RESPA
The new rules and how they will
affect us




Reasoning behind the RESPA
changes

 Help consumers shop for the best loan

e Use a standard format to allow consumers
to compare lenders (apples to apples)

 Comparisons may lead to competition and
lower prices




Effective Date of Final Rule

e Some reguirements became effective
January 16, 2009 (e.g. average charge
pricing). However the new Good Faith
Estimate (GFE) and HUD-1 are not
required to be used by lenders until
1/1/2010




Positive aspects of final RESPA
rules: Title perspective

* No closing script

 Owner’s title insurance is no longer listed
as “optional”

e Shorter GFE

 Added a 30 day right to cure




GFE Page 1

Page 1 is merely a summary of the loan
terms and charges.




Block A of the GFE

Your Adjusted Origination Charges

1. Our origination charge
This charge is for getting this loan for you.

2. Your credit or charge (points) for the specific interest rate chosen

[ ] The credit or charge for the interest rate of | % is included in
"Quwr origination charge.” (See item 1 above.)

[ ] Youreceiveacreditof $_________ | for this interest rate of[__| %.

This credit reduces your settlement charges.

[ ] Youpayachargeof $____ |forthis interestrate of [ |%.

This charge (points) increases your total settlement charges.

The tradeoff table on page 3 shows that you can change your total
settlement charges by choosing a different interest rate for this loan.

Your Adjusted Origination Charges




Block B of the GFE even includes owner’s title insurance (normally a seller’s
charge) to be quoted. Block 4 includes all “bundled” title charges including
lender’s title policy premium, closing fee, e-mail doc fee, overnight and wiring
fees, etc....

Your Charges for All Other Settlement Services

3. Required services that we select
These charges are for services we require to complete your settlement.
We will choose the providers of these senvices.

Service Charge

4, Title services and lender’s title insurance
This charge includes the services of a title or settlement agent, for
example, and title insurance to protect the lender, if required.

5. Owner's title insurance
You may purchase an owner's title insurance policy to protect your interest
in the property.

. Required services that you can shop for
These charges are for other services that are required to complete your
settlement. We can identify providers of these services or you can shop
for them yourself. Our estimates for providing these services are below.

Service Charge

. Government recording charges
These charges are for state and local fees to record your loan and
title documents.




A continuation of Block B of the GFE. Includes transfer taxes, although typically
a seller’'s charge (but may, according to the 11/17/09 FAQs, no longer be
mandated to be disclosed on the GFE).

7. Government recording charges
These charges are for state and local fees to record your loan and
title documentis.

8. Transfer taxes
These charges are for state and local fees on mortgages and home sales.

9. Initial deposit for your escrow account
This charge is held in an escrow account to pay future recurring charges
on your property and includes [ ] all property taxes, [ | all insurance,
and other | |

10. Daily interest charges
This charge is for the daily interest on your loan from the day of your
settlement until the first day of the next month or the first day of your
normal mortgage payment cycle. This amount is E;Ij per day
for [ claya%if your settlernent is | )

11. Homeowner's insurance

This charge is for the insurance you must buy for the property to protect
from a loss, such as fire.

Policy Charge

Your Charges for All Other Settlement Services || b3

+ B Total Estimated Settlement Charges |$

] ‘H ' Good Faith Estimate (HUD-GFE) Z



Page 3 of the GFE sets forth the tolerance buckets with which a lender must
comply. The first is the “zero tolerance” bucket; the 2" js the “10% tolerance”
bucket and the 3 is the “unlimited” tolerance bucket.

Instructions

Understanding This GFE estimates your settlement charges. At your settlement, you will receive a HUD-1, a form that lists your

which charges
can change at
settlement

Thesa charges

cannot increase
at settlement:

The total of thesa charges
can increase up to 10%
at settlemnent:

actual costs. Compare the charges on the HUD-1 with the charges on this GFE. Charges can change if you select your
own provider and do not use the companies we identify. (See below for details.)

