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Agenda

Review new RESPA policies
Review new GFE form

Review new HUD-1 Settlement Statement
Discuss Doc Prep challenges of new rules
Answering your Questions



Why RESPA Reform?

Complaints to HUD led to RESPA reform with
three broad objectives:

* Disclosure
* Transparency
e Comparison shopping

e Originally enacted in 1974, RESPA has
undergone a number of reforms and there
have been even more calls for reform that
have gone unanswered, until now...



Effects

 These new rules will change the way the entire
mortgage industry does business

* The new rules create new requirements and
responsibilities and industry participants must
be adequately trained

e Aggressive enforcement and litigation risks
may make doing business even more onerous

 You CANNOT afford to be unprepared



Changes Implemented January 1, 2010

 New definition of an application

e Alignment of up front fee collections with
MDIA and Regulation Z (TILA Disclosure)

e New Good Faith Estimate (GFE) form

e Constraints on fee changes

e Written list of providers to choose from
e New HUD-1 Settlement Statement



e |If you have collected six
key pieces of information

New Definition of Application

you have taken an
application:

Borrower’s Name
Borrower’s Date of Birth
Subject Property Address

Borrower’s Gross Monthly
income

Borrower’s Social Security
Number

Estimated value of property

e Lender may require
other information
e Application triggers GFE

e Must be disclosed within
three business days



MDIA Up Front Fees

According to new Mortgage Disclosure
Improvement Act (MDIA), no up front fees can
be collected until three business days have
passed since mailing the GFE to the borrower

e With the exclusion of a reasonable fee to obtain a
credit report and counseling fee



New Good Faith Estimate

GFE is now three pages long
e Purpose is to simplify charges for borrower

e Easily compare loans allowing borrower to “shop
around”

Page one is the summary of loan terms and
settlement charges

Page two is adjusted origination charges and
detailed settlement charges

Page three is instructions, tradeoff table and
shopping chart



Page One

Mame of Originater Borrower
Criginator Property
Address Bddress

Originater Phone Murmber

e Identify the Transaction

Orriginatar Email

* Purpose and Shopping for Your Loan

Purpose

Shopping for
your loan

Important dates

* |Important Dates

This GFE gives you an estimate of your settlement charges and loan terms if you are approved for
this loan. For more information, see HUD's Special Information Booklet on settlement charges, your
Truth-in-Lending Disclosures, and other consumer information at www.hud.gov/respa. If you decide
you would like to proceed with this loan, contact us.

Only you can shop for the best loan for you. Compare this GFE with other loan offers, so you can find
the best loan. Use the shopping chart on page 3 to compare all the offers you receive.

1. The interest rate for this GFE is available through | |. After this time, the
interest rate, some of your loan Origination Charges, and the monthly payment shown below can
change until you lock your interest rate.

2. This estimate for all other settlement charges is available through | |.

3. After you lock your interest rate, you must go to settlement within |:| days (your rate lock period)
to receive the locked interest rate.

4. You must lock the interest rate at Ieas.tl:l days before settlerment.




Page One: Summary Information

Summary of
your loan

Summary of Your Loan
e Addresses basics of the loan,
intended to help consumers
llshop”
Escrow Account Information
* Indicates whether an escrow
account is included as part of
the loan
Summary of Settlement

Charges (from Page 2)

Escrow account
information

Summary of your
settlement charges

Your initial loan amount is
Your loan term is
Your initial interest rate is

Your initial monthly amount owed for principal,
interest, and any mortgage insurance is

Can your interest rate rise?

Even if you make payments on time, can your
loan balance rise?

Even if you make payments on time, can your
rmonthly amount owed for principal, interest,
and any mortgage insurance rise?

Does your loan have a prepayment penalty?

Does your loan have a balloon payment?

£
years
%
b per month
L[] Mo L] Yes, it can rise to a maximum of %.

The first change will be in

[ ] No|[] Yes, it can rise to a maximum of $

[ ] Mo [] Yes, the first increase can be in
and the monthly amount owed can
rise to § . The maximum it
can ever risetois §

L[] Mo [] Yes, your maximum prepayment
penalty is §

L] Ne [ Yes, you have a balloon payment of
-3 due in years.

Some lenders require an escrow account to hold funds for paying property taxes or other property-
related charges in addition to your monthly amount owed of § &l
Do we require you to have an escrow account for your loan?

[] Mo, you da not have an escrow account. You must pay these charges directly when due.
[] Yes, you have an escrow account. It may or may not cover all of these charges. Ask us.

Your Adjusted Origination Charges (See page 2.) %

A
B

Your Charges for All Other Settlement Services (See page 2

N+ B

Total Estimated Settlement Charges ‘ $




Page Two: Adjusted Origination Charges

Understanding Your Adjusted Origination Charges

your estimated 1. Qur origination charge
settlement charges 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 1% is included in
"Our origination charge.” (See item 1 above.)

[] Youreceive acreditof$[_______ | for this interest rate of [ | %.

This credit reduces your settlement charges.

[] Youpayacharge of L Jforthisinterestrate 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.

n Your Adjusted Origination Charges $

Your Adjusted Origination Charges

*Block 1- Our Origination Charge
e Contains all lender or lender and broker origination points,
processing fees, documentation fees and administrative
fees.

*Block 2 - Your Credit or Charge for the Specific Interest Rate
* Only one box can be checked




Your Charges for All Other Settlament Services

3. Required serdces that we select
Thes= charges are for sarvices we require to complete your settlement.
‘We will choose the providers of these services.
Service Charge

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

5. Chwner's title insurance
Wou may purchiase an ownear's title insurance policy to protect your interast
in the property.

