARG H T Ik E R

The only fee that can be collected before the delivery of the Loan Estimate is a charge for a
credit report. The borrower must also provide some sort of notification for wanting to
continue with obtaining the loan. Until both conditions are met and satisfied, checks or credit
card information may not be collected for.any other purpose. Even if no fees are cashed or
charged, the same applies until conditions are met.

R DAL R i, ME—n] DUSCHUR 9% A 215 RS 3 FH o B NI L iR fiE 3
FRIEED, DAMEARS3RIG 0K FEIX AP O #8302 2 1T, AR AR Hofds B B ER SR
BEMARERE. BEEA I ESUER 28 A, 7530 2 & 2 it 2 —FE .

Any and all estimates of costs given to the borrower must be prefaced with the condition that
the charges could change.

JIT A oS A5 TR N ) B P Al SRR 06 A0 56 2% 18 21 2 AT e 2 R AE AR I R L

A borrower is not required to supply any documents before the delivery of the estimate.
R ANAS T AL A SRR SE AT AT BT SCAF

The lender or the loan originator may be allowed to provide the estimate.

BT 8GR 2 28 NS B TR R S VFIY

The estimate must be mailed or delivered no later than three business days after a loan
application is submitted. (In regards for an estimate, a business day is defined as a day the
office was open for business to the public.)

R LIRSS BT FIEIE I 3 N TAEH WA theisd it e G- TAEE, Bk B E SO
I B ARTFTII— R )

It must be mailed or sent no later than seven business days before loan consummation 5. If
the borrower has a bona fide z# (in good faith) personal financial emergency, like an
impending b, sk foreclosure that justifies mwgai:. . 2 E%K an approved faster
closing, this can be waived. However, the borrower is required to supply a written explanation
of the emergency.
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WIRAE GRS ET 7 AT H A A7 A o RN LS B (AR ) A 55 5%
SEDL, B PERDRF IR 52, AR B E SR 2 S B, X T BURRI .
s FEARON T BRI UG DO A 5 TR

Good Faith Estimate/Loan Estimate Qualification Triggers
WS A 5/ R A SRR 51 K
If the loan originator or creditor receives an application that includes the following information, it is
considered complete and an estimate of closing costs is then required.
WRTH AL NG AER] TS U TEERHIE, WU RGN, R )EHREN
F o ATl .

»  Name(s) of borrowers fif i A 44 FR

= Social security number of each borrower fEMEFRK A FItE2 245

* Gross monthly income of borrower(s) & A& H IR

» Property address Azfr= ik

» Estimated property value A3F= 5 5A4ME

* The requested amount of mortgage loan (f&2R N ) E SR I Tk & 40

* These items are necessary for a creditor to make a credit decision.

* IR EETE FUBA HEA5 T OE 8 256 A

Good Faith Estimate/Loan Estimate Revisions
WS A 5L/ kA SR 1
Creditors are not allowed to revise or edit an estimate due to technical issues, incorrect calculations,
or low estimates. However, they are allowed to revise the estimate if changing circumstances:
TR VBT Bidm 8 R A BOR ) f, ASIERETE R Bl r R BON VL . 2800, WR 1
DR AR, ARATTAT DAS PPl 25 3R -
= Increase the closing costs (interest rate increase on an unlocked loan).
SRk 2 R OR) 22 4 van PR A B OR LB i R BHE ) o
= Affect the value of a property (storm damage or lien recorded).
S I 7 R A (R 2 40 5 B B BT %) o
= Adversely affects a borrower’s standing to qualify for the loan (fired, documents prove less
income).
RN HITE LR BEAS A RS2 (B A e, SO UE BN R)
= The consumer waits more than 10 business days to demonstrate iE#; &= an Intention to
Proceed.
PRSI 10 D TAE A A SRR LAk 2L AT i E
= |f the original Loan Estimate states that the estimates can be revised due to a new
construction loan, it is allowed to be delayed for more than 60 calendar days.
T SR A DR S At B A U B A SR DR 3 1 A SR DR AT DAAZ AT, DA e VAR i i
60 M H K.
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Lenders are required to operate within the following timeframes if they do reissue an estimate:

UG AT VAR, W5 2 DU IR P AT #R A

After having knowledge of the new information that requires the reissuance, it must be
delivered or mailed within 3 business days. (In this case, a business day is defined as a day the
office is opened to the public).

B FR BB RATIME R G, WAE 3 N TAEH NIEEEIREF . (FEXFHEN T, &
W H 8 5E TR A Z 18 A ATF I —K)

The delivery or mailing must come before the date the Closing Disclosure was delivered or
mailed.

AT B IS BT 06 ARAE I 4 B SO A AT HH AT SR Ak

Lenders must make sure that the revised estimate is mailed at least 7 business days before
and received at least 4 business days before loan consummation. If the closing is scheduled
before then, the changes are allowed to be reflected in the closing statement without a
reissue of the estimate.

BETT IR ORAE DK S8 AT 22 /0 7 A TAE Ha AT lE fhvh, IRAE DYk e a2 7> 4
AN TAEHWENET f5 Al T3 SRAE bz gz -, 0 i B8 e e i o g5 SR
R, AT EERMEER,

Tolerance Levels of Closing Costs Estimates

o

TR AR A DR

Fees are separated into three categories with three different corresponding tolerance levels for
variances between closing costs estimates and final closing statements. The TRID rule has altered
some of these variance levels.

W R=E, B=MARNELREE, a7 G E RN R 20l P 8B R A 2
Fto TRID RN BB 1 A i) — 28 22 53 2 5]

GFE/HUD-1 tolerances are as follows:
GFE/HUD-1 & Z. (NZ/T) WiF:

1. Real estate transfer taxes, and creditor’s or mortgage broker’s charges for their own
services (ex. loan origination fees and interest rate) have zero variance. They are
required to be identical sz4:#11 on both the GFE and HUD-1.

P =R AR R, DL BRI B A LN B RIS 9 (DR R TR R
KV RNEZER . AT ESRE GFE Al HUD-1 b # AR IR .

2. Fees that the lender identifies or chooses such as credit reports, government recording
fees, appraisals, and title insurances if chosen or “recommended” by the lender are
not allowed to vary on the two documents by more than 10 percent.

BRI BORBE MO, (5 R . BURFER %% PRSP BURRS, gk
UK N IR BB HEE", WA RVFEIX P SO AT 10910 2 57

3. Fees for services that the owner chooses for themselves such as hazard insurance or
title insurance (if the homeowner doesn’t pick one of the lender-identified selections)
and fees that are paid per diem, pre-paid mortgage interest, have no limit in regards to
the acceptable amount of variance between the closing statement and estimates.
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Wy B kRIS IS, a0 b B ORI B0 BCOR I (1 2R P = A BT8GR A\ 45
B ARG T 3 v — AN A% H TSSO R B, LS R BT R B, RSB ER
Ak 3% 22 8] 1 AT 42 52 1 AR AN 8 AT AR AT R i o
Lenders have a maximum of 30 days to refund any extra variance between the GFE and the HUD-1.
T 30 KEIIHAIRELE GFE A HUD-1 2 8] IEIAN 2 5 .
The following are Loan Estimate/Closing Disclosure tolerances:
PAF R Al /i - 3 R A B :

1. Real estate transfer taxes, creditor’s or mortgage broker’s charges for their own services
(ex. loan origination fees and interest rate), charges for services provided by an affiliate of
the mortgage broker or creditor, and charges for services for which the mortgage broker
or creditor does not allow the consumer to shop for (credit report, appraisal, and etc.)
have zero variance. They are required to be identical on the Loan Estimate and Closing
Disclosure.
zp: Ve = W N o N R R A & 2N BN = B2 R G { G UM W &g e
)\ M RBAIP TR G DN BRI AR S5 U 2, BLAARIP BE sk s 22 N\ it
BNAS SOV R W SRR (B RS RGN ) LS T 2R A 1pk %
SRAE DY AL HAEL 7 e bt — 3.

2. Fees that the lender identifies or chooses such as government recording fees and title
insurances if chosen or “recommended” by the lender are not allowed to vary on the two
documents by more than 10 percent.

BETTRAE BOR BRI B A, W B DY U7 e A BT I IBURF I SR B F R PR RLR S, PR S
PR Z AT 10%.

3. Fees for services that the owner chooses for themselves such as hazard insurance or title
insurance (if the homeowner doesn’t pick one of the lender-identified selections) and fees
that are paid per diem, pre-paid mortgage interest, have no limit in regards to the
acceptable amount of variance between the closing statement and estimates.

WA B TR RS B, w55 B ORI B ORI (W1 2R 55 AL #5577 Fi7 B () e
TR rp — AN A% & BRSO 3, B AR TR &, RS R AL R
2 [B) AT 252 I A4k B A AR AT R A1)
Lenders have a maximum of 60 days to refund any extra variance between the Loan Estimate and the
Closing Disclosure.

JBGRN B 2 AT AE 60 R A B2 IR BTk il 555 0 ) 25 590 8 2 1) AR R340 22 57

Closing Disclosure

i A R A

Creditors are required to provide a Closing Disclosure that reflects the actual terms of the transaction
for loans that require a Loan Estimate and proceed to closing. Generally, the disclosure has to contain
the actual terms and costs of the transaction. The borrower must obtain the Closing Disclosure at
least 3 business days before consummation. In this case, a business day for a Closing Disclosure is
defined as every day excluding Sundays and federal holidays.

A R R — o PR S, DASBRGE RS 5 B S Bm 2%k, X U DR 7 AT DRk A
HIFHATE S . — Ok, R A5 28 5y N SE bR 2K M B o AR N 6 ZLE 58 BOE 5 i 42
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H AT H i — K.

A new Closing Disclosure is required to be given to the borrower and the settlement is delayed for
another 3 business days if the following items change:
W T AN KA, W RS R ASRSE — i P s B3 EE e, IR HE W 3 A>T
H:

» Loan product EEkE M/ T &R

= APR. Annual Percentage Rate FFI|3%

* An addition of a prepayment penalty #H#MH2 TV 18 51 2K
The borrower also has the right to view the revised Closing Disclosure 1 business day before
consummation if any additional changes other than the ones listed above are made.
b _ER B8 LSRR HoA AR By, A sk N TR BCE B 58 e & i i 1 A4 TAE H & pAs 1T o 1
JE B EE A
There is one exception to the 3-business-day waiting period— timeshares that are consummated
within 3 business days of the application. In cases such as these, borrowers are allowed to obtain the
disclosure at the time of the loan consummation and the requirement for a Loan Estimate is waived.
Additionally, an exception is made for emergencies when the wait becomes difficult— such would be
the case if the home was about to be sold at a foreclosure auction.
XTT 3 AN TAE B SR I TSR 3 R A — M Ak, 55 i) =2 FH P2 RO S 46 R 1) 3 AN TAE H Nk 58
BT o AESRRLNZ ARG OL T, AN AT DA Bk 58 O SRAGH R S, I B A B B it B ) 22
Ko MbAh, HEARSINMER, S Ol 2 I Sh——an R 5 = R AR SE 1 H 8 11
o
Closing Disclosures are prepared by lenders or closing agents. It is permissible m7#:i1 to send sellers a
disclosure that displays only their costs and credits. There is no 3-business-day-receipt requirement
for sellers, and sellers may receive the disclosure when the loan is consummated. In some cases,
something might occur after loan consummation that alters the Closing Disclosure. If something does
arise that changes the payment to a borrower or seller, the lender has 30 calendar days after
becoming aware of such change to send a revised Closing Disclosure.
ik R A R G N BGS A NHE R . RIS Rk R R 2R AVE IS B .
XPSETTIA 3 A TAEH BRI 2R, 908k ey, 3277 T Re W BB R SOk AERE SRS L
N, DERGERUE TR R AE S, MR TR e R U . I RRAE T U SA E T B
SETT ARG O, BT ERIRBIX —A0 S, A 30 N H PR RIE BB UG 1 - k8 S
.
Revisions i1, #4iF also must be made and a new Closing Disclosure must be delivered within 60
calendar days after loan consumption if there are non-numeric clerical errors % and/or tolerance
violations. Furthermore, tolerance refunds must also be sent within 60 calendar days.
WA AR SR R A/ B0E S AR, 0 BY 30 2% 5 1) 60 A~ H IR WAE B
1, FFRE T 5 BRSO Ak, RrAE A 2 SR AL IAE 60 AN H IR N K%

Partial Payment Policy
I3 AT AU

In some cases, a lender may allow a borrower to pay less than what is specified #is=f; #4138 and
owed on the monthly statement. While the circumstances might change when the loan is assigned to
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a new owner, this is why mortgage transfer notices, for loans that fall under TRID compliance rules,
are required to include a partial payment disclosure. The disclosure tells the borrower whether or not
the lender (current owner) allows and accepts partial payments, how partial payments are handled,
and an explanation of how a new owner might have a different policy.

