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Closing Cost and Settlement Procedures
Have Changed!







The last major revision to the RESPA rule, known as
Regulation X, occurred in November 1992

HUD eliminates the 1% cap on origination fees with
an FHA loan

FHA retains authority to establish limits on the
amount of such charge

When a Broker receives an application, the lenderi s
responsible to ascertain whether a GFE was
provided. If the Broker provided a GFE, the lender
IS not required to provide an additional GFE.



If the new GFE is issued, the new HUD1 must be
Issued as well, even if closing is before January 1
If the new GFE/HUD1 are issued, tolerances will

apply

If the old GFE Is issued, the old HUD1 must be
iIssued also, even if closing is after January 1 St
If an old GFE is revised, you may choose to
Issue a new GFE/HUD1

st



The new GFE must be issued within three days of
receiving a borrower ‘application’

Borrower’s name, monthly income and SSN

The property address and estimates of property
value

Loan amount, AND any other information deemed
necessary by the originator.



The GFE need not be issued if;

The borrower withdraws
The application is denied

The GFE is not required for a pre -approval

When a GFE is issued, it is assumed that all
components of an ‘application’ have been received.
Missing information may not be the basis for
changed circumstances.

The new rule also states that a Broker is not requi  red
to provide a GFE if the loan product is not availab  le
for which the borrower is eligible



This is the old and
familiar GFE showing
charges and fees
itemized. It also lists
YSP as a P.O.C. item.

After January 1, 2010
this will change to the
new format on the next

page...



This is the new GFE
showing charges and
fees combined. It also
lists YSP as a credit to
the borrower.



‘Paid outside of closing’ is not shown on the GFE
for items combined on line 801
All costs included on the GFE are shown as paid
by borrower, even if you know another  party
will pay the fee.
Yield spread premium disclosed as a borrower
credit.
- You add YSP into your Origination Fee if you
want to earn YSP
Origination fees and title fees are no longer
itemized.



The interest rate for this GFE is available through |O_1/10/2010 5:00 PM.
After this time, the interest rate, some of your lo  an Origination Charges,
and the monthly payment shown below can change unti | you lock your
interest rate

This estimate for all other settlement chargesisa  vailable through
01/20/2010
After you lock your interest rate, you must go to s ettlement within AE
days {your rate lock period}
You must lock the interest rate at least 15| days before settlement













‘Our Origination Charge’

- Origination fees can no longer be itemized
“Your Credit or Charge’

- Charge or credit for the interest rate selected



‘Our Origination Charge’

- Origination fees can no longer be itemized
“Your Credit or Charge’

- Charge or credit for the interest rate selected



‘Your Adjusted Origination Charges’
- Sum of “Our Origination Charge” and
- “Your Credit or Charge”



In the case of ‘no cost’ loans where ‘no cost’ refe s
to the Broker’s fees, a credit equal to the amount
shown in line 801 must be given in line 802 so that
the adjusted origination charge in line 803 equals
Zero.



‘Required services we select’
- Appraisal, credit report and other services where
the originator designates the service provider



‘Title services and lender’s title insurance’
- Includes title costs, settlement fees and lender
title insurance premium



‘Owner’s title insurance’
- An owner’s title insurance estimate is required
on the GFE, even if it would usually be paid by
seller



‘Required services that you can shop for’

- Pest inspection or any others required by lender
where the borrower may choose the provider.
Title services, even if they may be shopped for,
are not included In this section



Government recording fees and transfer taxes



Initial deposit for the escrow account, daily inter est
charges, Homeowner’s insurance, and aggregate total



Originator required to fill out only the first colu mn

Second and third columns should differ only in
points, applicable settlement costs and interest
rate from the current loan

Terms displayed in the second or third columns
must be available to the borrower



There is no requirement to populate the ‘this loan’ column

Use this chart to compare GFEs from different loan originators. Fill in
the information by using a different column for eac h GFE you
receive. By comparing loan offers, you can shop fo r the best loan.



When a Broker permits a borrower to shop for third-
party settlement services, they must provide the
borrower with a written list of providers at the ti me
of the GFE, on a separate sheet

Can be in the form of a disclosure



We thought it would be a good idea to find out how
many of you thought the new Good Faith Estimate wil I
be more useful to borrowers?

b
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Comparison of the estimates on the GFE with the
actual charges on the HUD-1
Explained on Page 3 of the GFE
Settlement Charges are grouped into 3 categories
Cannot increase
Total may not increase up to 10%
Can Change



Origination Charge

Your credit or charge (points) for the specific int erest
rate chosen (after you lock your interest rate)

Your adjusted origination charges (after you lock y our
Interest rate)

Transfer taxes



Required services we select

Title services and lender’s title insurance (if we select
them or you choose companies we identify)

Owners title insurance (if you use companies we
identify)

Required services you can shop for (if you use
companies we identify)

Government recording charges



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

Title services and lender’s title insurance (if you do
not use companies we identify)

Owners title insurance (if you do not use companies
we identify)

Initial deposit for your escrow account

Dally interest charges

Homeowner’s insurance






Changed Circumstance — 3 days to get revised GFE

to borrower...