4. Required serdces that you can shop for
Thass ¢ har;es zre for ather services that are required to complete your
settlerment. We can identify providars of thess services or you can shop
for them yourself, Dur estimates for providing thess services are below.
Service Charge

7. Gowvernment recording charges
Thase charges are for state and local f2es to record your loan and
title decurments.

8. Transfertaxes
These charges are for state and local fess on mortgages and home sales.

2. Initial deposit for your escrow account
This charge iz heldin an escrow account to pay future recuring charges
on your property and includes [ all property taxes, [ all insurance,
and [] atherl ]

10. Daily imterest charges
This charge is for the d.ai]jl interest on your loan frorm the day of 4
s=ttlernent until the first day of the next month or the first day of your
normal mortgage payment cycle. This amount is 3 per da}'
for [ 1days (if vour settlernent is[ 1.

11.Homeowners insurance .
This charge is for the insurance you must buy for the property to protect o Thlrd pa rty Settlement Charges
frarm a loss, such as fire.
Palicy Charge

B || Your Charges for all Other Ssttlement Serdces |

s dl =l Total Estimated Settlement Charges |l>




Fee Tolerance

Instructions

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

which charges 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.)

can change at

Thasa chargas The total of thess chargas Thesa chargas

settlement cannot increase can increase up to 10% can change
at settlament at settlarment at settlemant:
s Our origination charge s Requirad services that we selact s Required services that you can shop
_ , fn:::rt}.‘f",.fﬂu do not use companies we
+ Your et o chrge i o e | T e ndlondrete | ordh |
you lock in your interest rate) :I.,T:,SUL.ILigccéﬂf:ig:;iﬁi;rﬁggr%;] s Title services and lender’s title
. N _ ' ! insurance (if you do not use
= Your adjusted erngination charges s Owner’s title insurance (if you use companies we identify)
{after you lodk in your interast rate) companies we identify) :
: ’ s Owner's title insurance (if you do not
= Transfer taxes » Required services that you can use companies we .‘-::l'entr'f::J
shop for (if you use companies we " i D
identify) a Initial deposit for your escrow

account

s Governmant recording charges .
a Daily interest charges

s Homeowners insurance




Usina the

In this GFE. we offered you this loan with a partic ul.ar interest rate and estimated settlement charges. Howaver:
I

—t
—_
[t

*Tradeoff Table compares loan on this GFE with other types
*Shopping chart allows borrower to compare this GFE with ones from

other lenders

Using the
shopping chart

If your loan is
sold in the future

v L e ] e T T ”
Your initial interest rate’ % g
Your initial menthly amount cwed £ § E

Change in the monthly ameount cwed from
this GFE

Mo changs

Youwill pay $
mera evary month

You will pay 3
less every month

Changs in the amount you will pay at
settlement with this interast rate

Mo changs

Your settlement charges
will ke reduced by

$

four settlermeant
charges will increase by
£

Heow much your total estimated settlemant

charges will be

§

E

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

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

Loan eriginator narme

This loan

Loan 2

Loan 3

Loan 4

Initial loan amount

Loan term

Initial interest rate

Initial monthly amount cwed

Rate lock pericd

Can interast rate risa?

Can loan balance risa?

Can monthly amount owed risa?

Frepaymeant penalty?

Balloon paymeant?

Total Estimated Setement 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.




Constraints on Fee Changes

GFE must state how long fees will be honored

All other settlement charges must be available
for 10 business days after GFE was generated

The borrower cannot be guaranteed the fees on
the GFE if they do not express an interest in
continuing with the loan within 10 days

If borrower does continue with the loan within
10 days, fees and tolerances cannot be changed

e Unless “Changed Circumstances” occur



“Changed Circumstances” Include

Act of God, war, disaster, or other emergency

Info found to be inaccurate after GFE provided
* Final underwriting approved value
* Changes to principal limit
New info particular to the borrower or loan that was not relied upon in
providing the GFE
e additional liens on property
Other info acquired after providing the GFE
* boundary disputes
* the need for flood insurance
e unreleased liens
* hazardous materials abatement

“Changed Circumstances” warrant a change in fees and a new GFE must be
disclosed within 3 business days



New HUD-1
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T00. Totsl Real Estate Broker Fees Pald From Paid From
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Doc Prep Programming

e The aggregation concept and its impact on
doc prep interface programming

e Lump sum categories (lines 801, 1101, 1301)

e Moveable fees (e.g., survey) that can appear
in different categories depending on who
requires the service



New Companion Documents

e The “initial fees worksheet”

e Contains additional information not included in
the new GFE (e.g., cash to close)

e Remarkably similar to the old GFE
e Permitted, but worksheets are not a

substitute for a GFE and should not be
confused with one



New Companion Documents

e The “disbursements page”

e Contains detail not shown on new HUD-1 (e.g.,
doc prep fee)

e Allows settlement agent to know breakdown of
aggregated fees for disbursement purposes

e An addendum to the HUD-1 or a part of the
closing instructions?



Disclosing No-Cost Loans

e If “no-cost” covers third party fees and
origination charges, then fees should still be
itemized in the borrower’s column

* Fees are then offset by a credit in the 800’s
section; line 802 credit would exceed 801,
resulting in a negative amount in line 803

e If “no-cost” only covers origination charges,
then 802 will offset 801, and the net
origination charge on line 803 will be zero



Thank Youl!

Let’s Answer Your Questions...
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