FERELLAEHLT , SY 77 AT RE SR VRS 7 SIS T H0E &80, HFRER AT A0 ib s — 1
Bl R, fETRES R AL, XS AT AXT TRFE TRID U 08K, 75 2 #A 08K
WEN, P ZH B A SIS Bk ER . 8 BIER USRI RRON, 5307 (H AT &) 2
T FOVFRIRESZHR 73 SAT, AT b BRER 73 SCAF, DL ARRRE B A3 2 8 A B PT e AT AN [R] RIS o
Considered a new addition to the Closing Disclosure, its purpose is to let the consumer know about
the policy of the mortgage servicer or creditor. A mortgage servicer is defined as the company that
gathers monthly mortgage payments, pays taxes, insurance and other payments that.are due, and
informs the borrower of any late payments. The disclosure also needs to state whether or not partial
payments are permissible in the event of the borrower(s) facing hardship(s) and how payments will
be made under such circumstances.

I8 2 PG BB SR A, HH 2 i 2 7 R DY IR 5 WA BT BN R
o HAPTTFIRSS MU & OB RE a8 A SR ORISR H At 213 0 A 7\
T AR NARATE I 3K EEIETEZ U, RO T I R HE R TR L T 25 SRVEER 73 3¢
£, PARAEIX AP EIL R Wil A 583K

Kickbacks and Unearned Fees for Referrals
(5] F0 A0 AN 55 T 3R ) e 41 9

Payments for illegal kickbacks, referrals, and unearned fees between service providers are not
allowed and are a violation of RESPA’s Section 8. It is considered a kickback when a person who
provides a referral to a business receives a thing of value in exchange for the referral. When it
concerns a federally-related mortgage loan, kickbacks are illegal when those who are participating
are service providers. For example, it is not allowed for a title company to pay for a real estate
agent’s vacation or unrelated personal expenses.

M55 A F 2 AN AR B0 B 8 R AAS S5 TR I 2% & AN e VP, X id ) T RESPA 2 8
%o B DN IRIEHER RS, A5 23— A AR R PEE RS H, XA & —Fh ]
o 400 LB SRR LIRES, USSR RSHAERR, B2 IREm . Flar,
—APERUA TS SRV —A = AR EE N B B TE R AN N IT 8 A 9 H

A “thing of value” is broadly 7 1; #%i: defined and includes, but is not limited to, any type of
payment, fund, loan, stock, dividends, special bank deposits or accounts, advance, service, and other
considerations that are offered in exchange for business referrals.

“WEZ e X2, AFEEAR TR R 24, R BE IR Rl
FAEAREK T FRATER S AR SSF0 H A Sy 58 ol 55 56 A T A At B A (B

Salaries, compensation, fees, and other forms of service payments that are not based on referrals and
that are actually provided are not violations of RESPA. Payments given to designated agents by a title
company for services they completed during the processing of a loan, funding of a loan, and issuance
of a policy of title insurance are permissible. It is important to note that the law also allows referral
fees between two real estate companies.

TR AMEEL B AN AT U AR 55 AN DU A A8 9 R, T SEBRA AL T 55 B AN I
RESPA. H—F MU a] AT 1R @ ARBE NI I,  FHT 08k AL . 8GR BARCRAT P AUk
RS B R RV . [EAE R, IR UV R s H = A ] 2 Al 4R 9k
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For two loan originators to receive payment for one transaction, each individual originator must
complete five distinct m#:m, #a AR duties. While others may still be considered acceptable,
according to the HUD, there are 14 separate tasks. So, if there are more than two loan originator
disbursements on the same HUD-1, a red flag should be raised for auditors. Since each loan originator
must complete a minimum of 5 unique tasks and there are only 14 defined duties, having more than
two should notify auditors to take further necessary action.

XTWANTRELN, AT —EZ 5, S AL NG TR ER 5T, RE
HAB N AT eI AR AT 252 10, (EARYE HUD, & 14 MSZRER 5. Rk, I RER—4
HUD-1 EA BN L L NI R, SNz H T AR DNERE S BTN
KL N /D 5 TR IAESS, 7 H R A 14 DIEE0ER ST, Wil 2 AN N\ IKe SLIE 50 H
TH SR B — D i b AT E) .

Violations of RESPA’s Section 8 might be considered and treated as criminal or civil R4 offenses [
#1 % #e. Criminal penalties include a 510,000 fine and/or one year in jail for each offense. Civil
penalties include reimbursements rewarded to the plaintiff (4] J54 that could be equal to or three
times the actual cost of the service.

e RESPA &5 8 25 AT N AT REM AN T SR B G FHAUTR . TR Ab T E0FE 1 75 36 7o T /8l 1 4
(P AE . REEAL DA ) JR A SO 242, AT RASE T B =A% T2 RS I S b o H

Title Insurance
PR S

RESPA’s Section 9 disallows the seller from selecting the title company and then requiring the buyer
to purchase the services. Basically, the one who picks the title company is the one who pays for the
services. This situation most often occurs during foreclosure sales in which the lender requires the
buyer to close with their choice of title company. In cases such as these, the buyer cannot be charged
for the lender’s title insurance policy or for the title company’s costs.

RESPA 12 9 AN SRVFL T £ A 7, ARG ER KT KRS A b, ImFEA R AR
NIRGAS TR o XMIEOLER KA A, Y5 R SE 5MATR B A B 7] 58
e FEIXESTENLR, KT AR BT T SO AR 56 B B 7] 1) 9%

Lender Escrow Accounts

WAT O ) FEE K

While RESPA does not require the lender to collect escrowed funds, Section 10 does regulate the
accounts that do exist. Typically, a part of the monthly mortgage payment includes a partial payment
for hazard insurance and property taxes, which the lender agrees to pay. However, RESPA does limit
the lender to collecting 1/12 of the annual property tax and 1/12 of the annual insurance premium
each month. In the case in which the borrower neglects sz, zi; @12 to pay some mortgage
payments or final charges are higher than estimated, RESPA allows lenders to collect a maximum of
two months of property tax and two months of hazard insurance when closing as an “escrow cushion
AR

R RESPA AELR ST AT IGE T WAL 2, (HAS 10 2600 TARAE IR P o2 A FUE I . @
WAEOL T, BEURERAT R R ] H A kb B — 80 AR SCAS B 93 s R OR B AN B 72 Bt o AR T
RESPA 2[RI BT FCER-AT AR LU 1/12 BOEE 5 BT 1/12 HOFEORES B o LR A5 RN 208 A 70

27



TEA% 724
FARAR R 5T P 9% T IORS L, RESPA SUVFOEsRERATAE I I, 5 22 m] LAISCHO
A HW GBS A 13 Ok Es 08 IR 2

Escrow Closing Notice
FEAE QP IE A
If a consumer requests the cancellation of their escrow account, the lender must deliver an Escrow
Closing Notice no later than 3 business days before closure. If the account is closed for some other
reason (excluding default or termination caused by refinancing, repayment, or recession), the notice
has to be sent 30 business days before closure. In cases for an Escrow Closing Notice, a business day
is defined as every day excluding Sundays and federal holidays.
IR B R AU HATE K -, DK — AT L AUE R RT3 A LA H AR HHTE @A .
SR IR A i R OC P (AN B B R . RIE DR 1E . ik, BRI IR), DA ZIAE S HIHT 30
MNTAEH K HIEmH . fFEFE RHEMPEN T, T8 e Oy E B H AP E H 2 4145
_960
The notice must include the following:
N AEFE DL N2
= Account closing date
S F
= Reason for closure
oK A1 R A
= Account can also be called a trust or impound account
I Pt AT DUPR A4S FE BN
= The consumer is required to pay all taxes and insurance, which may require lump-sum
payments.
H O e EE SN P B SOR ORI T RE 77 22— I SCAY
= (Cost to the consumer for closing the account
KK ;) 2
= Consequences Ji# listed if the consumer doesn’t pay property tax and insurance costs.
WARE BB AN Gt BRI B Y, 2= AR ) E R
= Contact number to discuss the status of the account and if it can or cannot be kept open.

BRAR G, WHEK ARES, iR e ] LB RE CRFFT NS DL B

Servicer Complaints
i & el
RESPA’s Section 6 requires loan servicers to abide i&=; %2 by the following rules:
RESPA {12 6 5% ZER SRk IR 5 WAL 57 LR AL
= [oan servicers have a total of 5 days to acknowledge a borrower’s complaint and a total of 45
days to explain or resolve their position.
BURIR S U L T 2 5 RIS TERBAE RN IR, SILTRE 45 RIS ER AR
BAR R A AT T Y I
= |n accordance with mortgage documents, the borrower pays for hazard insurance. If the loan
servicer believes that the policy has not been renewed or canceled, the servicer is allowed to
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choose another insurance company and charge the borrower for the cost of continued
coverage (also known as force-placed insurance). But before a loan servicer chooses another
hazard insurance policy for a borrower, the servicer is required to notify the borrow 45 days
before charging the borrower. A second notice must be sent 30 days after the initial &1
notification as well. Moreover, if the borrower escrows the insurance payments, the servicer
is disallowed from selecting a force-placed insurance provider if the servicer is able to
continue the payments; the same applies even when the servicer is required to contribute
funds to the borrower’s escrow account.

MRYEHCAR DT, AERNSAT 5 B RS o A SR TR IR G5 WLAA A 2 PR B 5 A 4 4 1T 8L
WG, MRS AR AT LIRS — KRB A R, I A R AR EETT ORISR 9% FH (0K 9 i
filRES) . (HSE, TESTRERS VA R N E R 5 — T 5 B IR B 1, AR 55 A m] b4t
TE AN SR AT 45 RIBAIME N o 26 UGB R JFE 238 — OB A fE 30 R H . Ik
Gh, IERAERNALE TR, RIS A nl ReiB 4k 22304, WIARSS N K w2k 1k e 4%
s RIS S B BIE AR S MR R 2 SR R NFEE IR IR AR B 4, 2 e
Servicers are required to make an effort to contact a delinquent borrower within 36 days after
a missed mortgage payment and mail loss mitigation ##%; 21 within 45 days. Refinancing,
loan modification, short sale, and deed-in-lieu are considered loss mitigation options.

AR S5 ARG L2055 ) 5 Ha R 5 55 A R NS BR R, AE B FOR AT IS 36 RAR BT IR
DRI 45 RIN. BGE, DREIEE. JB L AIEZ L8 AR AN 2 0D H R IR T
Servicers are required to acknowledge the obtainment #:73 of a loan mitigation application
within five days. They must also let the borrower know what additional information, if any, is
needed to complete the application.

IR 55 MUAA ZAE TR PO RN BRI A 5 S ) B 03 o AT IR b A AE SR N TE, R TR
W, T EA AWHME R TE R E .

In the case in which the servicer receives a mitigation application 37 days before a foreclosure
sale, the servicer is required to evaluate the borrower’s situation for all applicable options
within 30 days. The borrower is allowed to appeal a decision if the complete application
package was submitted at least 90 days before a scheduled sale.

W MRSV AL F AT 37 RULBI S G, MRSV ZEAE 30 RN TPPLEN 1S
O, PORTGIeE & 1)k AR 52 B 1 G R 2/ DR TR AT 90 RI258, At
AN AT DR i OE e

Until the mortgage payment is 120 days late, a servicer can’t file for foreclosure. However, if
the borrower submits a completed application after the 120 days but before the servicer files
for foreclosure, the foreclosure procedure can’t proceed until a couple of conditions are
satisfied. The following are the conditions: the servicer has to determine that the borrower is
not eligible for mitigation and has no more possible appeals; the borrower declines any offers,
or the borrower does not honor the terms of an agreement.

