On January 1, 2010, HUD will require that lenders and morigage brokers provide
constimers with a standard Good Faith Estimate (GFE} that clearly discloses key
Joan terms and closing costs. Closing agents will alse be required to provide
borrowers a new HUD-1 Seltfeinent Statement thaf clearly compares consumers'
final and estimated costs. The following is a list or the new RESPA rules:

1. Good Faith Estimate (GFE} and HUB-1 are required as of 01/61/2010.
A. May be used now

B. GFE is now a siandardized form
1. Page 1 - Sum of reguirec loan
2. Page 2 - Loan sosts - including settfement chargss
3. Page 3 - Categorizes charges into three groups
a. Charges that can not increase
b. Charges that can not increase up o 10% in the aggregale
¢. Charges that can change at closing

€. New HUD-1
1. First page - Generally unchanged
a. If 2 loans, 2 GFE's and 2 HUD-1's
2. Second Page
a. Eliminates commission percentage (Section 708)
h. Adds GFE line numbers for easy comparison
¢. Some fees are bundled {ines 861, 1001, 1101, 1201, and 1301)
d. Section 800 - Loan fees
{1} Lina 801 includes all origination charges except for discount peints
{2 Ling B0Z - discount points (could be a credit)
{3) Line 803 - the sum of lines 801 and 802
{4} Dther charges in section 300 are broken aut and shown in cofumn
ondy If paid fo third parties.
g, Section 1100- Title charges
{1} Ling 1101 - includes all fitls insurance fees for the Borrower
(i) Includes escrow fee per HUD
{2\ Line 1163 - Gwner title premium
(3} Lines 1107 and 1108 - Show the division: of title premium between
underwriter and agent.
f. Seller Credits to Borrower
(1) Charge listed in borrowers column
{2) Cradif to Borrower in same amount on fines 204-209
{3} Charge to seller on fings 508-500
{4) i third-party paying, off setting credit on page 1 of HUD-1,
ideniifying payor
¢. New Page 3 of HUD-1
(1) Comparisen chart and loan terms disciosure
{i.) Lender must provide copy of GFE with clasing instruclions
(ii.) Reference areas of GFE for conSUmer comparison
(it ) Calegorizes tolerances as described on page 3 of GFE
(iv.) Discloses final loar ferms
(2) Three categories of tolerances:
{i.) Zero tolerance - origination fee and lender cosls
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{ii.) 16% combined lolerance - indvidual services required Iy lender,
may increase so long as total charge Incraase remains 10%
{i#i.} Charges that can change, borrower selested setflement services
h. Ten Percert Tolerances -

(1) Settlsment services recommended by lender are subject o 10%
tolarance between GFE and HUD-1
(1.} Title charges are included in this category if lender recormmended

titfe company is chosen by borrower

(?) Tolerance applies fo the sum of alf included charges-individual
charges can change so long as total of charges does not exceed 10%

(3) Lenders will need fee quote from title company when they prepare
the GFE

i. What if the HUD-1 is wrong?

(1) Right 1o cure by Lenders
{1} i charges exceed the folgrance In efthier zero or 10% categories
{if) Lenders have 30 days Io ctre
{ii.) Lender shoutd pay through the tille company so that there Is an

amended HUD-1

(2) Closing agent has 30 days to cure any errors or omissions on HUO-1

{3) Sellar's side only settlement statement does not require Page 3 of
HUD-1 or borrowers Tees

{4) Borrowers sids cnly seftlement statement required only barrewers fees

2. Truth in Lending (TIL) changes
A Federal Reserve Board (FREB) - the July Rule
B. Morlgage Disclosurs Improvement Act (MDIA)
1. Expands FRB’s July Rule:
a. Adds second home loans
b. Adds new seven day waifing perfod before closing
¢. Adds new three day waiting pericd after receipt of re-~disclosure
2. Imposes July 30, 2008, initiation date
3, Initial TIL no [ater than thres business days after application
a. Defines *business day” in 2 ways
{1} General business days
(i) Pracise business days
4. Defines an “application” as the submission of a borrower’s financiaf
information in anficipation of credit decision relating fo a federafly refaled
morigage ioan, which shall include:
a. Borrowers name, monthly income, and socfal security number {to
obtain 2 credif raport);
b. Property address;
¢.. Estimate of the value of the property {if unknown then ask applicant}
d. Morigage Inan ameunt saught
Note: An application may either be in writing or electronically submitied,
including a written record of oral application,
5. Reaffirms July Rule that no fee can be charged until after initial TIL raceipt,
axcept for reascnable credit report fee
6. Provides mailing rule for lenders
7. Re-disclosure raguired if terms ¢hange from initial TIL
a. Three day waiting after receipt before you can close
8. Bona fide emergency provisicn for walving 7 day and/or 3 day wafiing periods.




