Changes to construction holdback/unfunded loan amount

We have adjusted our system to allow for disclosure of the construction holdback in Section H as a fee, rather than in
the Payoffs and Payments/Summaries of Transaction.

How do I do this?

On the order form, there will be a question under the fields used to calculate the unfunded loan amount/holdback.

Answering “NO” will put the holdback in the Payoffs and Payments/Summaries of Transaction as a line item labeled
“Unfunded Loan Amount.”

This will put the holdback in the “Payoffs and Payments” portion of the cash to close.

Answering “YES” will inject a fee into Section H labeled “Unfunded Loan Amount.”

This will put the payoff into the “Total Closing Costs (J)” portion of the cash to close.

What authority do you have to do this?

In March, the CFPB did a webinar that talked about section 1026.37(g)(4) and how it pertained to the disclose of the
holdback as an itemized cost for the balance of the construction costs. We can include this fee in Section H because it is
a fee that is a contract with another person other than the creditor for construction.
1026.37(g)(4):
(4) Other. Under the subheading “Other,” an itemization of any other amounts in connection with the transaction
that the consumer is likely to pay or has contracted with a person other than the creditor or loan originator
to pay at closing and of which the creditor is aware at the time of issuing the Loan Estimate, a descriptive label
of each such amount, and the subtotal of all such amounts.
(i) For any item that is a component of title insurance, the introductory description “Title –” shall appear at
the beginning of the label for that item.
(ii) The parenthetical description “(optional)” shall appear at the end of the label for items disclosing any
premiums paid for separate insurance, warranty, guarantee, or event-coverage products.
(iii) The number of items disclosed under this paragraph (g)(4) shall not exceed five.