EHG DY EE ] 120 K2 AT, WMEVMIAREHIEIIASZ. H2, WREKALE 120 K2
JaHAZ T — N ORI HIE, (ARSI NI E A, MEEPIAGET, B
W2 TSR AT DU 22 25t IRSS MG 26 250 S 1 NI A& AT 22, A
2] e LR, AR NIE LT AN, BUEER AN BAT UMLK
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Document Retention Policies
SCRYER BE S
Creditors have retention periods that are different from that of a loan originator’s 3-year
requirement. Creditors must retain the following:
TR IR B IR 5 PR AL N/ AT 3 FFERAF . AN LR CL T N2
=  (Closing Disclosure and related documents for 5 years after consummation.
FE DY R T8 UG PRAF I P 35 8 ST RIAE 58 S0 A 5 4F
= Loan Estimate and related documents for 3 years after consummation.
FEBGT K 58 R DR AT DR Al SN G S A 3 4F
= Escrow Cancellation Notice and Partial Payment Policy for 2 years after consummation.

FEVERR S I DRAF 2 SR /408 O 38 RN 73 s S AS AR ik

Il. Regulation Z - Truth-in-Lending Act (TILA)
B - EAE

As part of the Consumer Credit Protection Act, Congress passed the Truth-in-Lending Act (Regulation
Z, TILA) in 1968. TILA was put into effect by the Federal Reserve Board as Regulation Z and was
enacted to protect consumers during credit transactions. Prior to the passage of TILA, no federal laws
existed that required creditors who dealt with consumers to make specific disclosures regarding
finance charges and associated aspects Jsii; #ifi; [mi%i of credit transactions. It is administered by the
Consumer Financial Protection Bureau.
VERy“IH B8 B R B —30 5, BIE/E 1968 Fi@it 1B AR (5flz, TILA)
TILA HIHFR 25 B il € AE M 2, BT B A2 (S S 5 I DR & T B . 72 TILA
I HT, WA BRI AR AR A A GEE N SRR o B % B R RIS B 58 5 WA B 7 T i
ITEREMI A TILA J2 HVH B & SRl OReE R T 2.
While it doesn’t include commercial or other nonresidential loans, Regulation Z does apply to
residential mortgages (1-4 units). The law covers the following three general areas:
HEAR AN AFE R E B AR B B, AR 2 MR M E IR E R (14 EEAD o F
FEAE BUR =R

= Disclosure of financing charges &Kk & F 56 B

= Right of Rescission Jil#H

= Distribution of the Consumer Handbook on Adjustable-Rate Mortgages booklet to consumers

who choose an adjustable-rate mortgage.

3HE R R AR A B R B T 00 5% A AR SRR m A AT B A B

Disclosures

O Bl

According to the TILA-RESPA Integrated i1 Disclosure rule, the separate TILA disclosure is only
needed for reverse mortgages, equity lines of credit, mortgages secured by a mobile home, and

dwellings not attached to land. It can’t be used in most closed-end mortgage transactions. TILA
requires that relevant #i>:i consumers are well-informed of all extra credit charges in order for them
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to compare offers based on total financing charges rather than only looking at the interest rate.
Regulation Z also requires disclosures to be clear, in writing, and in a form in which the consumers are
allowed to keep and read before the loan closing.

HR¥E TILA-RESPA %56 AU, BB TILA A SO R S P &k, EEHER, DX
DAAS PR 25 7E ot B R S E R ORAE I Bk . AR A K 2 80 [l BRI B 5 - TILA
KABHEE R TTARIMEEEN, DUEAMMR IR Gk & A AR EER B R, M AMEE N
FHEARIMNC . RE] Z BER AL IAMES W, 37 BB RBP4 & et —»0
e Or BE AN B RE I SR TR 2.

Generally, the disclosures are required in the following two areas:

ARG, 2> BARS AE LA 8 T A R I -

= |f creditors offer credit before the transaction is officially consummated. 55
WIERAEHENAE R 5y IERTE R BT R LB K
= |f credit “trigger” terms are used in advertisements. Advertisers of consumer credit are
required to clearly provide certain information if they use “trigger” terms in their ads.
W ARAE B 5 A S FH DR IR . BT B BB 8 o rh SR rp A R g ERARER
HIDh ZH37 2 H B AR T RRUE
The disclosure includes the following:
iz B WAL DL T2
» Annual Percentage Rate (APR) FH|%

* Finance charge 1% & H

»  Amount financed &K &%H

= Total amount paid over the life of the loan £ &K HIPR N = A) 4R 4H

* The annual percentage rate (APR) reflects the total financing rate:

EHZ (APR) A g A R 6

APR = interest rate + other loan financing costs
APR =] 28+ Ho Ay B ¢ il i ¢
BB AIEIEE KL No Point No Fee R;, APR = Nominal Rate

The APR represents the accurate yearly cost of borrowing and is important for residential mortgages.
A finance charge is defined as a fee that the buyer wouldn’t pay if it were a cash deal. It includes any
indirect or direct charge payable by the consumer that is imposed 7 (®i%). f..548 by a creditor as a
condition of the extension of credit. For example, wire transfers and mortgage interest payments are
included in the calculation of the APR while hazard insurance and home inspections are not. It does
not include any charge that is payable in a comparable cash transaction.

APR AR T YEREEREME B A, BRMEFIITERIREZ, MEEHCBHETERERL S
e ST B E G RN ZERIE B8 R 1RGO S5 A T 2 975 ) T e el B e
Mo #ian, i &AM B & AR 572 APR BTSSR A 55 2 i A R A
BFEEN. EACIEEA AT HIREAE 2 K EH .

The form can be created using any type of Loan Origination Software that is typically used in one’s
office. The law requires that a consumer receive the disclosure within three business days of signing a
loan application and at least seven business days before closing. The APR has to be finalized at least
three days before closing. If the APR is incorrectly quoted by more than 1/8% for a fixed-rate loan or
1/4% for an adjustable-rate loan, it must be re-disclosed before settlement.
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AN TFV RT3 2 2 P A AT SR ) B B R R A SR o VR BRI B AR R B
R =8 TAF H RIS, 36 H AR B P AT-E A AR IR A3, APR A ZHTE R
PHRTZ /D = R5ER. QIR APR et [ i A1 R BRI 1/8 96 ) B B T s 3R < B ki
I 1/4% WIFRAE,  RULAZEAE B R PA AT ER AR B A 3

Trigger Terms
“IRER" SN R

TILA also includes regulations on advertising practices and states that if any triggering term (interest
rate, down payment, payment amount, number of payments, term of repayment, amount of any
finance charge, and etc.) is used, then the APR, amount, and terms of repayment are required to be
disclosed. This regulation is why print ads that have statements such as “No Money Down!” have the
terms specified in smaller print along the bottom of the ad. The same can be said about radio ads —
one loan feature #5¢, 45 will be stressed and the rest of the terms will be stated so quickly that it’s
hard for listeners to understand and process. However, statements such as “easy loan payments” are
not specific enough and therefore, don’t necessitate iy ®, %% iuff any further disclosure.

TILA E AL HE B & B HUE, WHDE WA S 2R 2 (R, MR, f3ké
B, ARROE, BRI, AR B ), RIAPR, &8H, EREGKTHEAR. &
e Ay B B RN AN TR FERK L 7 ZSERF I R BRI T, R R LU s IR
AR SR B o [R) 3t P AR o - b — THE R DR BOR, A BE L B 1 B P 3R
i B M A, S R U AR S ER AR AT A . SR, R R D) BT SRR A S B, [
PN O — D IEAT R

Consumer Handbook on Adjustable-Rate Mortgages

TH B BN A 2RI B T i

Since most consumers struggle to understand adjustable-rate mortgages, Regulation Z requires
creditors to provide adjustable-rate applicants either the “Consumer Handbook on Adjustable-Rate
Mortgages” pamphlet i+ or another similar informational document within three business days of
being given a signed loan application.

FH A K 22 B0TH B S ASE AR v] BRI R AR Bk, DRI 9] 2 R AERE N AR A ko 3 2 1
Bk BRI =8 AR H 79 [n) B 55 P B R 28 15 R S i nT i Bl R 2R R4 B R 00 B T 1)
/N AR ABL )45 B34

Right of Rescission

TS HE

The Right of Rescission allows for a three-business day cooling-off period for consumers who have
used their main/primary residence as security for home improvement, a second mortgage loan, or a
refinance. The consumers are required to notify the lender, in written form, of their cancellation and
make sure that it’s delivered before midnight of the third business day after signage of the contract
(Saturday is considered a business day).

HHA AR LEAT P Al A = B R BE A D B U B, 8 I B, BRI B R A DR I A
ME, MEHRERT DRt = T/ H A . T E&FH LA FIR 8B T7 BUNRESE, 10
TRAE G R 55 B A% 1 58 =M 36 H /PRI AT GBS AE3EHD .
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The right of rescission applies to the following credit transactions:
RSEREE AL MMEHAE 5

* Home equity loans 7 /& EHE B

* Home improvement loans 5 & B B K

= Refinances H K

* Home equity lines of credit 5 R EE HE K

Note: There are also additional rescission rights related to high cost and higher-priced loans.
e 1B B AR v 1 B O B T e E
The right of rescission does not apply to the following:
UEHRE AN FH A LU 5 0L
= Purchase loans
E N
= Construction loans
RN
=  Commercial loans
[GES=EN
= Loans on second or vacation homes
5 b R B AR R B
= Transactions in which a state agency is a creditor
BN 2ivaaiee YN EE
= Consolidation or refinancing by the same creditor of an extension of credit that is already
secured by the consumer’s principal dwelling. However, there are exceptions to this rule: if
the new amount that is financed exceeds the unpaid principal balance, any earned unpaid
finance charge on the existing debt, and amounts that are related only to the costs of the
refinancing or consolidation.
H [F] — AN DS 1 B A 3B ORI S OF sl B R B . (H2, B
R A G oh: a0 R Bk REEIE AR A AR B8R ER,  BUA 1 5% Ir o| S5 R A A 7% &
F, DA A% B o B 5 a5 R 5 O I8 1 4
Note: The rescission period also does not apply to a first mortgage on a purchase of a property or to
any investment property.

M SHICEH SUTPR AN T8 YA M 5 s 28 B AR 558 1P st 2 PR 2 — SR 3K

High-Cost Home Loan

The Home Ownership and Equity Protection Act of 1994 (HOEPA) modifies the Truth-in-Lending Act
by establishing requirements for certain loans on primary residences that have high rates and/or
high fees. It also prohibits unfair and misleading practices in lending. A high-cost home loan is defined
as one in which all the fees and points payable by the customer at or before closing surpass 5% of the
total loan amount. The regulations for these loans are detailed in Section 32 of Regulation Z, which
carries out TILA, and therefore the loans are called “Section 32 Mortgages.”

