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Agenda

Review new RESPA policies
Review new GFE form

Review hew HUD-1 Settlement Statement
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e Originally enacted in 1974, RESPA has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

Orriginatar Email Diate of GFE

Purpose

Shopping for
your loan

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 interes
interest rate
change unti

e Identify the Transaction  After this time, the
 Purpose and Shopping for Your Loan ent shown below can

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.




Mame of Originater Borrower
Criginator Property
Address Bddress
Originater Phone Murmber

Orriginatar Email Diate of GFE

Purpose

Shopping for
your loan

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 Ieastl:l days before settlerment.

Important Dates Section

* Interest rate and other settlement charge dates are independent of each other

* Completed by Loan Originator;

* Discloses time period for interest rate, rate-related charges (if the rate is locked)
and settlement charges (at least 10 business days) to be available;

* HUD does not require a specific time period.

e Other Settlement charges become binding when the borrower “expresses and
intent to continue.”




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




All other Settlement Service Charges
*Required Services Selected by Lender
*Title Services

* Charges to be included in Title

Services:
* Lender’s title insurance premium
e Delivery fees
* Notary fees
* Settlement fees
* Title commitment fees

*Owners Title Insurance
* Not applicable for non-purchase
money transactions.
*Required Services the Borrower MAY shop for
* If the loan originator permits
the borrower to shop, the loan

originator MUST:
e Disclose each service;
e Estimate charge for such service; and
e Total of the estimated charges.

* The loan originator MUST also
provide a list of settlement
service providers for this
category and for title services,
to which a tolerance of 10% will
apply.

* RESPA § 8 issues to consider

» Affiliated Business Arrangement

Pisciosures

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. Owner's title insurance
You may purchiass an ownear'’s title insurance policy to protect yourinterast
in the property.

4. Required serdces that you can shop for
Thass ¢ h.ar;-_—s are for ather se-r'.-'li:esth.at ars 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 is haldin 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 daily interest on your loan from the day of your
settlement until the first J.a, of the next month or the first day Df_;. cr
normal mortgage payment cycle. This amount is per day

for [___ldays (if your settlerment is| 1.

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

B || Your Charges for all Other Ssttlement Serdces

p 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




Using the
tradeoff table

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

= If youwant to choose this same loan with lower settlement charges, then you will have a higher interest rate.

= If youwant to choose this same loan with a lower interest rate, then you will have higher settlement charges.

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

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

t] =

Your initial lean ameount $ $ %
Your initial intarest rate’ % %, %
Your initial menthly amount cwed £ § E

Change in the monthly ameount cwed from

Mo changs
this GFE

Youwill pay $
mera evary month

You will pay 3
less every month

Changs in the amount you will pay at

Mo changs
sattlament with this interest rate

Your settlement charges
will ke reduced by
F

Your settlemant

charges will increase by
£

Heow much your total estimated settlemant $
charges will be

§

E

usil Tradeoff Table

shq

* Higher interest rate/lower settlement service charges; and
* Lower interest rate/higher settlement service charges.

for the information if not displayed.

eComparison of the loan disclosed on the GFE with other loans:

*Not required to input additional loans, but form language instructs the borrower to ask

Can interast rate risa?

Can loan balance risa?

Can monthly amount owed risa?

Frepaymeant penalty?

Balloon paymeant?

Total Estimated Setement Charges

If your loan is
sold in the future You receive or the charges you paid at settlement.

Some lenders may sell your loan after settlement. Any fees lenders receive in the future cannot change the loan




Uging the In this GFE, we offered you this loan with a particular interest rate and estimated settlement charges. Howaver:

tradeoff table = If youwant to choose this same loan with lower settlement charges, then you will have a higher interest rate.
= If youwant to choose this same loan with a lower interest rate, then you will have higher settlement charges.

f youwould like to choose an available option, you must ask us for a new GFE.
Loan eriginators have the option to complete this table. Please ask for additional information if the table is not completed.

Your initial lean ameount $ $ %

Your initial intarest rate’

Shopping Chart i
*For completion by the borrower as a loan comparison tool

* Loan originator required to input NOTHING N

Includes a disclosure statement about “If your loan is sold in the future.”

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

This loan Loan 2 Loan 3 Loan 4

Loan eriginator narme

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

If your loan is Some lenders may sell your loan after settlement. Any fees lenders receive in the future cannot change the loan
sold in the future 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



Documenting Changed Circumstance

What can change?

Only those fees impacted by the changed circumstance

If the interest rate changes due to a changed circumstance, or a
borrower requested change, only the interest rate dependant charges
and terms may change. This includes only those charges or credits in
Block 2 which will, in turn, impact the “Adjusted Origination Charges,”
or Block 10.