Completing the New HUD-1 Settlement Statement

The new HUD-1 Settiement Statement (“HUD") is designed 1o comelate closely to the new GFE, allowing borrowers
to see how the estimate seftlement costs disclosed on the GFE compare to the actual setfiement costs charged and
disciosed on the new HUD. While it is customary that setiiemeant agents prepare the final HUD, it Is the morigage
originator's responsibility to ensure that a HUD is given for all transactions covered by RESPA. The morigage
eriginator is also responsible to ensure that the settiement agent has all the information they need {o properly

compiate the document.
Columns

The HUD has two columns on the right hand side of the page, one for charges paid for by the seller and another for
charges paid by the berrower. There is no place to disclose seller paid items on the GFE so they are alf disclosed as
charged to the borrower, In order to make sure that the GFE and the HUD match, those charges will still be shown
as paid for by the borrower in the HUD columns. If those charges are pakd by the seller or another party, those

charges will be offset by a credit to the borrower and a charge to the paying party on page one of the HUD.

B.0.C. tems

Charges that are paid ouiside of closing by any party must be included on the HUD, but they must be marked *P.O.C7
and should not be included in the fotals, P.O.C. #ems should be disclosed ouiside of the columns. The morigage
originator must aiso designate the identity of the party that paid the charge with the parly making the payment baing
identified in parenthesis, such as P.0.C. {seiler). Remember that indirect payments from a lender to a mortgage

hroker cannot be identified as P.0O.C. and must be disclosed on ling 802, as will be shown later.

General Information
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The first section of the GFE is where the general loan information is disclosed. In this area morigage originators will
disclose, the loan type, file numbers, addresses, property locations and seftlement information. Note that the
setflement date disclosed in section 1. should be the settfement date, not the date when a rescission period expires or

a disbursement is made.

Summary of the Borrower's Transagtion

Section J. of the HUD is the Summary of the Borrowar's

‘i Transaction. This section of the document is quite similar io the old

HUD. it contains lines for iflems due from the borrower, items paid in

1! advance by the selter and a total for the gross amount due from the

- harrower. The 200 series has lines for amounts paid on the

- horrowsar's behaff. Notice that in this example the seller has paid for

the borrower’s fransfer taxes, so the credit for the payment is

identified in line 206, This amount offsets the amount charged to the

-1 borrower and decreases the amount the borrower must pay at

' closing. We will see [ater in the article that the transfer tax payment

{is shown as a borrower paid fee on page two. There is & section for

adjustments for

ftems unpaid by the

seller as well as

totals that are

disclosed at the

bottom of the

column,

Summary of the

Selier's Transaction

Section Kis the

4 iy R contains the

“Summary of the Seiler's Transaction.” K

discloses the

amount for the contract sales price, and

previous liens of

reductions in the amount due o the seller from

other closing costs. The adjustments for items unpaid by the seller

are disciosed and itemized, then at the bottom the reductions are

subfracted from the amount due to the seller and the total




amount to be paid to or from the seller is itemized. Please note that the amount the seller paid for the borrower’s
transfer taxes is disclosed on line 507 in this example and this amount is a reduciion fo the amount due to the selier.

This along with the credit in the 200 series is how seller paid fees are reconciled on the new HUD.

Page Two — Seitlement Charges, Real Estate Broker Fees

*Section L” starts the disclosure of the settlement charges. The 700 series of lines is for disclosure of the real estate
broker feas. Line 700 is for the disclosure of the total real estate broker fees. 701 and 702 ars to show the division of
the commission paid to each agent where there are two or more real estate brokers. The amount of the commission

paid at setilement is disciosed on line 703 and any cther charges are disclosed on subsequent fines.

ltems Payabée in Cunnectron with Loan

The 800 series is for disclosing the fiems payable in connection with the loan. Line 801 is where the origination
charge is disclosed. This is the charge that was disclosed on the GFE in block 1. This charge cannot change
hetween the GFE and the HUD. This charge is the total of all charges racsived by the loan ongsnaior except for any
charge for the interest rate chosen {points). Previously origination charges such as process;ng or administration fees
were disciosed on the HUD, but now they must alf be grouped on fine 801, Line 802 is used to disclose the credit or
charge for the interest rale chosen. A charge would appear on this line if poirts are being charged, a credit would
appear i a yield spread premium is being charged by a mortgage broker. The surmn of lines 801 and 802 is disclosed
on line 803 and labeled as the adjusted origination charge. None of these charges may change from the amounts
disclosed on the GFE. Lines 804 through 808 and additional lines in the 800 serfes are used to disclose required

services selected by the lender. These fees are subject to the overali 10% folerance.