1994 4 1) 5 J= M 4 BB (R 5T #]” (HOEPA) B0 T “Bak EARE, HmFI A/ 8 s 2
MEEAEESE T BRI ESR, BB R ER AL PR S RIME. S s
BRI R, B 2GR P 5K B B AT AT R BT B AL BOE 18 B AR AR 5% . 18
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SE BRI HLE 5 LR 2 28 32 ik, RAMRGRATAH TILA,  DRIHGIE Lo B A A 4 26 32 THAIT &
The borrowers to who this applies to must receive several disclosures at least three business days
before the loan is finalized. Furthermore it4, there are certain limitations on the type and terms of
products that the lender is able to offer. For example, balloons and negatively amortizing loans are
not allowed to be offered. Borrowers have the authority to sue a lender who violates HOEPA. If the
suit is successful, borrowers might be entitled to statutory and actual damages, court costs,
attorney’s fees, and have up to three years to cancel the loan.
10 FH 3 2 ) i R N Db 2B 7T B e 48 S A 22 /0 = A HUREIAT A . BbAh, ERENRE%de
B ZE R R — e PRI i, A R4t Balloon (BERAFIARIER &4, TEa
BREART, A BRKMEH) MAT#EHER. SR NG RELIFIER HOEPA AN, WR
REART, SN RE A SR e M IR IRFE R A R, W B s =
IR ] 2 BV 18 S B
= The law is applicable to equity lines of credit, purchase-money mortgages (seller financing for
all or part of the mortgage). The following are exempt: investment properties, vacation
homes, some construction loans, USDA rural loans, and loans originated by a Housing Finance
Agency are exempt.
AR R E AR, W BRI (REEER o B E RS ) o LT IEDLATER
oo WEMEME. BERE. —SEEER, KBURSEERN B LT b 5 e %
T E I S bR
=  Prepay penalties prohibited for high-cost home loans.
A 15 v AT b B R e AT R i
= Balloon mortgages prohibited (with a few exceptions).
AN FH A A 2 3 3 BRI AR 1K B 3K 07 31X Balloon mortgage (CHZDEIAE) .
= Borrowers must have a documented ability to repay the loan prior to funding.
A R NAETRUK AT 28 SO 38 W A (R BRI E -
= Borrowers must receive homeownership counseling from a HUD-approved counselor prior to
funding.
RN ZEAE TS B K 2 AT HUD 2 ] BRI IS A4S 5 2 i RE ) 5

Higher-Priced Mortgage Loan Appraisal Rules
e R AT & KAl 5 A

Effective January 18, 2014, Regulation Z has been amended with laws that impact higher-priced
loans. Higher-priced loans are defined as ones in which the APR surpasses the average prime rate by
at least 1.5% for first-lien loans. Regulation Z outlines the requirements for higher priced loans.
H 2014 £ 1 H 18 Hild, “#&f] 2 C&m vl s 2 m B B AT T125] . mERHM e &
5 APR FRIE T I B B FCT B HFIR 2D 1.5% I ER. 66 z iR T H R EERER,
= |f the annual percentage rate (APR) for a mortgage loan on a primary residence exceeds a
specified threshold A 1. 174, 154, lenders are required to have a certified appraiser perform
an appraisal by entering the home and then writing a report.
WER F B IR BRI A2 (APR) #3# 148 MPTEE, RIER N LIGER BT
3 J A AR R N AT 55 16 4 5 R T AT R AL
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The appraisal has to be sent to the consumer in a timely manner of at least three business
days before closing.

B R Db ZE A B BE A &2/ =8 LA H R R 3515447 B o

If the purchase is a “flipped” home, an additional appraisal has to be done. Flips are defined as
resells within 90 days and with the seller paying at least a 10% price increase, or resells within
a span of 91-180 days with the seller paying at least a 20% price increase.

W E R — IR R, AR EEATREAMRIY . oA E 2R AE 90 RN, I
HEFRIATED 10% KBS, 203 7E 91-180 K NEE, B KA E /D 20% 1 E K
HEhn

The additional appraisal is required to be completed by a different certified appraiser and
should be of no additional cost to the applicant.

BRIy 75 2 th AN [R] A RERE R Bl S G, 0 HAS S B EE N WSCURE AR A B

Higher-Priced Mortgage Loan Escrow Rules

r EIRIT B FGETE R

Unless the debit is paid off earlier, lenders have to require and maintain escrow accounts for
property tax and hazard insurance on first-lien, closed-end, and high-priced mortgage loans
on principal residences for a minimum of five years. The account can be terminated upon
request after five years if the loan-to-value is 80% or less (the borrower, based on the original
purchase price, has 20% or more equity in the home), and the borrower is up-to-date on the
mortgage payments.

PRAFFEATIZIG K, A RIEME N B E —IEAL B ERE W b B A SO HF . R 8 E B S
PAZCURT S E AR B B o 2 BRI B AERHERENR P 2/ Tie . n SR BB E & 80 %6 B
ik (RN, WRB S ER, XA 20% 8 E 2 R , %R 0] LIE LR
MRIF R L AL, 0 H B AT DA S5 8 58 11 U0 25 SR &

Hazard insurance escrows are not necessary for communities with a master insurance policy
(i.e. condominiums).

WA F R ALE (BRI A ED) AFEKFEIEFEIRS

Small creditors in rural or under-served areas might be exempt from this rule.

SR AT B RS AN R i P /N R R N T G e I

The 3/7/3 Rule of Mortgage Disclosure Improvement Act
3/7/3 Bk b PINGE L S
The following are disclosure requirements covered by the 3/7/3 Rule:

LAR & 3/7/3 RN BN 25 30 2 25K -

The initial disclosure is required to be given (or sent via mail) within three business days of
receipt of a completed application.

WG F FRAE W R e B RS I =8 TA/EH W4s T (BodidE:9515)

The earliest a loan can be consummated is on the seventh business day after the disclosures
have been delivered/mailed.

B e n] LA e 0 1 D2 A 45 J2 5 R 9 A /B A 4R 1 26 B LR H
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= Any revision to the APR that exceeds the tolerance threshold on the Loan Estimate or Closing
Disclosure has to be sent and received at least three business days to the consumer before
loan consummation.
FEAATE APR B ET it B 30 1t B it SR B R S PR E, AR 2HAE Bk e Sl 2220 =1
TAEH Rzl

Note: Regulation Z defines a business day as every calendar day except Sundays and public holidays.

i VAR Z He AR H RE 2 Bk 1 B2 H AN RN H .

lll. Regulation B — Equal Credit Opportunity Act (ECOA)

Bl B - FEERBEER (ECOA)

The Equal Credit Opportunity Act (ECOA, Regulation B), enforced and regulated by the Consumer
Financial Protection Bureau, prohibits discrimination by the lenders in any part of the process of
credit transaction on the basis of: race, color, religion, national origin, sex, marital status, age (given
that the applicant has the ability to contract; i.e. 18 years old), the receipt of income from a public
assistance program, or having exercised any rights under the Consumer Credit Protection Act. It is a
federal law that guarantees that every consumer is given an equal chance to obtain credit. The ECOA,
Regulation B has to be followed when taking loan applications, evaluating an application, and
approving or denying a loan.

FH VK B < Rl DR R AT RS BRI P 5545 RS e (ECOA, i B) I BRNAERRZL S
IEFEATEATE A GE R A DL N B VLT A B . FlE, S, mBUSM, BIEE, MR, Sk
D, FE GRNHEEANERIAE, Bl 185 » ARG #IhAERIN, B & #
B OREE AT AR THER] . d8 2 —THMARE, IRAE R B & A P g B Bk
TEEFCRGE, STl H S DU R 48 By, A ZH38 5 ECOA, #iRI B.

ECOA — Regulation B
ECOA - fé31 B

Marital Status: Loan originators are allowed to ask the borrower if one is married or
unmarried/separated, but they cannot ask the applicant if one is divorced. The former are options on
the loan application, but the latter is not.

BRI : ot B N A R NGRS 2 5 DS BORES /40 8, (B A REE R I EE N 25
BEOS . ATE R BGKHEENIERE, HEREAL.

Property Appraisal: ECOA also details that the borrower is entitled to a copy of the residential
property appraisal report three business days before closing. Put into effect January 18, 2014, the
lender is given three business days after receiving any type of valuation report to inform applicants
their right to receive a copy of such report(s). Additionally, the lender is required to send the report(s)
to the applicant at least three business days before closing.

BAERTAL: ECOA 12 54 5h B i sk AN TE&S A AT =8 TAF B A B ST e SE A RS 1R

H 2014 41 H 18 Hifd, FERENEWEMEATIER A5 E R 5 12 =08 TAE H s a0 s a5 A RN
BRI S HIRIAS . HeAh, EREN 28 /A8 =8 AR H AR 951848 H 5h

Lender’s Notifications: A lender is given 30 days after receiving an application to inform the applicant
of his or her action on the application. If the loan is not funded, the applicant has the authority and

/
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right to a written statement detailing the reasons for the denial. If the lender does not provide
reasons in the initial adverse action notice, the applicant can then request a statement of reasons
within 60 days of receiving the initial adverse action notice. Following this, the lender then has 30
days after the applicant’s request to provide her/him the information.

BUrdm: BRI IE] P EER 30 R E A D/ B ST A, RERRAES
‘), W ANEREARIERBE, FFARIEENEE . R B RS e S AR AT B3 &0
HR AR, HEE AT AR B 5] A RIAT Zd AR 1 60 RN ERBEAT . R IEI
B, BHERE O ZHAE FREE TR ERR 30 RETRILE B

Demographic A ng:itm; Ao Information: In alignment k:i:: 455 with the ECOA, the collection of
demographic information is required so that the lenders’ compliance with the law can be monitored.
On the bottom of the third page of the 1003 loan application, the interviewer is required to specify
the applicant’s race, ethnicity, and sex if the application is taken in person.

ANOERE: i ECoA, FEWENNFEHMEE, DMEBREEEHEENED. £ 1003 Bk
FEE IS = H I RHES, WR g BT, QR E FES PR RR, R
7l

Failure to comply with the Equal Credit Opportunity Act’s Regulation B can subject a financial
institution to civil liability for punitive & ittr; 7% and/or actual damages in individual or class
actions #fyri. Liability can be as much as $10,000 for punitive damages in individual actions. Liability
can be the lesser of $500,000 or 1% of the creditor’s net worth in class actions.

ANTHE Sy P SRS RS e S R B ] RE & 5 B0 Bl AR AR (8 N BB R B A T A T () AN B
HIERFNRFER . AFRA O ESERH A 0] = 10,000 £70. FAFRT USRS
AATH 50 & 36 T EE N EHE 1% Th IR /NE

IV. Regulation C — Home Mortgage Disclosures Act (HMDA)

B C - EEHIFWIEER (HMDA)

In 1975, Congress passed the Home Mortgage Disclosure Act (HMDA, Regulation C), which requires
mortgage lenders to report a variety of demographic Aot information about their borrowers.
HMDA gives industry watchdogs #2z A a tool for exposing #®&; %l patterns #= of discrimination in
local and regional lending. Furthermore, it permits identification of underfunded communities that
may benefit from other types of lending.

1975 4, [B{Er@il 7 G EETE R (HMDA, V8 O , R4k SRR 6 A A b
F MR R RN N L SEETE B . HMDA 247 36 BB BRI IR (L 148 28 A Hh NI I 130 B R s AR =C
M LHE. BAt, BIEn] DG a) RE g 52 an i HA SR Bk B e A 2 Ak .

Loan Application Register

B HEEER

Lending companies that are under HMDA jurisdiction @1, a4, &% are required to create a Loan
Application Register (LAR) and include the following information in the register for each mortgage
application:

FE HMDA EIE T I E R A vl FE A —E B PaEEFR (LAR) |, AR B A & T i
HHEEFLUTER:
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= Loan amount
Bk tH
=  Purpose of the loan (home purchase, home improvement, or refinancing)
BREHP (RE#HE, FERBEsETETO
= Type of loan (conventional loan, FHA loan, VA loan, or a loan guaranteed by the Farmers
Home Administration)
BEJER CHIER, FHA B3, VA BREE RFEE HREENEZO
= Location of the property
L/ES LA
= Race of the borrower
R ONIIPN
race FERMNFL, WHRESUHERK SRR race, AN % T8 AR,
FRNBIHAH . ARTEIX LA ISR 1 ethnicity IX N AEIZ A X 73 1
= Ethnicity (Hispanic or non-Hispanic) of the borrower
ARG (VT BRI &)
= Gender of the borrower
(EEONiORE]
=  Whether or not the loan was granted
B SgFEE. %7
= |f the loan was denied, the reason(s) why it was denied
WER B, FH g AB 4R Y )5 A
= |f the loan was denied, whether the interest rate charged was over a certain threshold
WER BRSO R] 202 15 8 it — 7€ 1 PR
= The type of entity s:4; 4Ji that purchased the loan if it was sold
A B R ) S AR SR Y

Federal Financial Institutions Examination Council

(RN A e O A = e
Every year, lending institutions submit their LARs to the Federal Financial Institutions Examination
Council (FFIEC). The FFIEC checks the collective #:#i1; st data for errors and then makes the
information available via the Internet and on CDs. Individual institutions must also make their LARs
available to the public upon request.
B R EA @R LAR SR Can il i s R B8 (FFIEC) . FFIEC A A SERBHUE P 1Y)
Srine, SNARIEIE THGANA CO SR HtE R . M HEAS th SR R ] A R LARSs.
The HMDA allows the public to monitor the lending history of institutions and reveal i7; ## possible
discrimination that could lead to further investigations for violations of the Equal Credit Opportunity
Act (ECOA). However, it doesn’t forbid any specific type of activity of lenders and it does not institute
a quota system of mortgage loans to be made in a geographic area.
HMDA T 2> Ak B B TEGRBERE I Bk R s, W0 387 ] R DR 245 el 45 1717 25 B0E e 15545 A ik
Z” (ECOA) ME—PifE. (Hi2, BWAZEIMEMERANRF e M ES), WA e
W 2 7 A B K () L RA B
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V. Regulation V - Fair Credit Reporting Act (FCRA)
EHRV-AFERREER (FCRA)

In 1970, Congress passed the Fair Credit Reporting Act (FCRA, Regulation V) to shield f#4; pitan
individual’s privacy rights and to make sure credit reporting is fair and accurate. Enforced by the
Federal Trade Commission (FTC), it is the first legislation sr#:; % to deal with credit reporting.

