
Starting August 1, 2015, the closing process will go 
through a significant change. The Closing Disclosure 
form will replace the HUD-1 and the final Truth in 
Lending (TIL) forms. The new form will include 
information that is currently found on the HUD-1 and 
TIL as well as new calculations and disclosures. The 
resulting form is unlike anything the industry has seen 
before—complex and dynamic, allowing for dozens of 
variations derived from product type, loan purpose and 
other variables.1

Responsibility of providing the disclosure
The responsibility of providing the closing document 
to the borrower in an accurate and timely manner 
now falls on the creditor and, although revisions to 
the Closing Disclosure are permitted, the new timing 
requirements should put an end to the all-too-familiar 
last-minute closing-table-changes. That responsibility, 
coupled with stricter fee tolerances2, has led some 
creditors to consider exercising greater control over the 
preparation of the Closing Disclosure and the overall 
closing process itself. 
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This is the second edition of PwC Perspectives on the Consumer Finance Protection Bureau’s 
(CFPB) “Know Before You Owe” Integrated Mortgage Disclosure rule, which will become 
effective for mortgage applications received on or after August 1, 2015. The goal of this 
series is to highlight key elements of the new rules, and to provide a perspective on 
potential operational and compliance impacts. 

This edition focuses on the likely significant changes to the closing process—changes that 
will impact the entire mortgage origination ecosystem, including creditors, borrowers, 
settlement agents and realtors. Specifically, our aim is to provide a perspective and assist 
you with thinking through these questions: 

• Who will prepare the closing disclosure – settlement agent or creditor? 

• How will the operating model change? 

• What will be the role of the settlement agent? 

• Are changes to settlement agent management needed? 

 
1 http://files.consumerfinance.gov/f/201311_cfpb_final-rule-preamble_integrated-mortgage-disclosures.pdf, page 6

2 http://files.consumerfinance.gov/f/201311_cfpb_final-rule-preamble_integrated-mortgage-disclosures.pdf, page 4
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3 http://files.consumerfinance.gov/f/201311_cfpb_final-rule-preamble_integrated-mortgage-disclosures.pdf, http://files.consumerfinance.gov/f/201409_

cfpb_tila-respa-integrated-disclosure-guide-to-form.pdf, section 3

4 http://files.consumerfinance.gov/f/201207_cfpb_report_tila-respa-sbrefa-feedback.pdf, pages 17-18

5 Wells Fargo announcement, http://www.thetitlereport.com/TTR/Articles/Wells-Fargo-announces-plans-for-Closing-Disclosure-61978.aspx
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Subsequently, many creditors might need to build tight 
controls over the closing process with an increased number of 
checkpoints. In the new environment, the closing process will 
have to become more organized and controlled with creditors 
and settlement agents working together in synchrony to reach 
the closing date, ensuring that all the pre-closing information 
is collected much earlier in the origination process. 

Closing Disclosure and loan-level data
The new Closing Disclosure differs in many ways from any 
current disclosures. For example, although it is considered 
to be a single form, the specific version of the form that is 
required will vary depending on an array of variables—the 
required Closing Disclosure form for an adjustable-rate 
refinance transaction will include the Adjustable Interest 
Table (AIR); the required form for a fixed interest-only 
transaction will include the Adjustable Payments (AP) 
table; whereas, a fixed rate transaction will require neither. 
Moreover, certain portions of the document will be visible 
and populated only when applicable.3 This means that a static 
form cannot be used to populate the information. Complex 
software might be needed to sift through the 30+ options  
for the Closing Disclosure document and select the 
appropriate version based on the unique characteristics of  
an individual transaction. 

Further, while the Closing Disclosure includes familiar 
calculations, such as APR, it also contains new calculations. 
Some examples are:

• Projected Payments table;

• Adjustable Interest Rate (AIR) table;

• Adjustable Payments (AP) table; and 

• Total Interest Percentage (TIP) calculation. 