#ems Required by Lender fo be Paid in Advance




The 900 series is for items that are required by the lender to be paid in advance, but are not paid to the lender. Dally
interest is disclosed on line 901, this is an amount that can change from what was disclosed on the GFE. 802 is for
disclosing the mortgage insurance premium, this is a fee that is subject to the 10% overall tolerance. The
Homeowner's insurance is disclosed on ne 903, this amount is not subject to tolerance. The additiona] iines are
sted o record additional items requirad by the lender including fiood or other types of insurance. As you can sse the
detail breakdown for sach of the charges is given outside of the columns and the fotals ars listed in the columns in

the borrower's column.

Resarves Deposited with Lender

The 1000 series is for disclosing the escra\;v #ems asscciated with the lean. These are items that will be held in the
escrow aceount for the future payment of obligations, such as taxes and insurance, as they come due. Line 1001 s
where the total amouni will be listed and this amoun? must be fisted inside the columns, This amount is the sum of all
the items listed cutside the columns. The remalning lines shows the iternized breakdown of the escrow charges with

the amounts for each charge disclosed outside the columns. The total initial escrow deposit should correlate with

GFE box 8, bul there is no tolerance requiremerit.

Title Charges
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The 1100 series covers title charges. These are charges from closing agents and sttormneys as well as any charges
associated with title. Line 1101 is for the Hitle services and lender's tifle insurance, this amount must be listed in the
columns. Line 1102 is for the settlement or closing fee. Line 1103 is for the owners iitle Insurance and must be listed
inside the columns. Line 1104 is for the lender's title insurance. Lines 1105 and 1108 are for disclosure of the
Lender's and Owner's title policy fimits, these are informational disclosures only and are not included in the totals.
Lines 1107 and 1108 are for disclosure of the Agenf's and Underwriter's portion of the fitle insurance premium.
These fitle services and fitle insurance could either fall into a 10% overall folerance, if the bormower selected a

provider from the lender's list, or a {olerance would not apply if the borrower selected a provider that was not

recommended by the lender.

Government Recording and Transfer Charges

The 1200 series discloses the government recording and transfer charges. Line 1201 is the total government
recording charges and must be disclosed inside the columns. Line 1202 discloses the itemized recording charges
cutside the columns. The government recording charges are subject to the 10% overall tolerance level. The amount
of the transfer taxes is disclosed in line 1203, Lines 1204 and 1205 are for disclosad in the local and state transfer
taxes and stamps. These amounts are disclosed outside of the columns. The amounts for the transfer taxes are
subject fo the zero telerance levels. The remaining fines in the 1200 sedes are for disclosing any third party charges

for government recording charges and transfer taxes and must be listed outsids ihe columns.

Additional Settlement Charges ant Totals
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The 1300 series is or disclosing the required services for which the borrower was able o shop. Line 1301 would
show the fotal of the ftemized charges that are disclosed ouiside the columns on the subsequent fines. Generally
fees such as survey, pest inspecfion or other types of inspections would be included in this series. These lines may

also ba usad to disclose iems that would not be includad in another spacific category, these amounts must be listed




in either the borrower's or the seller's column. Tolerances are not applicable for required services that the borrower
can shop for. Line 1400 states the fotals settlement charges due from the borrower and seller calculated by adding

the amounis within each column.




Page 3 of the HUD-1 Settlement Statement

The third page of the HUD-1/A Setflement Statement ("HUD) contains the comparisons of fees disclosed on the GFE
and the HUD and a restatement of the loan terms which were first disclosed on page one of the GFE. The most

important sections on this page are those that deal with the new iolerance levels for fees.