If the interest rate changes due to going from a float to a lock, only the
interest rate dependant charges and terms may change (Block 2 and
the impacted, “Adjusted Origination Charges,” as well as Block 10).

Block 1 fees generally do not change, even with a changed
circumstance.

e Exception: If the loan amount changes and a portion of the “Origination Charge” is a
percentage of the loan amount or the overall loan program changes , Block 1 could
change.



New HUD-1

Comparkson of Good Faith Estimats (GFE) and HUDK1 Charges Good Farth Estimate HULA
charges That Canret Inawacs HULL Linge Number

‘O originaion charma & B

faia chosan & B2

& B

L Clmeges 21203

S OME Approval e, 25000065 pl Estate Broker Fees Paid From Paid From

commizskon fine 700 2 follows: EBormower's Zeller's 10 Good Fath Estimats HUL-1

;A Settlement Statement (HUD-1) Funds at Funds at
% |||| || o Settlerment Sattlament LAkt
iy 1o [

[

pon paid o cetement :
% File Farrkar 7 oo Harkar 5 Wimrgags Feurancs Cms Humiar

1 Dsna H I:l S I:l Cam. Linru * e S e L

= lyable in Connection with Loan s

of T =] |com
|:| ~ ination charge ¥ {irem GFE #1) d
€. Noter This dorm i bamished s you & ririmmart o acisl tetiwmamt oot Amaunis pedio ard Ey e endamer aget s fown. Eeme marked = = F
"0 warw el o the clasn: ey are shown ees forirfsrmusonal purpases and an net ndused e sl Hit or charge (ponts) for the speciic Interest rate chosen § {irom GFE #2)
©: Mo & Addren of Earravr E Hum & Addrass of Seler F. Mama & Aderem <F Landar |astad crigination charges tfrom GFE &
Hfeeto {frem GFE #3) 5 = =
boort to {from GFE &3]
ato Wom GFE &7 Good Falth Estimats HUE-1
G. Froparty Lozmian: H. Secdeman Agere I. Swrsdwra e it rfication {irom GFE #3) Ll
501§ aday
Flacs o Gaamare ¥ 50
bquired by Lender to Be Paid in Advance *
Erest charges from 1o (11 fday {om GFE #10) ¥
Bomumers Transacti e S - reuencepemim for mantheta ffem GFE &3] s
100, Groes Ansunrt Dus from Borrawsr 400, Greas Amut Dus to Sellar prier's Insurance for  yearsto {from GFE #11)
| Deposited with Lender ¥
E pasit for your escrow sccount {fom GFE 47
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Let’s Take the Mystery out of the HUD-1

Origination charge 801 #1
Credit charge 802 #2
Adjusted origination charge 803 A
Transfer Taxes 1203 8
Government Recording charges 1201 7
Required Services Selected by Lender, such as Appraisal 800 series 3
Management, Credit report, Mortgage Insurance and 902

Title Services and Lender’s Title Insurance 1101 4
Owner’s Title Insurance Policy 1103 5
Required Services the Borrower may select, such as survey 1301 6

and inspections



HUD-1/1A Page Two

Designed to compare with GFE

Lists whether it is a borrower-paid or seller-paid charge in separate
columns

To promote comparability between the GFE and HUD-1, if the seller or a
third party pays for a charge listed on the GFE:
e that item must be listed in the borrower-paid column on the HUD-1;

* then it must be offset by listing a credit to the borrower on page 1 of the HUD-1 (lines
204 - 209); and

* The charge, if paid by the seller, must be included as a seller charge on Page 1 of the
HUD-1 (lines 506 - 509).

If an item is paid outside of closing (P.0.C.), the settlement agent must
identify the paying party

[00. Amounts Paid by or in Behalf of Borrower 500. Reductions In Amount Due to Seller

Principal amount of new loanis)
Clpal 2MOUNT OT N 10anis

SUDject 1o U3, CXMIETNg 103 13
=)




L. Satflement Charges

T, Total Real Estate Broker Fees

Distslon of commission Jine T as folkows:

