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Given the stringent disclosure demands of Regulation Z, the
implementing regulation of the Truth in Lending Act, sometimes there FORUMS
is confusion around the tolerances for owner’s title insurance. The
confusion stems from a relatively basic feature of identifying whether
it is required by the lender. That determination is operative to the
effect on tolerances.

TRID continues and expands RESPA’s Regulation X general rule that
the charges actually paid by or imposed on a consumer for certain
settlement services and transfer taxes when the loan is closed may
not exceed the amounts included on the early disclosures, with
several exceptions. Like Regulation X, Regulation Z establishes
tolerance categories limiting the permissible variations between the
estimated amounts and the actual amounts: an unlimited variation
category, a 10% category, and a zero percent category.
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aith (and in compliance with the regulation) if the actual charge does

not exceed the estimated amount by the amount permitted by the
applicable tolerance rule. Under TRID, estimates of fees for owner’s
title insurance may fit into any of the three tolerance categories,
according to the category’s criteria.
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An estimate of a fee for owner’s title insurance for which the consumer
was permitted to shop and which is paid to a provider the creditor did
not identify on its written list of service providers falls within the
unlimited tolerance category. A fee for owner’s title insurance not
required by the creditor falls in the unlimited tolerance category, even
if paid to an affiliate of the creditor.

10% Tolerance

If the creditor requires owner’s title insurance, allows the consumer to
shop, and the provider is not the creditor or an affiliate of the creditor
but is on the written list of settlement service providers, then the fee
falls in the 10% tolerance category. A fee for required owner’s title
insurance not paid to the creditor or an affiliate of the creditor, for
which the consumer is permitted to shop beyond the list of settlement
service providers, as disclosed on the list, falls in the 10% tolerance
category (assuming the aggregate amount of charges does not
exceed the 10% tolerance).

Zero Tolerance

A fee for owner’s title insurance required by the creditor for which the
creditor does not allow the consumer to shop falls in the zero
tolerance category.

All of the tolerance categories assume that the estimates are
consistent with the best information reasonably available to the
creditor at the time of disclosure.

This chart provides a brief outline of how tolerances are affected by
fees:

Tolerance Descriptions
Unlimited Prepaid interest
Property insurance premiums
Amounts escrowed
Charges paid to third-party service providers
selected by the consumer (for which the consumer
was permitted to shop) not on the creditor’s list of
settlement service providers
Charges for third-party services not required by the
creditor (even if paid to affiliates of the creditor)
10% - Recording fees
Aggregat A third-party charge not paid to the creditor or an
e affiliate of the creditor and for which the creditor (a)

permits the consumer to shop, (b) provides a list of
settlement service providers, and (c) includes a
disclosure that the consumer is permitted to shop
(whether the consumer selects the provider from
the list or does not choose the provider; if the
consumer chooses a provider not on the list, then
the fee would fall into the unlimited tolerance
category)

April 2013 (1)
June 2012 (1)
March 2012 (2)
January 2012 (1)

November 2011 (2)
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Zero - All fees that do not fit into either of the preceding
two categories

If a particular fee appears to fit into more than one category, it is
entitled to be placed in the more tolerant category. For example, if
owner’s title insurance is not required, and the consumer is allowed
to shop and selects a third-party provider who is not the creditor or
an affiliate of the creditor, the fee falls in the unlimited tolerance
category whether or not the provider is on the creditor’s written list
of settlement service providers.
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Information contained in this website is not intended to be and is not a source of legal advice. The views expressed are those of the contributing authors and
commentators, as well as news services and websites linked hereto, and do not necessarily reflect the views or policies of any governmental agency, business entity,
organization, or institution. Mortgage Compliance Forum makes no representation concerning and does not guarantee the source, originality, accuracy, completeness, or
reliability of any statement, information, data, finding, interpretation, advice, opinion, or view presented herein.

Mortgage Compliance Forum is a "discussion venue" that is designed to share information about residential mortgage compliance.

The discussions on Mortgage Compliance Forum do not constitute legal advice from or to other Mortgage Compliance Forum members or any other person. Mortgage

Compliance Forum encourages an exchange of information and views, but is not responsible for the information, comments, advertising, products, resources or other
materials of this site, any linked site, or any link contained in a linked site. The inclusion of any link does not imply endorsement. Your use of any linked site is subject to the
terms and conditions applicable to that site. Mortgage Compliance Forum may be used for lawful purposes only. Please do not post content that is obscene, otherwise
objectionable, in violation of federal or state law, or that encourages conduct that could constitute a criminal offense or give rise to civil liability; that discloses any non-
public transactions, business intentions, or other confidential information; and, that infringes the intellectual property, privacy, or other rights of third parties. Material
protected by restricted copyright, use, or other proprietary right may not be uploaded, posted, or otherwise made available to Mortgage Compliance Forum participants
without the permission of the copyright owner, if such permission is required. The Mortgage Compliance Forum administrator reserves the right to remove content at any
time and without notice that is deemed to be inappropriate and/or in violation of comment rules.
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