Act of God, War, Disaster or other emergency

Inaccurate Information

Changed Information

Transactional Circumstances — including boundary
disputes, the need for flood insurance, or environm ental
problems

Refer to the FAQ for details

Refund — 30 days to send a payment to the borrower
for the difference
Who is responsible to refund the borrower?



The following do not constitute changed

circumstances:

Borrower’s name

Borrower’s monthly income

Property address

Estimate of the property value

Mortgage loan amount

Credit report info prior to providing the GFE...
unless the info changes or is found to be
Inaccurate after the GFE was issued

Market price fluctuations (interest rate, appraisal
fees, etc)



If changed circumstances result in increased costs
for any settlement services that would exceed the
tolerances, to avoid being bound by the GFE the Bro  ker

must, either
A. Deny the loan, or
B. Provide a revised GFE to the borrower within 3 business
days of receiving information sufficient to establi sh
changed circumstances

If a revised GFE is issued, charges may
INCREASE ONLY to the extent the changed
circumstances resulted in higher charges



If a borrower requests changes to the loan identifi ed
In the GFE that change the settlement charges orth e
terms of the loan, to avoid being bound by the GFE the
Broker must, either
A. Deny the loan, or
B. Provide a revised GFE to the borrower within
3 business days of the borrower’s request



If a borrower does not express an intent to continu e with
an application within the mandated 10 days that the GFE must
be in effect, then you are not longer bound by the Issues GFE.

If the interest rate is not locked or a lock has ex  pired, the
charge or credit for the interest rate, the adjuste  d origination
charges, per diem interest and loan terms relatedt o the
Interest rate may change. Once the borrower does lo  ck (or re-
lock) the rate, a new GFE must be provided reflecti  ng the rate
dependent charges and terms. All othertermsand ¢ harges
not affected by the rate must remain the same.



When the settlement on a newly constructed home is
anticipated to occur more than 60 days from the tim e
that a GFE is provided, the Broker may provide the GFE
to the borrower with a “clear and conspicuous
disclosure” stating that at any time up until 60 day S prior

to closing the loan, the Broker may issue a revised GFE.
Failure to provide such separate disclosure preclud es the
Broker from issuing a new GFE under the new home
exception
If a use and occupancy permit has been issued fort  he
home prior to the issuance of the GFE, then the hom e is not
considered to be under construction and the transac tion
would not be a new constructed home purchase



Q. Does RESPA Reform apply to ALL loan types?

A. No, it applies to all open-end and closed-end
loans, but does not apply to Home Equity Lines of
Credit, Second mortgages, and Investment Properties
(unless it Is being purchased by a government agenc

y).



There are multiple things that you should consider

regarding policies and procedures:

What is your new application-taking process?

What is your timing?

What is your new definition of an application?

What are your re-disclosure requirements?

What is your policy regarding changed circumstances ?

Average charges: what entities will be allowed to provide
average charges? (discussed later in the seminar)

Quality control and auditing; especially the 30-day
cure period



Loan pricing (rates/points) solutions:
How to tie loan pricing to LOS?
YSP & Discount points?

Print groups

Reporting (internal, regulators, investors)



Possible Application definition revisions

Establish time period for interest rate quoted in t he
GFE for availability

Establish time period for settlement charges
(minimum 10 days)

Establish rate lock period at time GFE was issued

Advance fee disclosure changes



A settlement service provider may now use an
“average charge” on the HUD-1 for third-party
settlement service instead of the actual amount
paid by the settlement service provider.

The combined average charge paid by borrowers and
sellers cannot exceed to total aggregate amount

paid for obtaining that service.

If an average charge is used, it must be used fore  very
transaction for the same average charge

Average charges may be recalculated each six month
period, but not less than 30 days

Documents used to calculate the average charge must be
retained for three years after any settlement



We will return in a moment
for the second segment...



Line item references to the GFE

Lender and broker fees altered to correspond to the
new GFE

Totals listed at the top of the category (instead o f the
bottom) in several sections, including Reserves
and Title

Fees charged to borrower but paid by another party
























Charges that are paid for by the seller must be sho  wn
In the seller’s column on page 2 of the HUD-1
(unless paid outside of closing)

If a seller pays for a charge that was included on the
GFE:

The charge must be listed in the borrower’s
column on page 2 of the HUD-1

The charge must then be offset by listing a credit
to the borrower in the amount of the charge(s) in
the 200 range of the HUD-1; and

The charge must be included as a seller charge in
the 500 range of the HUD-1



The settlement agent must show the party making the
payment, such as “P.O.C. (borrower)” for
allowable fees

HUD-1 line 802 cannot be shown as P.O.C.



Questions & Answers segment...




( Websites and Contact Info )

www.hud.gov/respa

www.onechoicemort.com

866-866-1410
414-431-3100 x3103
414-831-4363 direct
Donna Thompson
Senior Vice President

http://landtitleservices.net

414-259-5060
414-755-1013 direct
Dena Hunt

Closing Department
Manager



