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CFPB addresses 'black hole' in mortgage disclosure
rule

New rule clarifies timeframe for addressing closing cost increases
with consumers

BY
MAY 1

PATRICK KEARNS

The Consumer Finance Protection Bureau (CFPB) last week finalized changes to address

so-called “black holes” in the “Know Before You Owe” mortgage disclosure rule. The

“black holes” created ambiguity about when lenders had to tell potential borrowers about

closing costs. 

Changes to the 2015 rule — also called TILA-RESPA Integrated Disclosure, or TRID — are

intended to clarify the language in regards to the timeframe in which lenders can pass
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increased closing costs on to consumers as well as make the costs more transparent on

the closing disclosure form.

“A mortgage is one of the largest financial decisions a consumer will ever make, and

CFPB’s rules help ensure consumers have the easy-to-understand information they need

before making a decision that will significantly impact their financial lives,” said former

CFPB Director Richard Cordray, back when the amendments were proposed in July 2017.

“Our updates will clarify parts of our mortgage disclosure rule to make for a smoother

implementation process for lenders and consumers.”

The “Know Before You Owe” rule was initially created to provide consumers, “with good

faith estimates of the loan terms and closing costs required to be disclosed on a Loan

Estimate,” according to CFPD. There was confusion, however, in the mortgage industry, as

to exactly when creditors may pass increased costs to consumers and disclose them on a

closing disclosure form.

Nowhere in the original rule did it specify the timeframe for addressing these increased

costs with consumers, which the mortgage industry said made it difficult for creditors to

pass the increased costs to consumers. That confusion led to creditors spreading the costs

across all consumers by pricing their loan products with added margins, or in some cases,

denying consumers the credit even after providing the closing disclosure, according to

CFPB.

The new amendment now sets a clear four-day timeframe, eliminating that potential gap,

or “black hole” as it’s known in the industry.

“The Bureau adopted the provision that requires that consumers receive the revised loan

estimate not later than four business days prior to consummation to ensure that consumers

do not receive a revised loan estimate on the same date as the closing disclosure in cases

where the revised loan estimate is not provided to the consumer in person,” the

amendment states.

The changes were initially proposed back on July 2017 and open to a public comment

period. At the time, the National Association of Realtors (NAR) was one of the organizations

that voiced support for changes. The final rule is set to take effect 30 days after it’s

published in the federal register.
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How agents can soften the blow of homeownership costs

Real estate agents are experts at guiding consumers through the negotiations and
paperwork involved in the homebuying process. Yet, once buyers have signed on the dotted
line, walked into their new homes and closed the door behind them, they too often are left
with a false sense of security that all the surprises are over.

BY DIANE MORAIS | APR 26

Home prices rise again for 70th month in a row, no signs of stopping

Home prices across the country are continuing a rise akin to the 15 years leading up to the
2008 financial crisis, according to the latest S&P CoreLogic Case-Shiller National Home
Price NSA Index.
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The founder and chairman of Quicken Loans, now the largest mortgage company in the
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