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Consumer Finance – MDIA FAQs
Q. What is MDIA?

A.  The Mortgage Disclosure Improvement Act of 2008 (MDIA) is an amendment to the Truth in Lending Act (TILA) included in the Housing and Economic Recovery Act of 2008. The MDIA rule dictates that the early, estimated TILA disclosure must be received by the customer prior to the collection of any fee outside of a bona fide credit report fee. MDIA also states that the bank must deliver or place the TILA disclosure in the mail at least seven business days before the loan can close.  Any changes to the early TILA disclosure outside of specific tolerances will require a corrected, disclosure be sent to the customer. Finally, MDIA requires a set period of time pass between the receipt of the re-disclosure and the loan closing.

Q. Which types of application are affected by MDIA?

A. MDIA applies to all mortgage installment loans secured by the consumer’s dwelling.  The regulation applies to purchase and refinance applications, regardless of lien position. It also applies to second homes and vacations homes, as well as primary residences.  MDIA does not apply to Home Equity Lines of Credit.

Q. When does MDIA go into effect?

A. MDIA requirements effect all mortgage loan applications taken on or after July 30th, 2009.

Q. How long must a customer wait after initial early disclosures are sent before signing/closing?

A. Early disclosures must be delivered or placed in the mail at least seven business days prior to signing/closing. A loan cannot close until those seven days have passed.  Business days do not include Sundays and legal federal holidays.

Q. How long does U.S. Bank require a customer wait after a corrected early TILA is sent before signing / closing?

A. If the early, estimated disclosure needs to be re-disclosed, the customer cannot close for six business days after the corrected TILA disclosure has been mailed. (MDIA considers customer receipt of disclosures as three business days after mailing.  The closing cannot occur until three business days after the customer receives the disclosure.) The customer must also observe the initial seven day waiting period.  So, if a corrected TILA disclosure is sent during the seven day waiting period, the loan cannot close before that initial period or the six business days has expired.

Q. What changes will require re-disclosure of the TILA?

A. If the APR increases by more than .125 percentage points from the early, estimated TILA, the loan will require a corrected, estimated TILA to be sent to the customer. Decreases in the APR will not require a redisclosure.

Q. What will cause the APR to change?

A. Any change to the rate will change the APR and require a re-disclosure if the tolerance of 1/8th of a percent has been exceeded. Also, some fees and changes in the payment stream can affect the APR. The most common APR-impacting fees are the broker fees, processing fees, settlement fees, and notary fees.  Finally, any changes in the loan structure, such as loan amount, payoffs, first payment date, etc. can impact the APR if these changes result in a change to the rate.

Q. What is considered a business day under MDIA?

A. For the purposes of MDIA and the disclosure waiting periods, Monday through Saturday are considered business days, with the exception of legal federal holidays. For the purposes of the mailing of the initial estimated TILA disclosure Saturday and Sunday and legal federal holidays are not considered business days. 

Q. What impact does MDIA have on collecting the appraisal fee?

A. Account information to collect funds cannot be requested from the applicant until the fourth business day following the mailing of the initial early disclosures.  
Timeline and Overview of Regulation Changes
July 30, 2009

MDIA / REG Z    (does not apply to HELOCs)

1. Early disclosures mailed at least seven days prior to loan closing.  Business days do not include Sundays and holidays.
2. Cannot charge a non-refundable fee (appraisal fee, for example) until after midnight of the 3rd business day after disclosures were mailed.  Business days do not include Sundays and holidays.  (Current law for HELOCs is 3 days after mailing)

3. If APR changes > 1/8% (over OR under) from previous disclosure, must re-disclose and customer must receive the new disclosure at least 3 business days prior to closing.  U.S. Bank will re-disclose only if APR was under-disclosed by > 1/8%.

October 1, 2009
Higher Priced Mortgages aka Section 35   (does not apply to HELOCs)

1. First Mortgages with an APR greater than or equal to Average Prime Offer Rate + 1.5%

2. Subordinate mortgages with APR greater than or equal to APR + 3.5%

3. Maximum pre-payment penalty is 2 years.  Cannot impose a pre-payment penalty if the principal and interest payment can change in the first four years.  Cannot impose PPP if loan is refinanced with the same lender.

4. Must show borrower ability to repay (must verify income)

January 1, 2010
RESPA   (does not apply to HELOCs)

1. New GFE and HUD-1 required
2. GFE must be re-disclosed whenever there is a changed circumstance that causes fees to be out of tolerance

3. Must review any new loan documentation within 3 days of receiving that document and if it changes the fees or APR outside of tolerance, new disclosures must be sent within 3 business days of receipt of document that caused the change.

April 1, 2010

Escrows for Section 35 Loans   (does not apply to HELOCs)

1. Higher Priced Mortgage Loans (1st Position) are required to have escrows
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