Most of these calculations represent a reorganization of 
information that is already captured in most origination 
systems, and will, therefore, not present significant challenges 
to creditors. The Projected Payments table, however, could 
present several challenges. It requires certain assumptions 
to be made (e.g. application of Private Mortgage Insurance 
(PMI) and adjustable rate projections), and for the utilization 
of multiple and overlapping amortization schedules. Although 
the days of completing mortgage documents by hand are long 
behind us, the new regulation might require even the smallest 
of players (such as local settlement agents) to upgrade their 
mortgage software if they stand the chance of preparing the 
document4 as utilizing existing software (or lack thereof) may 
not suffice to complete the document. New software must 
not only add, subtract and perform basic multiplication, but 
it must also generate complex calculations based on multiple 
amortization tables. 

Transmitting loan-level data needed to complete the Closing 
Disclosure, such as Projected Payment table information, 
between creditor and settlement agent will require more 
attention. Currently, the creditor can fax or email the 
closing instructions to the settlement agent, relying on the 
settlement agent to complete the HUD-1 by, in many cases, 
preforming manual data entry. In the future, this traditional 
communication will be challenging due to the dynamic 
nature of the Closing Disclosure and because it requires the 
entry of complex data; it will be difficult for the settlement 
agent to perform data entry on the Closing Disclosure in an 
accurate and timely manner without electronic loan-level data 
transmission between the creditor and settlement agent. 

As a result of this change, some creditors have already 
chosen5—and others will likely follow—to take over the 
responsibility of filling out the closing document, in effect 
reversing the roles of the creditor and settlement agent 
with the settlement agent sending the creditor their closing 
instructions and the creditor completing the  
closing document. 
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Timing requirements
One of the most significant changes that the integrated 
RESPA/TILA mortgage disclosure rules specifies is that 
the closing document must be provided to the borrower 
three business days prior to closing. This serves one of the 
underlying objectives of the regulation, which is to provide 

the consumer with sufficient time to review loan information, 
including fees and cash to close.6 Depending on the method of 
delivery7, the Closing Disclosure may need to be provided to 
the borrower up to six business days prior to closing. 

As an example, the table below illustrates a situation where 
the Closing Disclosure is provided to the borrower by mail: 

To avoid borrower surprises at closing, the creditor may 
desire for the Closing Disclosure to be as close to final as 
possible when first provided to the borrower. To accomplish 
this, creditors will require that final inputs into the closing 
documents, when possible, occur much earlier in the process 
than they do today. 

Of course, between the time of initial Closing Disclosure and 
closing, changes could occur. Minor changes can be applied 
to the Closing Disclosure without restarting the three day 
waiting period. However, if certain material changes take 
place, such as changes to APR, changes to product type, or 
the addition of a prepayment penalty, an updated Closing 
Disclosure must be provided and the three- business day 
timing requirement restarts8, absent a borrower waiver, 
causing potential delays to the closing process. In the case of 
a purchase, this could result in a significant inconvenience 
to all parties involved and in case of a refinance, could cause 
rate-lock expiration. Additionally, creditors should not depend 
on processes that make reliance on waiting period waivers as 
a substitute to effective processes for providing accurate  
Closing Disclosure. 

Fee tolerances
As is the case today, loan fees fall into various tolerance 
categories. However, the RESPA/TILA Integrated Disclosure 
rule shifts some fees from the 10 percent aggregate tolerance 
into the zero tolerance category and shifts some fees from 
the unlimited tolerance category to the 10 percent aggregate 
tolerance category.9 “Cost to cure” expenses that cannot 
be passed on to the borrower can rack up quickly if special 
attention is not paid to managing and validating the fees that 
various service providers will charge, from the beginning of 
the loan origination lifecycle. 

