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Secretary 
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Federal Reserv e Syste m 
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Re: Docke t No . R-134 0 -  Proposed Rul e to Amend th e Regulatio n Z  Mortgag e 

Loan Disclosure s 

Dear Ms. Johnson : 

The Credit Union National Association (C U N A) appreciates the opportunity to 
comment on th e Federa l Reserv e Board' s (Board's ) propose d rul e that will revis e 
the Regulatio n Z  disclosure requirement s for mortgage loans . Thes e ar e specifi c 
changes t o implemen t provision s o f the Mortgag e Disclosur e Improvemen t Act 
(M D I  A), which was enacted this past July and amends certain provisions of the 
Truth in Lending Act (T I L A). C U N A  represents approximately 90 percent of our 
nation's 8,20 0 state and federa l credi t unions , whic h serv e approximatel y 92 
million members . 

Summary of C U N A's Comments 
• Th e propose d rul e wil l allo w a consume r to modif y o r waive the timing 

requirements for the loa n disclosure s i f due to a  bon a fide persona l financia l 
emergency. C U N A  urges the Board to provide significant, additional 
clarification a s to the situations that may qualify unde r this exception an d t o 
limit these to unusua l an d unforeseeabl e circumstances . 

• Unde r the proposal , creditor s wil l b e require d to provid e corrected disclosure s 
with a  revise d annua l percentag e rat e (APR ) i f there are any changes that 
result in the APR bein g inaccurat e beyon d certai n tolerances . W e suggest 
that this timing requirement not apply if the A P R  is being reduced. 

• C  U N A  urges the Board to use one definition of "business day" that is 
consistent for al l o f these disclosure provisions , instea d o f the two definitions 
that are included i n the proposed rule . 

• C  U N A does not believe home equity lines of credit (H E L O Cs) should be 
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subject to these o r similar timing requirements , especiall y for the requirement s 
that appl y to APR disclosures . 

Discussion 
The M D I A  requires creditors to mail or deliver good faith estimates of mortgage 
loan cost s within three busines s day s afte r receiving the applicatio n fo r the loa n 
and befor e any fees are collected , othe r than a  reasonabl e fee for obtaining a 
credit report . Thes e earl y disclosure provision s ar e consisten t with th e Board' s 
recent final rul e that amends the Hom e Ownershi p Equit y Protectio n Act , 
although the M D I A  broadens this requirement to include all dwellings, such as 
second homes . 

The propose d rul e incorporate s thes e provision s an d als o implement s additiona l 
requirements that were included in the M D I  A. Under the proposal, creditors must 
wait a t leas t seven busines s day s afte r they provid e th e earl y disclosures befor e 
closing the loan . Creditor s mus t also provide corrected disclosures with a  revise d 
A P R if there are any changes that result in the A P R  being inaccurate beyond 
certain tolerances, whic h wil l generall y be 1/ 8 o f 1 percent . Thes e disclosures 
must be receive d b y the consume r at least three days befor e the loa n closing , 
and the consume r will hav e bee n considere d t o hav e receive d thes e disclosures 
three busines s day s afte r they are maile d b y the lender . 

As for the seven-day and three-day timing requirements , a s described above , th e 
proposed rul e wil l allo w a  consumer to modif y o r waive the timing requirement s 
for the loa n closin g i f due to a  bona fide persona l financial emergenc y that mus t 
be satisfied befor e the end o f the waiting period . W e appreciate that the Boar d 
has provided a n impendin g foreclosure as a  possibl e example o f a "financia l 
emergency," which we certainl y believe i s reasonable , bu t we urge the Boar d to 
provide significant , additiona l clarificatio n a s to other situations tha t may also 
qualify and to limi t these to true emergencies. Fo r example, th e mer e need to 
meet a  deadline for a significant expense, suc h as a  tuition payment , woul d no t 
appear to b e a  financial emergency , especiall y i f the paymen t deadlines ar e 
known well i n advance. 