The first category is the zero tolerance category or those fees that cannot increase af seftfement. These fees
include the joan origination fee from line 801, the charge or credit for the interest rate chosen (YSP and points} from
line B0Z and the transfer taxes from line 1203. The second category is the 10% folerance category or the fees that in
total can increase up 1o 10% at seftlement. These are required services that the lender sefects or required services
where the borrower chose a provider from the lender’s approved providers fist. Government recording charges siso
fit into the 10% folerance category. The final fee category contains fees that can change at sefilement. These fees
include lender required services whare the borrower selected a provider that was not on the lenders preferred

provider fist, the inifial deposit for the escrow account and the homecwner's insurance.

As you can see the first category of zero tolerance fees is included with spacific references to the HUD line numbers
and then the fee disclosed on the GFE and the actual fee charged and disclosed on the HUD. The fee charged on

the HUD cannot increase over the fee disclosed on the GFE.

The second or 10% categery includes the government recording charges, the raquired services selscted by the
lender and any other fees where the borrower selected their own provider that was not on the lenders approved
provider list. The fee is described with a reference {o its corresponding HUD number, the amount disclosed on the
GEE is disciosed and the aclual fee charged at setlement is inserted into the final column. The charges are totaled

and if the charges increase by more than 10% the lender is out of folerance.
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if any of the charges are oulside of tolerance the lender must reimburse the borrower for the amount necessary fo
bring the charges back o tolerance. For the 10% category the lender may issue a credit and have it reflected on
page one of the HUD. If the {clerance violation is related to a zero tolerance fee, then the lender should issue an
offsetting credit on an open fee fing in the numerical serfes and mark it as pald oulside of closing by lender. Alender

may also choose o issue a check to the borrower within 30 days following settlement.

The third section of the comparison section discloses the charges that can change. These charges includs the
inifial deposit for the escrow account, dally interest charges, homeownear's insurance and other services where the

horrower selected a service provider that was not on the lenders provider list.

The services are described along with corresponding references to the HUD lines. The GFE amounts are disclosed

along with the HUD amounts in the far left column. Remember, that the tolerances do not apply for this section, so it

is only for the borrower's information.

The last section on the HUD is a restatement of the loan torms that were previously disclosed on the first page of

the GFE.




HUD insired loan CLOSING GOSTS and OTHER FERS |
Inforsmation updated as of March 27, 2006 Altowabit t&

HUD Homeowrershlp Centar Reference Guide Link

;. hitp:/Avww hud goviofficesihsafsiirefsfn2-15.cfm
B 700 TOTAL SALES/BROKER'S COMMISSION BASED ON PRICE $
Buyer-Broker Fees {Real Estats) ] Yes 1 Yes ]
HE Broker AdminfProcessing/Transacion Fee, aic, Yes

JTEMS PAYABLE IN CONNECTION WITH LOAN:

Eirgrtite fo be :
inciuded In 2% § Impacts Yy . B
investment APRT . : :
{Can Finance)

Loan {ingination Fee {Maximiim of 1% allowed) Yes Yes - Yes  JCaiculatad on Dase boah amoust without UFMIP
Loan Onginaiion - Supplemental (For 283(k) anly) Yes Yes Yes  [203k only, % 12 % Caiculalad base on cost of rahab

Greater of $350) or 2,5% of the cost of tha improvement project, [

Loan Qrginaiion « Supplenwntal (Streamine 203(k)) Yos .Y/gi\ Yes Wnich evar 15 nreater, aot o sars,
Loan Discount Yes \Ho / Yes__ [Calculoted on Ioan amount vl UFMIP
Loan Discoun! (Refinances) Yoy Y85 Yes iR ke d paints aliowed - Refinances anly
Apzrasal Fea Yes Yeas o
Credit Reporl Yeas Yes ho
Lentiers Inspeclion Fes Yor Yes Yes
Mortgage Rroker Fea Yes Py ey
Tax Service Fes Np { Wo } Yes
Processing Fag Yes e Yes
Underwriling Fea Yes ¥es Yo
Wire Feg Yes Yes Yas
Admmnisteation {Admin} Fea Yas Yas Yas
Fiood Ceriffication Yas Yes No
Lander Ciosing Fea Yes Yes Yoz
Funiding Fes Yes Yes Yas
Couriar Fee £ Exprass Mail Fee Yes Yas Yes
Deposit & Employmant Verihsalion Feas Yes Yeas 85
Comittnant Fes [ Lockin Fes - « “Yes Yes s
Application Fee Yes Vet Yas
hdongage: Cragil Gerlificate (MCL) Yes Yos es
MERS {Morigage Elacironic Registralion Sysiem) Yes Yes Yes
= Amorization Scheduls Fea Yes Yes Yas
i Documantation Prepasgtion Yes Yes Yez
Re-Draw Fag Yes Yes Yas
Repair Esciow Fag Y;s Yas ' Yes *i_:ea 1o set tp bnd adminisier ascrow.
.. Allomey Feas {Lesder) Yeas5 Yes Yes
T\Pairiot Act Fea Yes Yes Yes  {Verily C i & source of funds with Palriol Act
_Earicipalion Feo (Tetas Vel Land Board Prograrn) Yes Yes Yes
900 HEMS REQUIRED BY LENDER TO BE PAID IN ADVANCE:
g - Prepaid Inlerest (365 day dasis) Yes No Tes
Horigage instrance Pramium Yos Ng Yes