These charges
can change
at settlement:

» Our origination charge

s Your credit or charge (ﬁmint*;] for the
spacific interest rate chosen (after
you lock in your interest rate)

s Your adjusted origination charges
(after you lock in your interest rate)

s Transfer taxes

s Required services that we salect

» Title services and lender’s title
insurance {if we select them or
you use companies we identify)

s Owner’s title insurance (if you use
companies we identify)

 Required services that you can
shop for (if you use companies we

identify)

s Government recording charges

» Required services that you can shop
for (if you do not use companies we
identiy)

u Title services and lender® title

insurance (if you do not use
companies we identify)

s Owner's title insurance (if you do not
use companics we r'de-ni'igj

u Initial deposit for your escrow
account

u Daily interest charges

s Homeowner'’s insurance




The middle portion of the 3 page of the GFE is a tradeoff table showing fees
associated with lower settlement charges and a higher interest rate or a lower
Interest rate and higher settlement charges.

In thiz GFE, we offered you this loan with a particular interest rate and estimated settlement charges. However:

s If you want to choose this same loan with lower settlement charges, then you will have a higher interest rate.
s [f you want to choose this same loan with a lower interest rate, then you will have higher settlement charges.

i you would like to choose an available option, you must ask us for a new GFE.

Loan originators have the option to complete this table. Please ask for additional information if the table is not completed.

Your initial loan amount $ $ %

Your initial interest rate’ % % %

Your initial monthly amount owed 4 .3 $

Change in the monthly amount owed from Mo change You will pay $ You will pay $

this GFE more avery month less every month

Change in the amount you will pay at Mo change Your settlement charges| Your settlement

sattlement with this interest rate will be reduced by charges will increase by
$ $

How much your total estimated settlement $ 4 %

charges will be

' For an adjustable rate loan, the comparisons above are for the initial interest rate before adjustments are made.




The bottom portion of page 3 of the GFE is the shopping chart that allows
consumers to place the fees and terms of each lender side by side to do a
comparison of the lenders and choose which lender they want for their loan.

Use this chart to compare GFEs from different loan originators. Fill in|the information by using a different calumn
for each GFE you receive. By comparing loan offers, you can shop for the best loan.

Loan originator name

Initial loan amount

Loan term

Initial interest rate

Initial monthly amount owed

Rate lock period
Can interest rate risa?

Can loan balance rise?

Can monthly amount owed risa?

Prepayment penalty?

Balloon payment?

Total Estimated Settlement Charges

Some lenders may sell your loan after settlement. Any fees lenders receive in the future cannot change the loan
you receive or the charges you paid at settlement.

Good Faith Estimate (HUD-GFE) 3



Commission fees on the HUD-1 have changed in that no longer can a percentage be
shown; the actual commission amount disbursed at closing has to be listed in the column
and if a broker is holding an earnest money deposit, it has to be reflected as set forth
below

Page 2- Settlement Charges

L. Settlement Gharges

700. Total Real Estate Broher Fees Faid Fratn Faid Fratn
..... Division of Cornrission (ine F00 as followss: | Bomowers aelers
701, $4.000.00 to Caste Reathy Funids Funids
e wpompceerese. . 0000000000 oekement | Seflenen
|?I]3. Commizzion paid at Sellement $ 00000
|T‘I]4. (Mite: $2,000.00 PO held bry Caslie Reatty)




The 800-1000 series are the fees associated with the loan. You will note that
the HUD-1 shows exactly from which GFE line item the fee is taken.