In ou r view, th e "financia l emergency" exceptio n shoul d b e limite d to unusua l an d 
unforeseeable financial circumstances . A  lis t of examples from th e Board , i n 
addition to the impendin g foreclosure, woul d b e very helpful provided i t i s clear 
that othe r situations no t o n the lis t ma y also qualify , assumin g they mee t the 
broad parameter s that are outlined i n the rule . Furthermore , th e burden should 
be on the borrower to provide an explanation , i n writing, o f a circumstance that 
may qualify as a  "financia l emergency " t o the lender , a s opposed to the borrowe r 
signing a  statemen t that i s prepare d b y the lender . W e believe these parameter s 
for exercising the "financia l emergency " exceptio n ar e neede d to bot h ensur e that 
the righ t o f cancellation i s preserve d fo r the borrowe r and to protec t lender s who 
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may b e challenge d i f they grant a modificatio n o r waiver from thes e timing 
requirements. 
As described above , creditor s mus t provide corrected disclosure s with a  revise d 
APR if there are any changes that result in the A P R  being inaccurate beyond 
certain tolerances. We suggest that this timing requirement not apply i f the A P R 
is bein g reduced . Whil e we certainl y agree tha t a ne w disclosure should b e 
provided i n these circumstances , i t should no t be necessar y to delay the closin g 
of the loa n i n situation s i n which th e correctio n benefit s the borrower . 
We ar e als o concerned tha t the proposa l include s two definition s o f "business 
days." Fo r the genera l disclosur e provisions , "busines s day" i s defined a s any 
day in which the lender' s office i s open. Fo r the corrected disclosure provisions , 
it i s defined as al l days except Sundays and specific Federa l holidays . Thi s will 
often lea d to difference s for those lender s who ar e eithe r open o n Saturday s o r 
closed on Stat e holidays . 

We urg e the Boar d to us e one definition that i s consisten t for all o f these 
disclosure provisions . Furthermore , w e believ e the definition o f "business days " 
should b e the same for all o f the Regulatio n Z  provisions and these should also 
be consisten t with th e disclosure provision s o f the Rea l Estat e Settlemen t 
Procedures Act (R E S P  A). A consistent definition will help lenders comply with all 
of these timing requirements . 

The proposa l wil l requir e that the following statemen t be include d with these 
disclosures: "Yo u ar e no t required t o complete this agreement merel y because 
you hav e receive d these disclosures or signed a  loa n application. " W e sugges t 
that the words "loan transaction " replac e the word "agreement, " sinc e the 
agreements are no t signed unti l settlement , whic h occur s a t a late r date. 

Although the proposal will not affect H E L O  Cs, the Board has requested comment 
as to what the timing requirements should be for H E L O C  disclosures. We do not 
believe H E L O  Cs should be subject to these or similar timing requirements, 
especially for the requirements that apply to A P R  disclosures. In general, A P  Rs 
for H E L O  Cs are variable, and the rate may change in between the time the 
disclosure i s mad e and th e settlement date. I n these situations, w e do no t 
believe i t should b e necessar y to delay settlement i f the rat e were to change from 
the time the disclosure i s initiall y made , assumin g the underlyin g inde x and 
margin remains the same. Consumers often apply for H E L O  Cs because they 
need th e funds for specific purposes within a  shor t perio d o f time an d lender s ar e 
often abl e to accommodate these needs . Consumer s are informe d an d 
understand that the APR for a H E L O C  will change on a frequent basis. Delaying 
the transaction becaus e o f these expected change s i n the APR will no t benefi t 
consumers o r lenders i n these situations . 



Page 4 

Thank you for the opportunit y to commen t on th e propose d revision s t o th e 
Regulation Z  disclosure requirement s for mortgage loans . I f you hav e questions 
about our comments , pleas e contac t Senior Vice Presiden t and Deput y General 
Counsel Mar y Dun n o r me at (202 ) 638-5777. 
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Sincerely,Jeffrey P. BlochSenior Assistant General Counsel
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