Hezaxl instirance Premium Yes No No

1006 RESERVES DEPOSITED WITH LENDER:
Hazan inmrance Pramium L Yag No No
Worgags nsumnce Yos Na Yes Mo MIP resensa reguired 1o be deposited wilh iander
Taxes & Assesmment, Yeos Ha Ko
Fiood Insurance Yes No Np
HOA Dugs Yes ko Na
1106 TITLE CHARGES:
Selllemant / Closing or Escraw Fae; Yas Yes Yog
Abstract or Tifle Search Yes Yes Mo
Tille Exarninalion Yes Yoy Mo
Dacument Preparalion Fes Yes Yes No
Nolary Fees Yes Yo NG
Cournier Fae 7 Expi iall Fea Yes Yoz Yas
Allomay Fees Yes Yes No
Ttle Insirance? Yes Y Es No
Tax Serlificales Yes Yes No
Clasing or Selth 1 2 i Yes Yes e
Closing Sanvice Leliar Feg Yes Yes ho
Name Search Fes Yes Yes Ne
1200 GCOVERMMENT RECORDING & TRANSFER CHARGES:
Recording Fees Yas Yes Na
Assignmenl Racording Fee Yes Yes Ne
ChyiCounty Tax/Stamps: Yes Yas No
Stale TaxfStamps Yes Yas No
Doctimant Stamp an Dazd Yas Yes Ne
Mortaage Repisivation Tax Tes Yes No _ JARA, ible Tax an Mortgags.
Transier Tax Yes Yes Mo
Seles Tax (Tdle and Escrow) Yi Yty No
1300 ADDITIONA) SETTLEMENT CHARGES:
Siavey Yos Yes No
Pest Inspection Yes Yes No
Well and/or Seplic Inspaction Fea Yas Yes No
Fome inspaclion Service Fee Yas Yas No
Radon Gas Testing Fee Yes Yag No
Enginser Foundation Ceriication Yes Yas No
Enetey Rabing Report Feo Yas Yes Ko
HOA Traisfer Foe Yes Yas No
Morigage Cradit Carfificate (MGG Yes Yes Yes

HIMPORTANT NQTE; Lender may charge and coliect from borrowers those customary and reasonable costs necessary te close the morigage
Bsubject to imitation and rastrictions as per Mortgagee Letter 2006-04 and that comply with Federal and State disclosure iaws and other
Napplicable iaws and regulations. EHA will not afiow “mark-ups,” i.e., charoing a fee 1o the morigagor for an amount greater than that ch
R morioades by the service brovider: only the actual cost for the service may be charaed the morigaoar.
l Morigagee |atier 2008-07 clarifies ihat the rescission of paragraph 5-2 of handbeck HUD 4000.2 REV-3 announced in Mortgages Eatter 2006~
G4 applies fo FHARsured forward morigages only and not FHA-insured Home Equity Conversion Morigages (HECM).
Mortgage Letters are available at http [iwww.hud, gwfafﬁceslhsgimlmnenu cfim
Chargas and Fses mpa:llng aPRsubjecl to Trulh in L.enﬁng Act {TJLA). Title of the: Cunsumar Credli Pm:ecimnm antd shnuld ba verifiad by lagal counsel,
While atlermpling lo provide your with the 4 ion regarding alowable charges and feas it is yaur respoasitilily lo ensure you ara in complancs with HUO
requirements. Refer lo "Closing Cosls and Other Faas hiipsifweww hut govioiBeashs gisiuralfsthp2-1E.cim
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