1970 4, BE@i 1A EHBREE” (FCRA, V5D, DULREEME A [ BEFARE I6 i R 15 F 3Rk
HONCFAMERE, BB SREE (FTO) AT, 18RS WS 1w a5k,

Credit Reporting Agencies

15 B i ki

Most of the law regulates the actions of the Credit Reporting Agencies (CRA) that are responsible for

putting together databases including the information received from creditors. It also explains

consumers’ rights to dispute incorrect information. CRAs (Experian, TransUnion, and Equifax) must

then take the steps necessary to verify the information that is under dispute, but cannot keep

negative information for a prolonged @k period of time. However, they are allowed to keep

bankruptcies in a credit report for 10 years and tax liens for 7 years.

REWFAFE TE AR (CRA) AT A, RZHEAR A B0R B 1E R HE AR 15 B

— TR BRI . B T B ASE S T | B s A BV B HER] . SRR, CRA
(Experian, TransUnion fll Equifax) WA ZHEREUL B AR Baas A FaaE S, EERNATKE

BIE RS OR B o SR, AR Fo s 245 R Th ORBA B I 408 10 4F, % HLOR BRI

BB ALSE 7 4.

Creditors
(= PN

Other parts of the law regulate and monitor the actions of creditors who report missed payments to
the CRAs. Those who are considered creditors are credit-card companies, auto financing companies,
mortgage lenders, and etc. The creditors are required to supply complete and accurate information
to credit rating agencies.

AR R FC At 4 A R B R 45 FH AP AR R T ARAST R TH I RE N AT &0 R A EERE NI
FRRAR, REEHAF, IHERANEE. BEENTEZRE SR AL e BTG

JC o

Use of Credit Reports

D 4
15 FH & HAEH
The law also provides regulations regarding who can use credit card information. Creditors, insurers,
employers, and other businesses that use the information in the report to assess applications for
credit, insurance, employment, or renting a home are among those that have a legal and valid right to
access credit reports. The only way an employer can get a copy of a credit report is if the employee or
job applicant agrees. A consumer reporting company is not allowed to provide information about
employees to employers or prospective employers without the written consent of the employees. A
consumer reporting agency (CRA) is responsible for limiting access to consumers’ credit files. While
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the FCRA does not require written authorization to pull credit, the loan application does include a
clause that allows the loan originator to verify the borrower’s credit history.

FRERE T DV REHRMEERHRE. EEN, REAF, e AHARA S RS )
BREREMNE N, OREE, BREEBCR GG, B AVE A NS R G IR, R
AT DUBEAAE 3RS BIAS e — Tk e B aOR IS [Fle. REREFHFEE, HEEREAA
G e F R e FR AR ANER . HEEHEREHEME (CRA) AFERKIEE & EEH
ERIEIM . RE FCRA A TR EF ARG, (HERHEMEEAES —IERR, T
K220 NIgREAE N S FH RO 3%

Adverse Action Notice
ANFIAT Ay IE N

Known as adverse action, lenders are required to let an applicant know if a loan is denied due to the
information contained in a credit report and supply the applicant with the contact information
(name, address, and phone number) of the CRA. If the lender takes adverse action against them and
borrowers ask for their report within a period of 60 days of receiving notice of the action, they are
entitled to a free credit report.

R R AT £, B R B 75 5 A N R0TE H 13 FH SR o v P 25 143 S8 T 25 3 Bk AR
A, [EIR B MR 0 2E ) FEE N TR CRA OB EHE B (34, HhBEAIEERE 9505 o W B
HE AR BRI FATEY, AT KA BRREAE AR 60 R N ZOR B MR AT A, K
NAEREREAT S B A5 RS .

VI. Fair and Accurate Credit Transaction Act (FACTA)

AN FEERERIGE AL 51E (FACTA)

Becoming law in 2003, the Fair and Accurate Credit Transaction Act, also known as FACT or FACTA, is
an extension of the 1970 Fair Credit Reporting Act and is intended to aid ## consumers in their fight
against identity theft. The act was passed as a consumer-rights law that identifies five categories of
warning signs or red flags that indicate possible identity theft. As a result, creditors with transaction
accounts are required to implement a written program to train employees that teaches them how to
recognize these red flags and how to properly handle the threat. Identity theft is only one of many
methods of mortgage fraud that some individuals partake in.

2003 F Rl ATE, A TEMEREHAE 51, WS FACT B FACTA, & 1970 A5 IR
EIEAR, BEEIEEEITE S BT R . ZAT R lEA—THN B ERRIEIE N, %%
FE T T E SRS R e S I A IS AL . DRI, #EA 22  IR P I RE N 75 AT = 1H
AR A& T, BB AT s 8 LU AT L R T 235 SR P . I I A 2 — i A 2
BRI R R 2 Tk —

Free Annual Credit Reports
o B A Rk

The growing rates of identity theft heavily influenced the enactment it of the new regulation and as
a result, the FACT Act enables every individual to receive a free copy of their credit report once every
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12 months from each of the three national Credit Reporting Agencies (CRAs) — TransUnion, Experian,
and Equifax.

S BB ANE ET R E R T ORERIRAEAT, BRI, FACT VA S AEREE A\ ERRE S = Ml45
AR (CRA) B 12 8 H kB —1r s B 5 FHIRERIA, - TransUnion, Experian fil

Equifax.

Fraud Alerts

LUGHER

The law is also responsible for the creation of a national fraud alert system. For example, if one
suspects 4t that one has been a victim of identity theft, one can call any one of the three CRAs
mentioned previously, and an alert will be placed in all three CRA files. The purpose of the alert is so
that lenders are required to take additional steps to properly verify the identity of the consumer
before extending credit. After the alert is placed, it is in effect for 90 days and allows the consumer
one free credit report during this period. If the consumer chooses to report the identity theft report
with a law enforcement agency, they can request a seven-year fraud alert extension. The extension
gives them the opportunity to pull their credit two times during a twelve-month period from each of
the three CRAs.

ZIEIB AR BV AP ER RS B, WA NEEEA O S AN EE, WTLITE
it 40 I TR TR 21 09 =Ml CRA A ATAR) — {1, IF FURAE = CRA S a3 k. $REEME 1
SR B IR R B R R BRIUER SIS i 2R IR B st vl BB 10 Sy . BRI IAR, RREIRA A
W17 90 K, W AU B ARSI B — 0 S B HOAE SRS o W SR BB I ) A R
Bt WEREHRTS, MM AT DLESR S R B R R . R AR A e A 12 I8 IR IR
R F =5 CRA BEH (115 3RS

Shortening of Credit and Debit Card Numbers — Limited Disclosure
15 FH R AR SR B4 R — A3 FR il ) A 3T

The FACT Act requires businesses that print debit and credit card receipts for transactions to use
proper equipment that prints only the last five digits of the card number or expiration date. However,
this rule does not apply to handwritten or imprinted enser: %eni receipts if those are the only
methods of recording a card number. Correspondingly #ixt#:;, consumers are allowed to request credit
reporting agencies to print only the last four digits of their social security number on their credit
report.

FACT VAZR AR ZEAE FHAEFT BN -I= 5% B 1 H 310 de A% A W5 BR300 5 58 AR 4T BN S 5 A R R A
EHREGE. (HR, WRTF 5 EEC s S — a0 sk R R 77 20, BB IE S5 I AR A
FHIERY, V8 B TT DLEE SRAS S MRS A2 A5 R 4T ED A & 22 A SRR I 542 DU AL 8
e

Dispute Resolution

ek

Before the FACT Act was passed, the only option open to the public to dispute a credit report entry
was to communicate with the credit reporting agency (CRAs). Now, the consumer is allowed to

contact the creditor who reported the negative information and put in a request for an investigation.
Until the issue is resolved, no additional negative information on the matter can be reported.
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£ FACT VASCIEIA Z B, v At DA P 5 B AT S e — (1B 5 A2 B3 Y e T A (CRAD
e A, foRriH EEEEEHE AmE R AR EEN . ERERR AT, AR
DL A AT oA ) S T 5

Negative Information
AmfE R

If a consumer misses payments, makes late payments, or partial payments, the creditor is responsible
for notifying the consumer within 30 days after reporting the information to a credit bureau/CRA.
However, the notification does not have to be mailed as a separate notice but can be included in the
customer’s monthly statement.

WU B SRR AT, IR EGE RS kI8, B AN B ARAE RS R/ CRA R 15
B8 30 RINEHH B . (B, HaAd—E ZL BB Eay Aam s, Wl L& 1ER P11
H ek E

Proper Disposal .« Methods
EHE P B B T V2

The FACT Act also requires individuals and businesses that are in possession or maintenance of
consumer reports for business purposes to dispose of them properly. This means that the business is
required to take reasonable measures (ex. shredding #i% papers) to prevent unauthorized access to
the information detailed in consumer reports. While businesses are NOT required to dispose of credit
reports, the act requires them to utilize #i/1 precautions i gt if they do.

FACT VA ZE 18 2R Pl e v v B st O {180 R A 36 22 35 iR TS S FH A 1 26 H B9V Br# ks -
IERIRE B ETHERIEG RS (EIWrom SR, DA IR ARG I 25 B B i i
AP (SR . BERARSEAT EIEHE MR , (HRZE R Z R A BR AT i it an S AP 5 Bl A5 H

W

National Credit Score Disclosure Form

2GR R 35

The FACT Act requires lenders to provide the National Credit Score Disclosure Form to consumers.

The form details that consumers should contact their lender if they have any questions regarding

their application. It also states that they should contact the Credit Reporting Agency (CRA) if they

have any questions about their credit scores. In the form, the consumer is informed that their credit

score (credit scores range from 300 to 850) is just one of several factors that the lender uses when

assessing irse: it their loan application.

FACT YAZLR B 5 M1H B & IR MG P e 32 . T B W A A S A AR AT S e, RO

BRU7. elBE, WA S MRS R A AR AT BER, RN EHE R A
(CRA) o FEERMEH, W& & FAMHE HRE (5 HER S E 5 300 2 850) H2HJT

TE RS ABAM 0 B2 R B R A P (SR R R 2 —
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Red Flags Rule

AR R

The Red Flags Rule details the five categories of potential identity theft indicators that financial
institutions are required to actively take measures #ii to identify. Such measures incorporate
implementing =i, #47 @ written program to train employees to recognize warning signs (red flags)
and then instructing them on the types of appropriate responses to the threat(s) gy, #F: xijk. The
written program has to be managed by the firm’s Board of Directors or senior management
equivalent %, w1 {2 X and involve #.0 T methods for overseeing & compliance ix by
service providers. This law applies to companies that are responsible for managing transactional
accounts for credit cards, mortgage loans, car loans, checking and savings, cell phone and utilities,
and margin accounts. The five red flag categories are the following:

KU R SRR B T <o BB 75 ZE RN ER HUTE I AR 2 T PT REVEFAE 1 S s 4B AR . I8 8
TR FE AT — IR AT #], Fl 2 TR BEoRiRas (AL, SRR 48 S M 6 B BREGE &
M ERE . Fat#E AR AR EEgam s BRI TERE, W HEO T BB R R
HAFAGENITVE . LRI AR EHEH R SR, IMEH, REER, CEARE
&, FHAAHEEULRESRPPAR . TUEALE 28T

1. Warnings from a Consumer Reporting Agency: Employees are required to pay special
attention to any type of consumer report warnings about an account including suspicious %
i activity or address discrepancies 5.
AR BB R MRS IS . B TR SR S AT A ) B R B s Th S AT
SRR RE ZE SR

2. Suspicious Documents: Employees need to be suspicious of documents that seem to be forged
this and supporting material(s) that do not match what is already on file for that account

holder.
ATEESCAF: B LR BB ST AR IE 1 S, N6 S RPEEZ AR P R A N AR A AT ST
R

3. Suspicious Personal Identifying Information: If there are discrepanciesidr'skrepansil 5 or
problems regarding social security numbers, addresses, and phone numbers that do not
alignie'lamitiic with existing consumer report information or that have already been flagged as
related to suspicious activity, attention should be raised by employees.