Additional complexity is introduced in situations when 
borrowers are allowed to shop for services. If a borrower 
initially elects a provider from the Written List of Providers10 
and then changes their mind and goes with a provider not 
on the list, the tolerance category for that fee will shift from 
10 percent tolerance to unlimited tolerance. Further, fees 
for providers that the borrower may not shop for fall in the 
zero percent categorization. As the importance of such fee 
management rises, many creditors will need to be more 
mindful than ever of which providers they choose to do 
business with.11

 
6 http://files.consumerfinance.gov/f/201311_cfpb_final-rule-preamble_integrated-mortgage-disclosures.pdf, page 3

7 http://files.consumerfinance.gov/f/201311_cfpb_final-rule-preamble_integrated-mortgage-disclosures.pdf, page 276

8 http://files.consumerfinance.gov/f/201311_cfpb_final-rule_integrated-mortgage-disclosures.pdf, page 1390

9 http://files.consumerfinance.gov/f/201311_cfpb_final-rule_integrated-mortgage-disclosures.pdf, page 1385-1387

10  The regulation requires that any services for which the creditor allows the borrower to shop for are listed on a supplemental Written List of Providers form. If the 
borrower elects a service provider from the Written List of Providers, the fees for that servicer will fall into the ten percent category. 

11 However, restricting the borrowers’ ability to shop for a service places the estimate of charges for that service into the zero-tolerance category.

Sun, Sept 13 Mon, Sept 14 Tues, Sept 15 Wed, Sept 16 Thurs, Sept 17 Fri, Sept 18 Sat, Sept 19

Closing 
Disclosure 
mailed

Closing 
Disclosure 
received

Sun, Sept 20 Mon, Sept 21 Tues, Sept 22 Wed, Sept 23 Thurs, Sept 24 Fri, Sept 25 Sat, Sept 26

Earliest 
Allowable 
Closing Day*

*Depending on counting methodology employed, Tuesday, September 22 may be earliest allowable closing day



In this volume, we provided an overview of the Consumer 
Finance Protection Bureau’s (CFPB) “Know Before You Owe” 
Closing Disclosure changes and potential implementation 
challenges. These are some of the most complex changes 
arising from the Integrated Mortgage Disclosure rules, 

and require lenders to evaluate the impacts to their closing 
processes to determine the appropriate closing model to 
implement. There are many factors to consider, and each 
model requires change to current processes and significant 
implementation effort. 

4PwC Perspectives 

Conclusion

Who will prepare the Closing Disclosure? 
Settlement agent or creditor? 
As mentioned above, creditors may want to revisit their 
current closing model to manage the compliance risk they 
face under the new rules. The outcomes are likely to be 
variations on three possible models for the relative roles of the 
creditor and settlement agent, as follows: 

1. Traditional Settlement Agent Model—the familiar 
method of conducting closings with the settlement agent 
both driving the closing process and preparing the  
closing document.  
 
Post August 1, it will be challenging to sustain the model 
for creditors and settlement agents alike. Creditors 
will desire to maintain control over completing the 
Closing Disclosure as they will be responsible for its 
precision and delivery; whereas settlement agents, 
especially smaller businesses, may not have the software 
capability to effectively prepare such a document.12 Just 
as importantly, sharing the needed loan-level data is 
challenging, potentially requiring software capabilities 
many organizations don’t yet possess. 

2. Collaboration Model—an arrangement where 
settlement agents and creditors complete their respective 
sections of the form.  
 
This model may be attractive to some creditors where 
there is a strong relationship between creditor and 
settlement agent vendor. However, creditors and 
settlement agents may not have the required technology 
needed to execute this model by August 1. 

3. Creditor Model—an arrangement where the roles of 
the creditor and settlement agent are reversed and the 
creditor completes the Closing Disclosure and delivers it 
to the borrower.  
 
This model provides the creditor with the highest level 
of control over the closing documentation. The creditor 
drives completing the document, proactively reaching 
out to the settlement agent for their closing instructions. 
To execute on this model, however, the creditor will need 
enhance their existing Closing departments. In the short 
term, some creditors have already chosen13 a variation of 
this model, and others will likely follow. 
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12 Due to the dynamic nature of the Closing Disclosure, document cannot be prepared without model form selection and system calculations. 

13 Wells Fargo announcement, http://www.thetitlereport.com/TTR/Articles/Wells-Fargo-announces-plans-for-Closing-Disclosure-61978.aspx
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