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New
Rule
Finalizes
the Mortgage
Loan Disclosure
Requirement
New Washington
Washington
Rule
Finalizes
the Mortgage
Loan Disclosure
Requirement
The Washington
Departmentof
of Financial
Financial Institutions
Institutions ("DFI")
("DFI") has
Washington Department
has issued
issued aa final rule
rule regarding
regarding
the new one-page
mortgagedisclosure
disclosureform.
form. The
The new
new rule
rule completes
completes implementation
implementation of
of one
one-page mortgage
one of
the principal
principal recommendations
recommendations of Governor
Governor Gregoire's
Gregoire's Homeownership Security
Security Task
Task Force
Force and
is designed
to provide
provide Washington's
Washington's mortgage
mortgage applicants
applicantswith
with clearer
clearer information
information about key loan
designed to
terms.
The final rule
the final requirements
terms. The
rule takes
takes effect
effect on
on December
December 5, 2008, and contains
contains the
requirements for
the
(The statutory
statutoryrequirement
requirementtook
tookeffect
effectinin June
Junebut
butthe
theDFI
DFI will
will now
the disclosure.
disclosure. (The
now examine
examine
based
onthe
thefinal
final rule.)
rule.) Lenders
Lenders and
and brokers
brokers should
should review
review their
their disclosures
very carefully
carefully to
based on
disclosures very
ensure that they are in compliance with
with the
the final
finalrule.
rule.Also,
Also,since
sincethe
thenew
newrule
ruledoes
does not
not amend
amend
any
lenders and
and brokers
brokers must
must continue
continue to
to provide all
any existing requirements,
requirements, lenders
all other
other mandated
mandated
federal
disclosures.
federal and
and state
state disclosures.
The rule provides the final
be given to applicants
final requirements
requirements for the
the disclosure
disclosure that must
must be
applicants for
most residential mortgage
loans. The disclosure
must be
be provided on loans
mortgage loans.
disclosure must
loans secured
secured by one-tofour
four family
familyproperties
propertiesififthe
theproperties
propertiesare
areused
usedas
asprincipal
principalresidences
residencesor
orsecond
second homes,
homes, and
and the
the
disclosure
must
be
given
on
both
purchase
money
and
non-purchase
money
loans.
However,
the
disclosure must be given on both purchase money and non-purchase money loans. However, the
disclosure
does not
not have
have to be provided on
open-end loans
loans (i.e.,
(i.e., HELOCs)
disclosure does
on reverse
reverse mortgages,
mortgages, open-end
and bridge loans. The disclosure must be
be provided within
three
business
days
after
the lender or
within three business
receives the
the loan
loan application.
application. In
In addition,
addition, it must be reissued
at the
the earlier
earlier of: 1)
broker receives
reissued at
1) three
three
days
following
a
"significant
change"
in
loan
terms,
or
2)
three
days
prior
to
closing.
days following a "significant change" in loan terms, or 2) three days prior
The
must be
be separate
separatefrom
from other
other disclosures
disclosures and
and forms,
forms, must
The disclosure
disclosure must
must be
be on
on one
one page,
page, must
must be
be
and must
must contain
contain the
thefollowing
following loan terms:
in plain
plain language
language and

•• The
Theloan
loanamount;
amount;
•• The
interest
("ARM"),
The
interestrate.
rate.IfIfthe
theborrower
borrowerhas
hasapplied
appliedfor
foran
anadjustable
adjustable rate
rate mortgage
mortgage ("ARM"),
the disclosure
disclosure must
must include
include the
the initial
initial rate, the
the fully
fully indexed
rate
and
the
lifetime
indexed rate
lifetime interest
interest
rate
as well
well as
as the
the date
dateon
onwhich
which the
the first
first interest
rate cap, as
interest rate
rate increase
increase may occur;

