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The Final RESPA Rule

PUBLISHESFINAL RULE, CHANGING | <&




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

* |dentifies 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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Shopping for
your loan

Important dates

Summary of
your loan

Escrow account
information

Summary of your
settlement charges

Name of Originater Barrowar
Sriginator Proparty
Addrass Address
Originator Phona Nurnber
Originator Ermail Date of GFE
Purpose 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
ange until you lock your interest rate.

This estimate for all other settlement charges is available through [

After you lack your interest rate, you must go te settlement within [ days (your rate lock peried)
to receive the locked interest rate.

n

w

4. You must lock the Interest rate at least [l days before settlement

Your initial lean amount is: £

Your loan term is years
Your initial interest rate is %

Your initial monthly amount owed for principal,

interest, and any mortgage insurance is per month

No|[ Yes, it can rize to a maximum of %
The first change will be in

$
Can your intetest rate rise? O
Even if you make payments on time, canyour ||[] o [ Yes, it can rige to a maximum of §

loan balance rise?

Even if you make payments on time, can your No [ Yes, the first increase can be in
monthly amount owed for principal, interest, and the monthly amount owed can
and any mortgage insurance rise? riseto & The maximum it
can ever rise to is $
Does your loan have a prepayment penalty? [ Mo O Yes, your maximum prepayrment
I penalty is $
Does your loan have a balleon payment? 0 No|[ Yes, you have a balloon payment of
% in years.

Some lenders require an escrow account te held funds for payin: roperty taxes or other property-
related charges in addition to your monthly amount owed of ——

Do we require you to have an escrow account for your loan?

[] No, you do not have an sscrow account. You must pay these charges directly when dus

[ es, you have an escrew account. It may or may riot cover all of these charges. Ask us.

Your Adjusted Origination Charges (See page 2.} $

B Your Charges for All Other Settlement Services (See pags 2. £

Good Faith Estimate (HUD-GFE) 1
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GFE - Page 2

Understanding tion Charges
your estimated 1. Our origination charge
settlement charges This charge is for getting this loan for you,
2. Your credit or charge (peints) for the specific interest rate chosen
] The eradit or charge for the Interest rate ofl):]% is includad in
e,

"Qur origination charge.” (See item 1 abowv:
[ You racatve a cradit of § for this interestrate of [ ]%.
This eredit reduces your settlement charges. &
[[J Youpayacharge of $[ for this interest rate of [ | %.
This chargs (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 loar,

Your Adjusted Origination Charges 3
f 1O sttlement ¢
Some of these charges 3. Required services that we select
can change at settlement. These charges are for services we require to complete your settlement,
See the top of page 3 for Wae will choose the providers of these sarvices:
more information. Service Charge

|
4. Title services and lender’s title insurance
This charge includes the services of a title or settlernent agent, for
example, and title insurance te protect the lender, if requirad.

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

o

Required services that you can shop for

Thasa charges are for ather services that are required to complete your
sattlerment, Wa can identify providers of these services or you can shop
for them yourself. Our estimates for providing these services are balow.
Service Charge

|
=, di T
These charges are for state and local fees to record your loan and
title documants,

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

2. Initial deposit for your escrow account
This charge is held in an escrow aceount te pay future recurring charges
angour praparty and indudasmffl all property taxes, [ all insurance,
and [ otherl 1

10.Daily interest chal
This charge is for the daily interest on your loan from the day of your
sattlemment until the firet day of the next month or the first day of your
normal mortgage paymant cyde. This amount is S[ﬂpar day
for [:Idays%f your settlament is

11 .!-riomuawr\ar's insuranc

r 5 =
his charge iz 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

otal Est

Good Faith Estimate (HUD-GFE) =2
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GFE - Page 3 - Instructions

Instructions
Understandin This GFE sstimates your sattlomaent charges, At your settlamant, you will receive a HUD-1, a form that lists your
which char ? actual costs. Compare the charges on the HUD-1 with the charges on this GFE. Charges can change if you selectyour
i rhangﬂ?:t cnwin prowider and do not use the companies we identify. (Ses halow for details )
settlernent
A1 SATTRMment
s Our origination charge = Required services that we select - WW“I thatyou can shap
u NOC use Companies we
= Yeur cradit or charge points) ""ﬁ the |l o Time services and lenders Ttle laam};
¥ou lock In your Ierest rate} You use Mﬁ.‘ﬁ,,m",ﬂ = Trde m\ncgl inddl}wmuo
= Your adpsted orgination changes, || = Cwners une insurance o you use companies mmw
fafter you kock W your Interest fate) companies we ide O
B T T - ive’s Uthe inswiance if you do not
- thul'lsdnlr!n‘lm that you can use Companies we
shop for if you use companies we
al for
identifyl = eposil fur youl escow
= Government recording charges. = Dty o
Using the In this GHE, we offered you this loan with 2 particular interest rate and estmated setlement charges. However:

tradeolT table « If you want 1o choose this same loan with lower settlement charges, then you will have 2 higher interest rate.
= If yous want tn chonss this sama laan with 3 lowar intersst rate, than yoo will havs higher sattlamant chargas.

I you would like to choose an availsble option, you must azk us for a new GFE.