AT SE B NGOG B WA g2 A 9RaS, bR EEESTAS B EE 19 B i 1S B
AN—EL, B CEAREC A BT SEVE B A R, R B TR & E

4. Suspicious Use of Account: Changes in the pattern of use, a customer failing to make initial
payments, returned mail from an address of record, and the reactivation of a dormant fkif:
#1111 account are also possible indicators of identity theft.

R AT BERE . OB RO, T BB R BESC WG MR B, e sC sk b i) b bk iR (]
BEAF DL B IO R IR P ) 5 et AT R B 0 s T I 4R A

5. Reputable ##m. #2471 Source Notice of Possible Identity Theft Associated with an Account:
If a customer or law enforcement officer alerts the business that an identity theft has
occurred in an account, employees must take serious note of such warning and take
appropriate measures.

BRI RERE B 7 M %8 L reputable source notice: U1 % P BUEIE N BB 5 B R AEWR P
R S A, B TN ZH R O R S 5 PR DU i
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VIl. National Do Not Call / Do Not Fax Registry
B X AT B/ AAEERE R

The Federal Communication Commission (FCC) and Federal Trade Commission (FTC) initiated a
nationwide Do-Not-Call Registry. The registry applies to all telemarketers (excluding some non-profit
organizations) and covers both interstate ji i and intrastate i1 telemarketing calls. Registration is
free for all, and an individual is able to enter up to three personal phone numbers. Telemarketers are
allowed to call registered numbers only if they have acquired written permission from the individual.
If violated, the penalty for the violation is S16,000 per call.

@ EE S (FCO) MEHEHEAE (FTO) i 7 —EEBERIELEIEN &R . sEimE
PRSI R P A SRR ESE B ONUSE— SR RIAHAE)  IREEIMERAIN N B RE & S FERG - T
A NERA] DA S Bk i, 0 H— (8 B 22 mT DA N =8 E N SR RE 95 . R AA M A5 (8 I 35 [T
Al EREESE B REREFTREM RS . IR, EH S A BRI 16,000 TG,

Do Not Call Exemptions
ANEFET# %
Even though there are six categories that are exempt, no telemarketer can call someone who has
successfully submitted and completed a request to not be contacted again, including numbers that
are not registered. The exempted telemarketers are the following:
RS /S SERFI B A1, B RS HHESH B AN RE 3R ©DF A8 0 58 ilas KA ZE B N, BdiR
At T SRAS . KR R A ) RS S B W F
= Political
BUA
= Charitabl z#40m
¥
= Telephone surveys
A
= Established business relationship in which the business is allowed to call for 18 months after
the business relationship has concluded. 4k
FNLZETS AR, AR BRAS AR FURF 3675 18 Ml H NI AT LARHT &5
= Subsequent 5k, BSi customer inquiry % in which the business is allowed to call for 3
months after being sent an inquiry or application.
BE1R 2 P aflfe], (E 9% 5 B B H S5 1% TR 36T 3 M8 H &
= QObtained written permission from registered individual to call.

TEASREME A ) & T m)

Registry Search
AL R R

Telemarketers and sellers must search the national do-not-call registry at least once every 31 days
and take out phone numbers of registered consumers from their call lists. As a matter of fact, every
telemarketer has to have access to the registry and pay any associated required fees. If they do not,
they might be fined for calling any numbers, whether or not those numbers are registered.
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Han HESH B M E LA 31 REDWER —IRKBIFIENCERE F Ak, WAL MM 1) 5 55 H B
HEE M P a9 . FE b, A8 SRR ESE 8 #0 JHAE HE NG AT S A 0 S A AT A
BRI B . WERAMIANE R, A A AT R DR A R T AR AT SRS T A S, R GRiE e gl 2
AL

While telemarketers and sellers should take the right measures to check the registry, it is possible for
mistakes to be made. Companies are not held liable if they have a written do-not-call policy, train
employees, maintain an internal list of customers who requested not to be called, and access the
register every 31 days. However, they have to be able to prove that the call was made in error.

W R MESH B B X B AR IUE RE R S AR A A AT R, (HRRE e R WIR AR E
ATTFEFTECR, 8 THEATEON, AEaE — M YR AP 2 P A4 B, I AR 31 R
—IRGEMHERE, RIARIATAE TR (B2, 20 RE SR8 I WL 2 55 a1 o

Additional Telemarketing Violations
REAM A 2 SHIE AT
Commercial telemarketers are susceptible %z to being fined for the following offenses sut:
T 3 TR an THESH B 25 S IR AT SR 44 T8 S K
= Calling before 8 AM or after 9PM
£ B 8 Bhz e b o B2 R EE
= Leaving a message without including a phone number
B AN ERE IR
= Not providing identification
AR B 477 55 B
= Leaving a pre-recorded commercial message without an established business relationship or
permission to call.
BN TR AR SR R, R A B SRS B AR BURT ARET BT AT
= Offering debt-relief services without expressing a timeframe for results; not stating the
amount of money needed to settle the debt with the creditor; omitting %ux the fact that
missing monthly payments may have negative consequences including a lower credit score,
law suit, or submittal to a collection agency; excluding the fact that the customer has full
access to funds in any account opened as a result of a request made by the debt-relief service.
SRR IR R, (BRI G IR IR R 3R; OH Rt B RE N TR 5 P i e,
W& T SEIERE A AT REE AR I AR IR, BFEBRICHIE HEE D, RARRRA R A (R A 52
A AT AT LLA 43 R R 508 e IR B2 H 5 SR B ST AR AT R P )
%o

Do Not Fax

ANEEE

Advertisers are not allowed to send a message to anyone’s fax number except:
[ 2 P AR AR N ISR EA R, BRaE:

= |f they have an established business relationship

W RABA RS T SE S AR
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= |f the fax number is public information
WA SRS & A B E R

= |f the recipient has granted permission
WER WA N 3% T3 AT

= |f the advertisement has clear opt-out iz, 4z instructions on the first page of the
transmission for recipients who no longer want to receive faxes from the sender.

Un SR R S AR NAS A SR N SR IO N 20— H _EAT W IR 4R 7

VIll. Homeowner’s Protection Act

P ERREBIER

Becoming effective in July 1999, the Homeowners Protection Act (HPA) of 1998 is intended to
protect people who buy primary residences using Private Mortgage Insurance (PMI). PMI is usually
needed for conventional #4;m loans that have less than a 20% down payment. A Private Mortgage
Insurance (PMI) is usually offered by private companies to protect lenders from default on a loan by a
borrower where there is a loss of collateral value at the time of default. This law does not apply to
FHA loans and Mortgage Insurance Premiums (MIP). It also does not cover loans that do not have
private mortgage insurance (PMI) or loans that are secured by second or multi-family homes.

1998 fEHEE, 1999 4F 7 HA R by T IRaEIVA R B AL (RS A H T 20 B R0 AL AR IR
5 (PMD R BB S IR 20% K5, @5 FHERA PMI. B &R

i (PMD I8 H AN A TR, PR DREE S 7 8 A5 RN TE 89 875 DUARIT 45 1808 755 1 3 )
R REIEAE AR FHA B3R R & (MIP) o EWRAEFERA RN &R (PMD
BB 2 B AT BRI B

Under the following circumstances, the monthly PMI payments can be canceled:

FECLMEILT, W LABGHAE H ) M1 DR & -

1. Thelender is required to cancel the PMI when the loan-to-value ratio gets to 78%, based on
the original value of the home, as long as the borrower is not in default.
REFEFRNBAIER), & BRELS R FE G EE A E R LS 78% K, BT
ZARLE PMI.

2. If the loan-to-value ratio is 80% based on the original value of the home and they have a good
payment history, borrowers are allowed to request cancellation.

BB DL 5 R SR AR B A At AR L 21 80% IRy, 1T HLAE AN R4S Sk AL 85k R 4
IRe, RSCERFAE NI HBUH .

3. Borrowers have to be told at closing if they are paying PMI and the series of steps to take for
canceling it. Furthermore, borrowers have to be sent an annual notice of their rights under.
the Homeowners Protection Act.

i R NAE 81 A5 SR 6 2B 48 FURPRF ZE S AT PMILIEA — RAVEGH PMI HI2EER . b4,
MRPE D5 FORFEIE", Al K N b ZH B AE R A 18— I RE R 5
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IX. Dodd-Frank Wall Street Reform and Consumer Protection Act

Dodd-Frank ZERF X EME EH A RBER

Passed in 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act was enacted in
response to the financial meltdown ##:; s and recession. It is named after Senator Dodd and
Representative #:it 5 Frank, who both played pivotal »#f roles during the drafting of the legislation
vk 4. Due to the complex nature of the law and financial firms’ opposition st atik: w3,
implementation s:5; /@7 of the rules and regulations is a slow process.

£ 2010 4F3fiH ) Dodd-Frank 3 fH SO MIH B & IR, USRS RUEHEINASTE iR . B LA
SR B R B Fir s, MM kR th v T RS AR . HRJATEEEN
SR F IR SCE MR, R B AT A — R AR 18 A

Some of the objectives of the Dodd-Frank Act are to make federal regulatory agencies more efficient,
provide better protection for consumers, increase the oversight ¥ of financial companies, and
institute #l5; 6/ liquidation procedures for failing financial institutions.

“Dodd-Frank £ 22" ) — 28 H B2 4 i Wi S B B B IO R0, 29Tl By B iR (I A i ORE,  hnomd
SRt A R EES, A R e R R TR B

During the streamlining process, the Office of the Comptroller it % of the Currency absorbed
s 4t the functions of the Office of Thrift Supervision s a5, which was then
eliminated #:ik: Wik as a result. However, not all existing agencies could support the requirements of
the new law, so new ones were created. The ones that now exist due to the act are the Consumer
Financial Protection Bureau (CFPB), the Financial Stability Oversight Council, the Orderly Liquidation
Authority #us: k7; 4%, and the Federal Insurance Office.

TEXG R IR, B ET B =W 7 BCH i B LA B R RS, G &S R R I B
WA E PR BER W VIR . SR, AGIERTA 1A MRS AR BE SCREFT AR, (R AEE 1 ik
e A T ECAENEI HRTAAE MR G B etk (crPB) , B EREZAY, A
J 17 S5 R R H FROR B )=

Consumer Financial Protection Bureau (CFPB)

HE#H R IR R (CFPB)

The CFPB plays many roles and has several responsibilities. It is the responsibility of the organization
to simplify consumers’ lending forms, protect the public from predatory #z:it lending practices,
respond to consumer financial complaints, educate the public and employees of financial institutions,
and monitor and assess the risk level of current financial practices.

CFPB #HAR Z MG ARIE L THEAE. MAA HEMUEEENEREN, RS R LZHE
YA BAT AR S, EN B IR, 08 SRR A SRR &, BBASHLE a7
Rt A K

Financial Stability Oversight Council
The Financial Stability Oversight Council’s main aim is to monitor the overall financial stability of the
United States. To succeed, the group systemizes the development and sharing of policies among

member agencies and the group is also encouraged to request the Office of Financial Regulation to
gather risk-assessment data from specific financial companies. The Oversight Council is also largely
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responsible for recommending the breakup of companies, such as large banks, that could possibly
pose it a threat to the financial stability of the United States.