•• The
and
interest
thethe
case
of of
an an
ARM,
the the
initial
Themonthly
monthlyprincipal
principal
and
interestpayment
paymentor,or,in in
case
ARM,
initial
monthly
monthly payment,
payment, the
the fully
fullyindexed
indexedmonthly
monthlypayment
paymentand
andthe
themaximum
maximummonthly
monthly
payment;
•• The
lender's
The
lender'sloan
loanorigination
originationfees
feesand
andany
any discount
discount points;
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•• Whether
the
Whether
theborrower's
borrower'smonthly
monthlypayment
paymentwill
willinclude
includeescrows
escrowsfor
fortaxes
taxesand
andinsurance;
insurance;

•• Any
fees
charged
Any
fees
chargeddirectly
directlyby
byaabroker
brokerto
to aa borrower;
•• If the
borrower
is is
charged
If the
borrower
chargeda ayield
yieldspread
spreadpremium
premium ("YSP"),
("YSP"),the
the portion
portion of
ofthe
the YSP
YSP that
that is
not
as aa dollar
dollar amount);
not applied
applied to
to other
other loan
loan fees
fees (the
(the YSP
YSP must
must be
be disclosed
disclosed as

•• Whether
the
Whether
theborrower
borrowermight
mightbebecharged
chargedaapre-payment
pre-payment penalty
penalty or fee;
•• Whether
the
Whether
thepayment
paymentschedule
scheduleincludes
includesaa balloon
balloon payment;
payment;

•• Whether
thethe
interest
fees
Whether
interestrate
rateoror
feesare
arehigher
higherbecause
becausethe
theborrower
borrowerhas
haschosen
chosen aa reduced
reduced
documentation
loan;
and
documentation loan; and
•• Whether
the
Whether
theinterest
interestrate
ratehas
hasbeen
been locked.
The Washington DFI
DFI has
has issued
issued two model disclosure forms. The first
first isis designed
designed to be
be used
used for
fixed
and the
the second
secondisisdesigned
designedfor
forARMs.
ARMs. The
The model
model forms are
are available
available from
fixed rate
rate mortgages
mortgages and
the DFI's website.

We
interpreting
andand
implementing
the the
finalfinal
disclosure
We are
are available
available totoassist
assistyou
youwith
with
interpreting
implementing
disclosure
requirements.
For more
more information,
information, please
please contact
contact Michaela
Michaela Albon
Albon at 206-223-7085
or at
requirements. For
206-223-7085 or
at
albonm@lanepowell.com.
Michaela
served
on
Governor
Gregoire's
Homeownership
Security
albonm@lanepowell.com. Michaela served on
Gregoire's Homeownership Security
Task
has extensive
extensive expertise
expertise in
in state
state and
and federal
federal mortgage
mortgage and
and consumer
consumer credit
credit law.
law.
Task Force
Force and
and has

For more information,
information, please
contact the
the Financial
Financial Institutions
Institutions Law
please contact
Law Industry
Industry Team
Team at
at Lane
Powell:
Powell:
206.223.7000 Seattle
206.223.7000
Seattle
503.778.2100
Portland
503.778.2100 Portland
360.754.6001 Olympia
Olympia
360.754.6001
lanepowellpc@lanepowell.com

www.lanepowell.com
colleagues and
andfriends.
friends. It
We provide Financial
FinancialInstitutions
InstitutionsLegal
LegalUpdate
Updateas
as aa service to clients, colleagues
sourceof
of general
generalinformation,
information, not an
an opinion
opinion or legal advice on any specific
is intended to be aa source
doesnot
notcreate
createan
anattorney-client
attorney-clientrelationship
relationshipwith
withour
ourreaders.
readers.IfIf you
you would
would like
like
situation, and does
more
information regarding
more information
regarding whether
whether we
we may
may assist
assist you
you in
in any
any particular
particularmatter,
matter, please
please contact
contact
one of
of our lawyers, using care
care not
not to
to provide
provide us
usany
anyconfidential
confidential information
information until
until we
we have
have
notified
notified you
you ininwriting
writingthat
thatthere
thereare
areno
noconflicts
conflictsofofinterest
interestand
andthat
thatwe
wehave
haveagreed
agreed to
to represent
represent
you on the specific matter that
that is
is the
the subject
subjectof
of your
your inquiry.
inquiry.
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