Loan originators have the option to complete this table. Please ask for f the table is not o d.
Yaur Initial laan amount b 3 5
Your Inital interest rate’ % % %
Your Initial menthly smount owed H 3 H
Change In the monthly amount swed from Me change e will pay § Youwill pay §
this GFE Mo every month less every manth
Change in the amount you will pay at Mo change “our seTdemen charges | Your settiement
setthemnent with this interest rate ;nlb.m.dby gnargnwlll increase by
Here much your total sstimated settlement 8 3 ]
charges will be
" Foran Gie loan, above are for the Inftlal Interest rate before aQustments are made.
USiI"Ig the Lka this chart to compam GFFe imm_diﬁnrnm lnzn ariginators Fill in the infarmation by using 2 diffsrent calumn
shopping chart  or s3ch GFE you receive. By comparing loan offers you can shop for the bestlosn.
This n 2 Loan 3 Loan 4
L name
Inimal loan amount
Luan term
Initial intemest rate
Initial menthly amount cwed
Rate leck period
Can Interost rate e’
Can loan balancs mie?
Can manthly amount owed rce?
Frapaymaent panalty?
Eallean paymant?
Total Estimated Setthement Charge:
If your loan is Some lenders may sell your loan after settlement. Any fees lenders recetve In the future cannot change the loan

sold in the future you receive or the charges you paid at sattlemant
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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

L Settlement Charges

700. Total Real Estate Broker Fees Paid From Paid From

Dhviien e cammizsien (I 700) s ialens Borrowar's Sellzrs
Funds at Funds at
701. $ L) Sattlsment Settlement
702. % to

703. Commission paid at settlement

B00. Items Payable in Connection with Loan
801. Our origination charge E (from GFE #1)

802. Your credit or charge for the specific interest rate chosen 3 (frorn GFE #2)

803. Your acljusted origination charges (from GFE A)

804. Appraisal fe= to (from GFE #3)
805. Credit report to (frorn GFE #3)
806, Tax service to (from GIFE #3)
807. Flood certification (from GFE #3)

900. Items Required by Lender to Be Paid in Advance
901. Daily interest charges from o @3 /day (from GFE #10)

902. Mertgage insurance premium  for months to (frorm GFE #3)

$03. Homeowners insurance for years to (from GFE #11)

1000. Reserves Deposited with Lender
1007, Reserves or escrow (frorm GFE #9)

1002. Homsowners insurance  months @ $ per month
1003. Mortgage insurance months @ § per month

1004. Property taxes months @ $ per month
10065. months @ $ per month
1006, months @ $ per manth
1007. Aggregate Adjustment 5

@ @] e e

1100. Title Charges
1101. Title services and required title insurance (frorm GFE #4)

1102. Settlement or closing fee $
1103. Owners title insurance (frorn GFE #5)
1104. Lender titls insurance premium 3

1105. Lenders title policy limit $

1106. Owners title policy limit $

1107. Agent’s portion of the total title insurance premium 3

1108. Undenwriter’s portion of the total titls insurance premium 3$

1200. Government Recording and Transfer Charges

1201. Government recording charges (from GFE #7)
1202, Deed § Mortgage § Releases

1203. Transfer taxes (frorn GFE #8)
1204. City/County tax/stamps Deed $ Mortgage $

1205, State tax/stamps Deed $ Mortgage $

1206.

1300. Additional Settlement Charges

1301. Required services that you can shop for (frorn GFE #6)
1302, $

1303, 3

1304.

1305.

1400. Total Settlement Charges (enter on lines 103, Se

n J and 502, Se«
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Disclosure of Yield Spread Premiums - Final Rule

« YSP disclosure remains largely unchanged.

« AYSP 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

Comparison of Good Faith Estimate (GFE) and HUD-1/1A Charges Good Faith Estimate HUD-1/1A
Charges That Cannot Increase HUD 1/1A Line Number

Our origination charge # 801

Your credit or charge for the specific interest rate chosen # 802

Your adjusted origination charges # 803

Transfer taxes #1203

Charges That in Total Cannot Increase More Than 10%

N N E T S TS VS (VS T

$ or %
Charges That Can Change
Initial deposit for reserves or escrow #1001
Daily interest charges #901 § /day
Homeowner’s insurance #903
#
#
#
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Comparison Chart

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

* l|dentifies 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. (ltems 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.




Loan Terms

Loan Terms
Your initial loan amount is $
Your loan term is years
Your initial interest rate is %
Your initial monthly amount owed for principal, interest, and $ includes
and any mortgage insurance is | Principal
Interest
Mortgage Insurance
Can your interest rate rise? " No. _ |Yes, it can rise to a maximum of | %. The first change will be
on and can change again every after
. Every change date, your interest rate can increase or decrease
by %. Over the life of the loan, your interest rate is guaranteed to never be
lowerthan =~ % or higher than %.
Even if you make your payments on time, can your loan balancerise?|  _ No. _Yes, it can rise to a maximurn of $
Even if you make your payments on time, can your monthly __No. | Yes, itcanrise to amaximum of $ The earliest it can

amount owed for principal, interest, and mortgage insurance rise? | reach this amount is

Does your loan have a prepayment penalty? No. | Yes, your maximum prepayment penalty is §
Does your loan have aballoon payment? No. = Yes, you have a balloon payment of $ duein
years on
Total monthly amount owed including escrow account payments You do not have a monthly escrow payment for items, such as property

taxes and homeowner’s insurance. You must pay these items directly yourself

You do have an additional monthly escrow payment of $
That results in a total initial monthly amount owed of § This includes
principal, interest, and any mortgage insurance, and any items checked below:
Property taxes Homeowner's insurance

Flood insurance
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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?




