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Cfpb	closing	disclosure	guide

Before	signing	any	loan	documents,	it's	crucial	to	verify	the	contact	information	provided	by	the	lender	is	accurate.	Even	minor	typos	can	lead	to	issues	down	the	line.	The	borrower	should	double-check	that	this	info	aligns	with	their	expectations.	If	discrepancies	arise,	they	must	contact	the	lender	immediately	and	inquire	about	the	reason	for	these
changes.	One	possible	explanation	could	be	the	inclusion	of	closing	costs	in	the	loan,	which	reduces	upfront	expenses	but	increases	overall	costs	due	to	added	interest.	If	the	expected	interest	rate	isn't	met,	it's	essential	to	ask	the	lender	why	this	happened,	especially	if	a	rate	lock	was	in	place.	This	feature	comes	with	risks	since	lenders	can	only
adjust	rates	under	limited	circumstances.	Additionally,	borrowers	need	to	be	aware	of	features	like	prepayment	penalties	and	balloon	payments,	which	can	have	significant	implications	for	their	finances.	If	these	are	present,	it's	crucial	to	understand	the	terms	and	explore	alternative	options.	It's	also	vital	to	ensure	that	the	Estimated	Total	Monthly
Payment	is	within	one's	means	and	that	any	additional	costs	such	as	escrow	have	been	factored	into	the	budget.	The	borrower	should	scrutinize	the	closing	costs,	which	cover	upfront	expenses	for	obtaining	the	loan	and	transferring	property	ownership.	Significant	changes	in	these	costs	warrant	an	explanation	from	the	lender.	The	total	amount	due	at
closing,	including	any	pre-paid	funds,	must	align	with	the	Loan	Estimate.	This	includes	breaking	down	principal	(the	borrowed	amount)	and	interest	(the	lender's	fee).	The	borrower	should	be	aware	that	their	monthly	payment	will	typically	exceed	this	sum	due	to	taxes	and	insurance.	Mortgage	insurance	is	usually	required	for	down	payments	under
20%	of	the	home's	price,	and	borrowers	should	understand	the	associated	costs.	Additional	homeownership	expenses	like	property	taxes	and	insurance	are	bundled	into	the	monthly	payment.	Here's	what	you	need	to	know	about	costs	associated	with	getting	a	loan.	This	column	breaks	down	the	charges	that	will	be	applied	to	you	upfront.	These	are
fees	your	lender	takes	for	originating	the	loan,	and	you	pay	them	in	exchange	for	a	lower	interest	rate.	Learn	more	about	these	costs.	Other	expenses	include	transferring	ownership	of	the	property	and	registering	your	mortgage	with	local	authorities.	Interest	on	your	loan	between	closing	and	the	end	of	the	month	is	also	part	of	this	category.	It's
common	to	pay	your	first	year's	homeowner's	insurance	premium	upfront	at	closing,	which	sets	up	an	initial	balance	in	your	escrow	account.	Learn	more	about	these	costs.	The	section	also	includes	fees	for	other	services	you've	opted	for.	Double-check	that	these	amounts	match	what	you	expect.	The	total	upfront	cost	of	the	loan	and	real	estate
transaction,	excluding	your	down	payment,	is	shown	here.	This	is	different	from	the	actual	amount	you	need	to	bring	to	closing,	which	is	called	"Cash	to	Close"	on	page	3.	Lenders	sometimes	offer	rebates	to	offset	some	of	these	costs	in	exchange	for	a	higher	interest	rate	than	usual.	Learn	more	about	lender	credits.	The	seller	may	agree	to	contribute
to	your	closing	costs,	and	if	so,	that	amount	will	be	listed	here.	If	the	seller	has	agreed	to	pay	specific	costs	instead	of	contributing	a	general	amount,	those	amounts	might	be	shown	as	"Seller	Paid"	on	page	2.	The	total	cost	charged	to	you	at	closing	includes	the	house	price	and	closing	costs	but	doesn't	include	any	credits	or	rebates	that	lower	your
costs.	Those	are	listed	in	Section	L.	This	section	also	details	how	you'll	pay	for	items	prepaid	by	the	seller,	including	the	amount	borrowed,	deposit,	and	any	rebates	or	credits	from	the	seller	or	third-party	service	providers.	It	includes	prior	taxes	and	other	fees	owed	by	the	seller	that	you'll	pay	later.	The	seller	is	reimbursing	you	now	to	cover	these
