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The Final RESPA Rule



3

Background

• RESPA reform has been ongoing since 1992.

• It is never without controversy, as proposed changes 

typically pit settlement service providers against each 
other.

• This was certainly the case in 2002 when HUD 
introduced a proposed rule calling for a guaranteed 

mortgage package.

• Eventually settlement service industries, with the help of 

Congress, got HUD to withdraw the 2002 proposed rule.
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Background

• In 2005, HUD conducted a series of roundtable 
discussions with industry representatives, trade 

associations, and consumer groups.

• Two and a half years later, HUD published its proposed 

RESPA rule on March 14, 2008.  HUD received 
approximately 12,000 public comments in response to 

the proposed rule.

• HUD published its final rule on November 17, 2008.
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Principles of RESPA Reform

• Help consumers shop for the best loan.

• Shopping leads to greater competition & lower prices.

• Key final terms of the loan disclosed to the borrower at 

closing.

• Preserve a competitive market for all settlement service 

providers.
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Summary of Final Rule

• Main components of final RESPA rule.

– 3-page Good Faith Estimate

– Disclosure of broker fees as a “credit” to consumer

– Tolerance limitations of settlement charges

– 3-page HUD-1 Settlement Statement

• Every settlement service provider will be affected.
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Effective Dates
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January 1, 2010

• New GFE

• New HUD-1/1A

• Everything Else
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Good Faith Estimate “GFE”
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Good Faith Estimate - Final Rule

• Final rule requires a 3-page GFE.

• Includes a summary of key loan terms on page one.

– Breaks out escrow information from summary

• Estimates total settlement charges on page two.

– Removes “optional” from owner’s title insurance

– Separate categories for recording fees and transfer taxes

– Shuffles the order of settlement charges

• Provide a GFE within three days of receiving an 
“application”.

– New definition of application
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Good Faith Estimate - Final Rule

• Settlement charges must remain open for 10 business 
days.

– No change by HUD

• Identifies that the initial interest rate is available until a 
specified date.

– No change by HUD

• Limits GFE fees to the cost of a credit report.

– Legal authority?

• Removes 1% origination fee cap on FHA loans.

– HUD thinks competition will lower fee
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GFE - Page 1
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GFE - Page 2
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GFE - Page 3 - Instructions



15

HUD-1 Settlement Statement - Final Rule

• Modifies page two of HUD-1 to compare final settlement 
charges with the GFE.

– Includes “(from GFE#_)” next to itemized charges

– Uses language consistent with GFE (i.e. removes “optional” from 
owner’s title insurance)

• Groups previously itemized lender and title insurance 
charges into single fees.

– Breaks out settlement fee from bundled title services fee

– Continues to itemize title agent’s and title underwriter’s portions 
of premium
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Closing Script - Final Rule

• Adds page three to the HUD-1.

– Requires comparison chart between GFE fees and final 
settlement charges on HUD-1

– Includes a summary of loan terms

• Obligates lender to supply settlement agent with 

sufficient information to complete page three.
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HUD-1 Settlement Statement
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In General

• Revised to compare with GFE.

• Categorized - eliminate free proliferation.

• Third party charges listed outside column.

• Added page to HUD-1/1A.

• Highlights key loan terms.
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Right-to-Cure

Inadvertent or technical errors 

not a violation of RESPA Section 4 

IF revised HUD-1 is provided within 

30 calendar days after settlement.
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HUD-1 - Page 2
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Disclosure of Yield Spread Premiums - Final Rule

• YSP disclosure remains largely unchanged.

• A YSP is disclosed as a “credit” to the lender or broker’s 

“origination charge”.

• Discount points are disclosed as a “charge”, which is 

added to the lender or broker’s “origination charge”.

• HUD retains the comparison chart on page three of final 

GFE.

– A lender’s completion of this chart is now optional
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HUD-1 - Page 3
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Comparison Chart
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Comparison Chart

• Compares charges listed on GFE & actual charges listed 
on the HUD-1/1A.

• Identifies tolerance compliance or violation.

• Three Categories:

– Charges that cannot increase

– Sum of charges that cannot increase more than 10%

– Charges that can increase
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Tolerances - Final Rule

• Questionable statutory authority.

• Three buckets of settlement charges. (Items 3-11 on page 2 of final 

GFE).

– Fixed fees

– 10% tolerance

• HUD moves government recording fees from the fixed category to the 10% 

tolerance category

– No restrictions

• Absent “changed circumstances.”

– HUD expands the circumstances that will justify a new GFE

• HUD gives lenders a 30-day cure period.
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Loan Terms
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Loan Terms

• Ensures borrowers that they received loan they applied 
for.

• Highlights key loan terms.
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Any Questions?