lems Pavable In Connection Wilh Loan

A01. Qur ofigination charge $3,000.00 [frotn GFE #1)
G02. Your credit or charge (pointz) for the speciic interest rate chosen (§1,000000 (o GFE#2]
a3, Your adjusted ongination charges [from GFE 4] 2 000.00
a4 Inpraisal EeefoGoolilipreizali o e [from GFE#3) fas0.00
ally. Credt Reportto Dopey Creditservices | [fom GFE#3] $10.40
ok, Tax zervice D [fromn GFE &3)
a7, Flood cerification [frotn GFE &3
lems Required By Lender To Be Paid In Adwnie
3071, Daily interest charges from 102142009t 10412008 @ 10 0000yt | [fom GFE #10] $100.00
A02. Motyage Insurance Pretaen [rom GFE#3]
4003, Hormeowmner's insurance [from GFE #11]
1000, Reserves Deposited With Lender
1001 Initial depositfor waur escrow account [from GFE #4)
1002, Homeowner's insurance morthe @ pereonth .
1003, Motyage insurance marnths @ per motth
1004, Property taxes monthe @@ 5 per morth




The 1100 series sets forth title charges. 1101 is a “bundling” of all title fees including
lender’s title premium, loan endorsement fees, closing fee, e-mail fee, notary fee, search
fee, overnight fee, wiring fee, etc... Owner’s title insurance is a buyer’s charge since it is
disclosed on the GFE. The underwriter and agent portion of the title premium is set forth.
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Transfer taxes are on the borrower’s side if disclosed on the GFE.

1200, Govermment Recording and Transfer Charges

1201 . Govemenent recarding charges [fromn GFE &F) $71.00
1202, Deed $15.00  Modyage $56.00 Releazes §
1203. Transferfaxes [from GFE #4) $1 58110

1206, fo

1305, Ovemightfes to Comporate Tlle Lgency F12.00
1306, Seller's attormey's fees to Jelinek, Bila & Snakes, PLLC Fa0.00

1400. Total Setdement Charges (enter on line 103, Section J and 302, Secion K) $4, 760,23 6, 157.00




Charges to the buyer which were the seller’s responsibility are handled as a debit to
seller/credit to purchaser on page 1 of the HUD-1.




Page 3 of the HUD-1 is new. It sets forth the comparison of the GFE figures
and figures on the HUD-1 to ensure the Lender has not violated any tolerances.



Frequently Asked Questions
(FAQS)

2977




Section 4 and 5 — Right to cure and tolerance violat __ions
Q: If there Is an Inadvertent or technical error on the HUD-1, is this

considered a violation of Section 4 of RESPA?

A:. As long as a revised HUD-1 is provided to all parties within 30 calendar

days after settlement, it would not be considered a violation of RESPA
Section 4.

Q: Who is responsible for any tolerance violation?
A: The lender is responsible for curing tolerance violations.

Q: Does the settlement agent have to stop the closi  ng if a tolerance would
be violated?

A: No, the settlement agent does not need to stop the closing. While HUD
recommends that the lender cure the tolerance violation at closing, the
lender has 30 calendar days to cure.

Q: If a charge on the HUD-1 is less than the charge  on the GFE, is this a
tolerance violation?

A: No. It is permissible for charges to the borrower to decrease. This is not
considered a violation.



Q: How is a potential tolerance violation that is
corrected by the lender shown on the HUD-17

A: The settlement agent must prepare a revised HUD- 1
that states the actual charges paid by the borrower
and seller. If the lender pays for a portionofac  harge
to cure a potential tolerance violation, the amount S
for the charge shown on pages 2 and 3 of the HUD-1
must be corrected to show the actual amount
charged to the borrower. The settlement agent
should include on a blank line in the applicable
series a notation that the lender has made a P.O.C.
payment of a specified amount to correct a potentia I
tolerance violation. After the revised HUD-1 has be en
prepared by the settlement agent, the settlement
agent must provide the revised HUD-1 to the
borrower, the lender, and the seller as appropriate



The example below illustrates how a cure for
$200.00 of transfer tax charges should be listed:




Summary from title perspective

 Although things may look different on the
HUD-1, the net result of the transaction Is
the same.

e Communication between the lender and
the title company Is key.

e http://www.hud.gov/offices/hsg/ramh/res/re
spa_hm.cfm