expenses.	This	section	also	shows	the	actual	amount	you	need	to	pay	at	closing,	which	typically	requires	a	cashier's	check	or	wire	transfer.	Ask	your	closing	agent	about	making	this	payment;	in	some	areas,	they	may	be	known	as	a	settlement	agent,	escrow	agent,	or	closing	attorney.	It's	crucial	to	make	your	mortgage	payments	on	time	and	in	full
every	month	to	avoid	fees	and	protect	your	credit	record.	However,	it's	good	to	know	how	much	the	late	fee	will	be	if	you're	unable	to	pay	your	full	mortgage	in	a	given	month.	If	you	can't	make	your	payment	in	full,	your	lender	might	not	accept	partial	payments	or	may	hold	them	separately.	The	lender	may	also	charge	you	a	late	fee	every	month	until
you	catch	up.	Your	lender	might	report	you	to	credit	agencies	as	well	for	missing	a	payment.	An	escrow	account	allows	you	to	pay	your	homeowner's	insurance	and	property	taxes	monthly	with	your	mortgage	payment	instead	of	in	one	large	sum.	This	section	explains	whether	you	have	an	escrow	account,	how	it	works,	and	what	you	need	to	know
about	making	payments	on	time.	The	homebuyer	should	thoroughly	review	their	closing	disclosure	to	understand	what	is	included	in	the	escrow	account	and	what	is	not.	For	instance,	homeowner's	association	fees	are	often	excluded	from	escrow	accounts.	If	you	prefer	to	make	monthly	payments	for	property	taxes	and	insurance	instead	of	one	lump
sum,	discuss	this	with	your	lender.	Some	lenders	may	charge	a	fee	if	you	opt	out	of	an	escrow	account.	It	is	essential	to	have	discussed	this	choice	with	your	lender.	Additionally,	understand	the	implications	of	loan	features	such	as	assumptions,	demand	features,	negative	amortization,	security	interest,	note,	and	security	instrument.	A	loan's
assumptions	allow	the	buyer	to	take	over	the	loan	on	the	same	terms	if	sold.	Demand	features	require	immediate	payment	of	the	entire	loan	at	any	time.	Negative	amortization	means	your	loan	balance	can	increase	even	with	on-time	payments.	The	lender	uses	an	appraisal	to	determine	the	home's	value,	which	you	have	a	right	to	receive	as	part	of	the
process.	Understanding	these	loan	details	and	the	timeline	for	the	application	process	is	crucial	in	making	informed	decisions	during	your	mortgage	journey.	The	TRID	Rule	provides	provisions	for	creditors	to	follow,	regardless	of	their	typical	business	or	the	product's	labeling.	These	rules	apply	even	if	the	loan	meets	specific	requirements	discussed
in	each	section.	Specifically,	Section	1026.17(c)(6)	allows	lenders	to	treat	a	construction-permanent	loan	as	one	transaction	or	multiple	transactions.	This	means	they	can	provide	separate	financing	estimates	and	closing	disclosures	for	each	phase	of	the	loan	or	disclose	them	on	a	single	combined	document.	Appendix	D	offers	methods	for	estimating
disclosures	related	to	the	construction	phase,	whether	provided	separately	or	together	with	the	permanent	phase.	This	appendix	provides	special	procedures	for	lenders	to	use	when	disclosing	information	about	periodic	payments,	interest-only	payments,	or	amounts	based	on	periodic	payments.	Additionally,	Section	1026.19(e)(3)(iv)(F)	permits
creditors	in	certain	new	construction	loan	transactions	to	provide	revised	estimates	of	good	faith	tolerances.	A	new	construction	loan	is	defined	as	a	loan	for	purchasing	an	unbuilt	home	or	one	under	construction,	not	for	financing	home	improvements	or	existing	structures.	Information	on	construction	loans	can	be	found	in	sections	7	and	14	of	the
TILA-RESPA	Rule's	compliance	guide	for	small	entities,	last	updated	on	May	31st,	2019.
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