SR ERELZE g T EHEL R LB BEEeMET. & TISRL), ZK RS
(1) B 45 00 73 1 BB 2 T B i e, TR/ NAH RIRE B IR 22 5R S Rl B I A =L 2k B
JE Gl m B R R B . RN BB B et A B AR R B BRAT S VT e S R
T8 1 LB T A W]

Orderly Liquidation Authority
AR BTE RS

The Federal Deposit Insurance Company (FDIC) is responsible for becoming the receiver for some
failing financial institutions. The FDIC has the authority to replace the management of the failing
companies and oversee the liquidation of assets with its newly-granted Orderly Liquidation Authority,
which thereby avoids the previous issues 1; f#% associated with the bankruptcy (ex. Lehman
Brothers) and bailouts E&#ai(ex. Bank of America, Citicorp) of “too big to fail” companies.

W HAF R A \] (FDIC)  FRH B 2 Ay — L8 2K FEUHK) < AR O R USL N o BRI DR B A w1
PER R R A m) B B N S B Rl 1 M 1A AR e IR S B B AR VR O, I T o 1
T B ZE AR B R (BAnER 2 5l o) MRl (i se BISRAT . (EREARED & KA

REMR)” 12 7] o

Federal Insurance Office

A DR Bt =
The AIG bailout is most likely responsible for the increased scrutiny 41 of insurance companies
that are mandated % ##i4u7 by the Dodd-Frank Act. Housed within the U.S. Department of the
Treasury Office, the Federal Insurance Office now monitors all non-health insurance providers and
represents the U.S. on international insurance matters.
S 17 5% B8 [ P 4 [ 1 5% S B dse T e B FH o i 2B SR SR B 2 =) AT B i A 38 A 1) 22 - S Bl
ER . BRI SRR LA LB BRI A =N, BB E A RS R R gtng, WK
Fe [ 2 B B P LR = L

X. Dodd-Frank Act:
Ability-to-Repay and Qualified Mortgage Rule Revisions

SEAW LR HBEIN SR RIHARIEET

Before the 2007 financial meltdown, many borrowers were able to obtain mortgage loans without
providing proof of income. These types of loans were known as no-doc or stated income loans.
Basically, if an applicant had a relatively decent iriki; #4454 credit score, she or he was approved for
a loan without having to supply a lot of supporting documentation. In 2009, the rules and regulations
changed and creditors started to require proof of the borrower’s ability to repay high-priced
residential mortgages. Creditors are generally required to consider the following forms of information
when determining the borrower’s ability to repay a mortgage loan:
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£ 2007 FpR a2 AT, & 2N REFE AT B M F IR RS . BRI E
SR A T U BRI B R FEAS b, R A N AN SE 0045 R ), dthak
ot nT AT Bk M TR PRt R B SRR R Sk, 2009 4, MEEEHIRE S84 15k, HREANBILG
BRSNS B A 8 = B B I B EE ). EMEE s MBI 48 BN RE 1Ry, &
CYNECEE 2 (VR SIFWAIEISE
= Current income or assets
E TR EUA
= Current employment status
H A s SR
= Borrower’s credit history
(EEONIOEEYE RS
=  Monthly payment for the mortgage
B H 34845 3K 1) S5
= Monthly payments for other simultaneous =i mortgage loans
53 ) ARy SCAS HoAth 424 B R ) 42 B
= Monthly payments for other mortgage-related expenses (ex. property taxes, hazard
insurance, and etc.).
At BRAR AT B O B OB H SO B (B, R aE A, LR DR P 5.
= Other debts of borrower
AN I HAth 5 75
= Debt-to-income ratio

R BN 11 EEAD

Ability-to-Repay
EERE
On January 14, 2014, revisions were made by the Consumer Financial Protection Bureau. The Ability-
to-Repay law is not applicable to home equity lines of credit, reverse mortgages, construction loans,
vacant land, or timeshare plans. However, the law does apply to all other closed-end residential
mortgage loans (regardless of the loan amount), investment property, and primary residences. The
law serves the purpose of protecting consumers from irresponsible ##s{ri: A4 lending and to
help with the stabilization of the mortgage market.
2014 1 H 14 H, HEEERMRERET 7Btk “EER N AR EEFMEGEHE
o RIAAITFERR, @A, TELHEU RS AT, BRVEE R T HAh P A
AR (AmBHEHD , WEWEMFE (EE., ZEHEEAEREHEE R ARBENE
A WA E I R R .
While the ability-to-repay law does not direct a creditor on specific underwriting guidelines, it does
institute several relatively general requirements. These requirements are listed below:
B AEE AE AN AR EATRE N TG R E W B AR YRR, (BE R SR 7 2 B I i —
PR, IBLEESRAIAE T

= Credit history is required to be taken into consideration.

1 F LS 2 2R H 075 B R 3R
= Creditors have to verify either the assets or income used to qualify a borrower (no-doc and
stated income loans are no longer permissible).

49



)
TEACHING 724
ERE N LA 2 BN AR AZ BT SRR RN O TR S0 1) B ORI B PR R USN
B OA R
= Debt that is not in the credit report but is stated by the borrower is required to be included in

the calculation of the debt-to-income ratios. However, the stated debt does not have to be

verified. Furthermore, the creditor has to consider all information the borrower offers

regarding impending sz L ; adlim changes in employment such as retirement or a transition

i #7 into part-time work.

ANTEAS FH R P E B AR OB 65 755 75 5T AR B NI b Zerhs SR, PR Rud 2

B A —E T 5. BAh, ERE N ZE P AN N IR A RIRs 95 A2 i S€ 84 2

AR, 0B IR s s pl e i Ak .
Lenders are required to keep their files for three years and borrowers are allowed to sue lenders
during this time period if they come across any difficulty making the mortgage payments. If a
borrower does win the claim that the lender didn’t make a good-faith effort to properly Ei:
determine the borrower’s ability to pay, the lender can possibly be required to reimburse it the
borrower for accumulated ## financial charges, fees, and attorney costs. After three years have
passed, the lender’s negligence iz to properly qualify a borrower is only legally relevant % during
a foreclosure defense.
BT WAIREE HOUE =4, WSHERNAEE N AP E AT BRI, bk R reiE B
IRr ] AR B 7 o A0 SRAE 5K N A SR 2 DR 2 B U7 1A I i i 55 ) A 2 Ak N R S A e
71, RIBTTAIRe T EAEE MR Batas B, FERANEEIE M. £=F101%, BHEE
RN B & I 2 R AEHC T B R B A B (PR 2

Qualified Mortgages (QM) Features

AR (av) ik

Qualified mortgages (QM) are a category #i2%, 42 of loans that are assumed {2 to have met the
ability-to-repay standards. The ability-to-repay regulations address the borrower-qualification

process. Qualified mortgages deal with classifying those loan product types, features, and fee
limitations that should result in fewer borrower loan defaults and less lender liability.
HRARIRH (Qv) e BT R T EE AR E R ) — 30 AR R T IHUE B AN B R 2
BT SRR E 5 SOk Bk v R, Dhae A& IR B AT 08, 18 R S 3 /D i
FNB R B D B RN E AT
While it has some exceptions, qualified mortgages have the following features:
BEIRAT —Le B AME VL, (EE R HHRIT B A DU RS
= Positive amortization (the loan balance decreases over time rather than increases)
TR IS (K AR ERBE Ry [ D AN 2 38 D
= No balloon mortgages (a lump sum payoff is needed before the loan is fully amortized)
ANAT DA B A AT B R (FE B RS MR AT /5 208 — S
= No interest-only periods or payments
ANAT RLag RS RS, B S PR Bl Ak
=  Maximum loan term of 30 years
R B IR % 30 4
=  Maximum debt-to-income ratio of 43%

BRI LB A 43%
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Points and fees that do not exceed 3% of the loan amount. However, this threshold i7#: can be
exceeded on loans less than $100,000 so that the loan originator can be adequately iz
compensated.

U R B B AN ] DUBHE SR G AEN 3% . (B, B 10 BT &R, B
FIME AT RE & g, BTG AL N ml LA 278 70 I 55

Additional issues concerning qualified mortgages include the following:

A7 6] A IR B At P R L 45

Lower APR Loans: The law provides a “safe harbor” for lower APR qualified mortgages. The
lender is free from ability-to-repay liability for these types of loans.

KB APR B3K: IEHAMKE APR AFCHKIF BRI i e s . B 5 3 o BAT IR I e
BB HTTH

Higher APR Loans: If borrowers are unable to make their mortgage payments, they can still
win ability-to-repay lawsuits against the lender for higher-priced loans. In order to succeed
with the lawsuit, the consumer/borrower has to prove that she or he did not have enough
funds to make the payments at the time the loan closed.

T APR B WURAE N AR R B, M98 vT BABRAS R & B 7 SR ik ) v
TR BT SO A R U EE R RaA . Ay T AERFAA T IS R, T B RN L RS
Tt = At AE T 3k ol A IR IR AT R B 1 1 45 25 ST B K IE

Small Creditor’s Exceptions: According to this rule, small creditors are businesses with less
than S2 billion in assets and fewer than 500 closed-end, first-lien residential mortgages in the
previous year. In addition to positive amortization, no interest-only, and a cap on fees and
loan terms, these lenders also have special qualified mortgage guidelines. These creditors are
permitted to make qualified mortgages without needing to meet a specified debt-to-income
threshold. They can also originate balloon mortgages in rural or under-served areas. If they
are sold within three years, these loans‘lose their qualified mortgage status.
/NEUERENRIBISE: MRPEE —HIR, DR N RIEE &R 20 (83670, MHT—4m
3of P 2B8 — MR AT 5 iR & 3K D 500 Ml 58 A3 . BRsmm s IR, ArT AR
DA K PR i) B v AU H B FH S Bk At 4k, 38 BS 18 J7 3 0 28 S AR R ) 5 A IR B R 15 IR
Rij o I8 Lo i ME N W] DAZE AR RN AREE 2R E 1 5 B WO PRI 0 1 il 5 6 4 BRI B ke
A AP R PAFE SR BRI AN 2t I S5 B R T Bk, R =R e, BRE
FORE R LSS AT B HOIRRE .

Implementation Timeframes: These rules went into effect January 10, 2014. However, some
loans that are bought by the Federal National Mortgage Association (FNMA/Fannie Mae) and
Federal Home Loan Mortgage Corporation (FHLMC/Freddie Mac) and FHA, VA, and USDA rural
loans have a temporary maximum seven-year extension that allows their associated agencies
time to put into effect the qualified mortgage standards.

During this seven-year period, these loans will be underwritten according to the previously
discussed criteria (positive amortization, maximum 30-year loan term, 3% cap on fees, no
balloon or interest-only mortgages), but they are not required to meet the 43% maximum
debt-to-income ratio requirement. The restriction might have been temporarily suspended
due to the fact that about 20% of these loans went over the 43% threshold in 2013, and to
abruptly it eliminate 5 ##% these prospective home buyers would have caused a
debilitating #3531 slowdown in an already struggling housing market.