_GMENT g

Pald From
Borrower's
Funds at
Settlement

Pald Fram
Seller's
Funds at

Settlement

S II Il %, OMB Approval No. 25020245
o o
5 4 I ll I* : A.Settlement Statement (HUD-1)
T =
Il
By s {irom GFE #1)
Ay pEVE 3 {from GFE #2)
{fom GFE &)
B. Type of Loan firom GFE £3)
&. File Number: 7. Loan Number: 8. Mortgage Insurance Case Number: \from GFE &3)
1. I:‘ FHA 2. |:| RHS 3 |:| Conv. Unine. ffrom GFE &7)
{fom GFE 43)
4 |:| WA B |:| Conv. Ins.
C. Note: This form is fumished to give you a statement of actual settlement costs. Amounts paid to and by the settlement agent are shown. [tems marked
“{p.o.c)” were paid outside the closing; they are shown here for informational purposes and are not included in the totals. tfom GFE #10)
- {from GFE 43)
D. Name & Address of Borrower: |E. Mame & Address of Seller |F. Mame & Address of Lander: {from GFE #11)
Pages 1 & 2 will look like what you =
G. Property Lo are accustomed to seei Ng
tirom GFE #1)
J. Summary of Borrower’s Transaction K. Summary of Seller's Transaction o GFE #5)
100. Gross Amount Due from Borrower 400. Gross Amount Due to Seller
101. Contract sales price 401. Contract sales price
102. Personal property 402, Personal property
103, Settlarnent charges to borrower (line 1400) 403
104. 404,
105, a0E, {from GFE 47)
Adjustment for items paid by seller in advance Adjustments for items paid by seller in advance W GFEAT
104, City/town taxes to 404, City/town taxes to E
107. County taxes to 407, County taxes to k
108, Assessments to 408, Assessments to
109. 405
110. 410, rom GFE #
111. 411.
112. 412
120. Gross Amount Due from Borrower 420. Gross Amount Due to Seller
200. Amounts Paid by or in Behalf of Borrower 500. Reductions In Amount Due to Seller

201. Deposit or earnest monay ED1. Excess deposit (see instructions)

- - - - N T T —— - .

P P T




Comparison of Good Faith Estimate (GFE) and HUD-1 Charges Good Faith Estimate HUD-1
Charges That Cannot Increase HUD-1 Line Number
Owr origination charge # 801
Your credit or charge (points) for the specific interest rate chosen  # 802
Your adjusted origination charges # 803
Transfer taxes I I #1203
| New Page |
Charges That in Total Cannot Increase More Than 10% Good Faith Estimate HUD-1
Government recording charges # 1201
#
#
#
#
#
#
#
Total
i or
Charges That Can Change Good Faith Estimate HUD-1
Initial deposit for your escrow account #1001
Daily interest charges # 901 £ fday
Homeowners insurance # 903
#
#




Your inital loan amount is £
Your loan term s years
Your Initial Interest rate is %
Your intial monthly amount owed for principal, Interest, and & includes
and any mortgage insurance is L] Principal
[ ] Interast

L] Mortgage Irsurance

Can your Interest rate rise?

L] Ne.[] Yes, It can rise to a maxirmum of
o and can change again every

9. The first change will be
after
. BEvery change date, your interest rate can increase or decrease
by 3. Ower the life of the loan, your interest rate is guarantzed to never be

;

lower than % or higher than 9.

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

[ ] Neo. [ Yes, it can rise to a maximum of $

Even if you make payments on time, can your monthly
amount cwed for principal, iInterest, and mortgage insurance rise?

] Ne.[] ‘s, the first increase can be on
owedcanriseto b

and the monthly arnourt

The maximurm it can ever rise tois §

Dioes your loan have a prepayment penalty?

] Wo. [ Yes, your maximum prepayment penalty is

Does your loan have a balloon payment?

] No. [ Yes, you have a balloon payment of 3 due in

Years on

Total monthly amount owed including escrow account payments

* Paid by or through draws
from Principal Limit

[] You do not have a monthly escrow payment for iterns, such as property
taxes and homecowners insurance. You must pay these iterns directly yourself.

[ ] You have an additional monthly escrow payment of §
that results in a total initial monthly amount owed of 3 . This includes
principal, interast, any mortgage insurance and any items checked below:

] Froperty taxes [ ] Homeowners insurance

[] Flood insurance ]

[ [l




Effective Date

e January 1, 2010

* New GFE and new HUD-1/1A can be used
before January 1, 2010

* If new GFE is used, new HUD-1/1A must be
used

e Old HUD-1/1A can be used after January 1,
2010 for loans where an old GFE was given
prior to January 1, 2010.



Thank Youl!

Let’s Answer Your Questions...



Contact Us...

Jim Milano

Weiner Brodsky
202-628-2000
milano@wbsk.com

Lisa Steele
Premier Reverse Closings P' RC
800'542'4113 PREMIER REVERSE CLOSINGS

|steele@prclosings.com

Mendy Castle
Financial Freedom s | b
770-797-2363 FINANCIAL FREEDOM

mcastle@financialfreedom.com


mailto:milano@wbsk.com
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