TR FHESE . TELEHE R 2014 4 1 H 10 HAERL. SR, B iy B 0 I8 ERARA Bk
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& (FNMA / Fannie Mae) # Federal Home Loan Mortgage Corporation (FHLMC /
Freddie Mac) F1 FHA, VA, USDA rural Friif B (1) 8 50 R A R LA i e - IR,
T HAH B LS By ] T B 46 Bt 4% IO IR B AR v
fEIE LI, B R HORARB e AT R sm I ER e AR e 4l (RS, &R 30 FFHIE K
WIRR, 3% M &M B, WAFSAZRSAMAERHRITEZO , BEMA T E W2 &
e 3% EE TSI LLEE SR . FHAE BSR4 20%6 7E 2013 - il 1 43 % U
USRI, 30 H IR IR W BRIE STl 7 1 M 5 5 ] e & 1S B AR R N PRI S5E 1) o e 8 117 2 5
BTHAE, RIBR ] e Rk,
In addition to these revisions, the Dodd-Frank Act initiated new standards related to mortgage
lending practices such as compensation of mortgage originators, federal mortgage disclosures, and
mortgage servicing.
R TIBLABET 2 Ah, AR IR vk SR BN 1 BRI B R A B BT R, B Bk aS AL
N FPIERTE 55 SR kA i PR B IR

Xl. Mortgage Assistance Relief Services Rule (MARS)
HIT R B BB IRFEHL R (MARS)

The Mortgage Assistance Relief Services (MARS) Rule’s purpose is to protect distressed se1; ki
homeowners from foreclosure-prevention scams #:3i. The law is applicable to everyone who offers to
negotiate loan terms with a lender or loan servicer with the purpose of trying to prevent or delay
foreclosure; this is also applicable to loan originators. The rule includes the following points:
AR B s (MARS) #RIR) B 2 Pri fa NN B 0 B 32 D7 B B 3 Bk . R0k
166 FH A 018 B 6 7 BB R A A AR v Ak S kA DA B ] L L s SR B 19 A N R At 3
RERES AL, REHRLTE DL 2R
= Fees cannot be collected until the lender provides a written agreement that states that the
loan terms may be modified and the agreement is sent and accepted by the customer. The
law doesn’t allow upfront payments.
FE B T7 H L BB SR AY W] R & 5 AS DU 35 1 170 DL A IRpnse b ik B B ez 2
A, AR E H o IR RFF IR TE SR AT K.
= Borrowers are able to cancel their agreement with the loan negotiator at any time.
il KNI DA Ry T BB ke AR B e o
= The service agreement is required to state all costs: declare the negotiator is not associated
with the government or the lender, and inform the borrower that the lender is not allowed to
accept any change to the current loan or agree to a short sale.
Mg tihnk e e T A & B ARKREBUFEE T A RIR, WEMERANET
AR H T B AR B el F s A
= |f the individuals are not informed about the consequences 54, 44 i of stopping
mortgage payments, which includes lower credit scores and the possibility of foreclosure, the
negotiator is not allowed to advise borrowers to do so.
TR AE N R 5 R4 LSO B A SR, R B354 FH AT 20 B R4 B I mT e
RIA SRR FIN B @ Ak N B RR
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The negotiator can’t interfere 1 with the communication between the borrower and lender.
RAE A RET A KA 7 2 [ i .

The negotiator is required to present all lender offers and inform the borrowers that there is
no fee until they accept an offer.

RV DA R A BJ7 b B I RAE, 305 R s NAE 32 32 A 2 BT AS e S BT
T 2 .

The negotiator can’t misrepresent his or her services or qualifications.

AR FIN B AN FE T 1 Ath B P RS B

Public advertising is required to include specific disclosures using exact wording contained in
the MARS rule. Also, an additional negotiator disclosure has to be attached in all present
lender offers.

2N BRI 2848 H MARS F R P OERER TS B R e EE S B v . Ik Ah, BT HRTH &
J5 Fr AR (P A A #0002 R IR PN B 9 % o

Xll. Bank Secrecy Act / Anti-Money Laundering
SRAT IR BV IR BE 8815

The Bank Secrecy Act and Anti-Money Laundering (BSA/AML) laws protect the financial stability of
the United States. The Financial Crimes Enforcement:Network (FInCEN) is part of the U.S. Department
of Treasury and is responsible for analyzing submitted reports and using the information to
investigate suspected 7 criminal activity. The law requires reports in the following situations:
“SRATORBEVE N I BESRIE” (BSA / AML) TR T R B SRiEE . SRJUTEHIEATSE

(FinCEN) & 3% BIBABGER 1) —5 5, BB /- i 22 R 75 30 R FH IS 245 B AR 2 T BE 10 IR
B, RERZESRELNTEU NS

Companies have to develop policies, keep records, and file a Currency Transaction Report with
the IRS for cash purchases that exceed $10,000 in a day.

ONFSZERIE O, (RS, I IRS HRACHT K BB 10,000 %70 B4 522 5 1R

P o

= o

Individuals who are transporting more than $10,000 in cash into or out of the country have to
file a Report of International Transportation of Currency i or Monetary ;Wi
Instruments. If individuals fail to comply, they violate #x; #8 a federal offense su4¢ and are
subject to civil and criminal penalties.

3 By B 38 10,000 36 03 <B IR N 75 B A8 B s B B s it WD SR R R o
WERMANAE SFHE, MR T 7B U, DRI 252 21 RS AN SR &
Any financial institution that is subject to the Bank Secrecy Act is required to electronically file
a Suspicious Activity Report (SAR) if the institution detects illegal or suspicious behavior on
the part of a customer or employee. This includes breaches of Internet firewalls known more
commonly as hacking.

ARART 52 SRAT PR B V25 B 1) G AR 0 0 2B I8 BR 1 7 IR S AT BEVEEIR S (SAR) , 1
R SEBUR P BB THHEVEB T BE4T Ay 18 /B0 HEIE Sm 5 R 49 B AT A AT Bl K

st o
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= |ndividuals have to submit an annual Report of Foreign Bank and Financial Accounts to the
IRS naming any foreign bank account, brokerage account, or mutual fund that they own.
&N 20 28 ) B e Ry B2 58 LAAHUAM R 42 S e A AR BISRAT IR P, A5 A AR P Btk [F] B 2 4b
B SR AT AN W5 R P AR BE RS

Xlll. Gramme-Leach-Bliley Act
Gramm-Leach i3 JE-Bliley £ E &Rk %1

Named after the senators who are responsible for drafting the law, the Gramm-Leach-Bliley Act (GLB
Act), also known as the Financial Modernization sttt Act of 1999, includes provisions to protect an
individual’s (not a business’s) personal financial information kept by financial institutions. The Federal
Trade Commission (FTC) enforces the law for institutions and business that are not already regulated
regarding these matters by federal or state agencies (including private lenders and check cashing
services as well as mortgage, title, and tax preparation firms). There are three primary parts to the
privacy requirements: The Financial Privacy Rule, Pre-Texting, and Safeguards Rules.
DLE ERE N 258 L Ty 4 H R Gramm-Leach-Bliley Act (GLB Act) %% 45 1999 4 4 fil
BAAESE, KON (MEIERSE) AAH0R SRR I 55 B2 k. BiHE 5
ZEW (FTCO HEF MR (OIERNE TS ZE S B R LRI Bk, EREA R A
HFYERG AT AR HUIE L HIRIEAT B BRI SE 5 T VR . BRARL R =8 £ 253507 W
HFERAHR, FHIEAT AR
1. Financial Privacy Rule: The Financial Privacy Rule controls the collection and disclosure of
personal financial information by financial institutions. The rule is also applicable to
companies, regardless of whether or not they are financial institutions, who receive such
information. The Privacy Rule differentiates a consumer from a customer. According to the
rule, a consumer is defined as someone who obtains a specific product or service for personal
use (check cashing service which is quick and takes minutes), while a customer is someone
who has an on-going significant &t relationship with the financial institution (obtaining a
mortgage loan takes several days to weeks). As a result, the law provides customers with
more privacy protection. For example, privacy notices gives individuals the right to opt-out ik
%%, Yeeik of sharing his or her financial information with a third party. A consumer is only
eligible to a privacy notice if the business in question shares personal information with non-
affiliated companies. However, a customer receives an annual privacy notice with the ability
to opt-out of most information sharing.
ARG BEAASAR) :  FA 755 R A R 42 1) <6 Rl s AT B AN 4 B (0 N B 7545 I8 o %0 FU o0 P 7
Aw], MEmfb TS SR e migR, MME e BREE . BERA RIS 578 2
o MABRHIR, T8 B e 28 A 190 F I s 8 i IR BN (g A8 88 S TR 4
W) , MR & Bl B R A OR 4 BRI BRI B R EZ R R %
W) o Kt BERESARFRME T HEZ R R Fla, FERAE R o N GEEA
BRSS =5 oy Al i A #5545 B . T P U B AR B I A w L RS BRI N A
ARG EE . H2, %P U EIEERERRAE, I HAEERRE RZHER

=

INTFo
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2. Pre-Texting: The Pre-Texting provisions of the GLB Act protect consumers from individuals

and companies that obtain their personal financial information under false i pretenses g
B R SEAT TS S GLB VA I S5 A1 A S B Rk ORAE I o 0 32 Ml A AN A =) DLR AR 2
ek 17y 4 AR N B 5545 2 RE R

Safeguards Rule: Under the Safeguards Rule, all FTC-regulated financial institutions are
required to take certain steps to protect their customers’ private information. These steps
include designing, implementing, and maintaining customer safeguards. The rule applies to
financial institutions that collect information from their own customers and financial
institutions that receive customer information from other financial institutions. In addition to
monitoring and establishing their own procedures and policies, the companies are also
responsible for overseeing and monitoring their service providers’ adherence "z ki to the
steps.

PrBERR]: MRPEORFEHLRN, P FTC B 1 & RS L 2R ER I — e fe iR K P 1
RANEE. BHPBORERG, &E. g P Oginit. ZHRREHREEC
()% P USCER A BBl Hoh & B R RS s P 5 B e iR . Br 17 B AE B s
PR 2 4, T8 L0 w5 B BB M B ik it I p i s B P B

XIV. USA Patriot Act £ B EER

After the 9/11 attacks, Congress passed legislation to help law enforcement officials better monitor
communications and control money laundering activity that may possibly be funneled 54, . #itR
3} to fund terrorists z4iis-1. A portion of the act applies to mortgage lenders and loan originators. The
Patriot =®# Act is the reason why loan originators are required to acquire photo identification from
loan applicants and maintain customer identification programs.

9/11 BEEEH I 1%, BlErimiE vk, HESEE B i Hh BB S AR I P SRTE B, 18 B
BT Re e A A BB 1o RAVE SR — 408 F A T B RS A B R N . BB S
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Al

Loan originators and lenders are required to collect the following from a borrower:

AEACNANEL T /7 ZEAE AT BL R RS -

Name %5

Address itk

Date of Birth (DOB) 4= H

Social security number or employee identification number #& 224555 & 557 5%
Government-issued photo identification EJRF 545 1854 B8 1) B4 5%

Every financial institution is required to do the following:

18] <o RS AT 7 LA DL T 2R

Take steps to verify the identity of all account holders.

PRIDURE e B s P AT Ml 2 1 N & 4
Establish an anti-money laundering policy.
il S P BRI R
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= Report suspicious activity.
SR AT )
= Report any receipt of currency exceeding $10,000.
A5 AR TR 10,000 3E 70 A B s Ui
= Run and verify names of account holders through a federal database of known terrorists and
fugitives.
5 EH HEE S k) e S ) R 43 AU AR I AT O B R R P R A N 2 4
= Train employees on policy compliance.
Holl B T8 sF Uk

XV. Regulation N — Mortgage Acts and Practices (Advertising)
BB N - A BT /HANERE (B

Copies of all commercial communications and relateddocuments must be kept for 2 years. It is illegal
to misrepresent any loan terms in a commercial advertisement. This includes misrepresenting the
following terms:
JIT A e S FRURH A B ST B B A DA 2B R AT 2 e TS SE 8 5 Hp T8 T ] B R o2 3RV I . DA
N TE H AL A R A ) i 7

= Interest rate F|%

* APR R

*  Monthly Payment % H 3214 %H

* Fees ZiH]

= Property taxes and insurances F 2 i A 4R Fi

= Ancillary ##hi% products such as credit insurance or credit disability insurance
i B E o L RS P AR B kA FAG 8 IR B

* Prepayment penalties # R i S8k

= Variability of terms T35 ) ] 554

»  Number of payments {3k /XE

= Actions that constitute a default 1B iE&I 11T 4

= Effectiveness of debt consolidation 1 %5 & 1145 2t

* Government endorsement Effadn

= Ability to obtain a mortgage or preapproval J&#5-HE4H &k El FE IS LT BE

= Right of consumer to reside 1t in property — especially important for reverse mortgage
H B A AR 2 TR ORER - 3B e 1) 1K G HL R 2

= Availability of counseling services Hfti% =R 5
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XVI. The Electronic Signatures in Global and National Commerce Act

“ERNBIXEREET RIS

Enacted in 2000, the Electronic Signatures in Global and National Commerce Act (E-Sign Act) allows
electronic records and electronic signatures to be valid whenever a regulation requires a document to
be in writing as long as the consumer has approved of its use. Financial institutions are required to
provide the consumer with a statement explaining their rights to use, ability to withdraw consent,
and the hardware and software requirements for accessing and storing records.
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