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January 4, 2010 
 

 
RESPA Reform Procedures for Third-Party Brokers 

 
 
RESPA Reform presents the industry with many challenges and opportunities.  One 
Choice Mortgage (OCM) has been working hard to introduce thoughtful policies to 
ensure we minimize the risk of violating RESPA and MDIA regulations.  The intention 
of this new reform is to transfer the responsibility of counter party risk to the lenders.  
Since lenders bear the overall risk of the loan quality of retail and third party originators, 
we must ensure we are equipped with the operational expertise and procedures to gain 
firsthand knowledge of a broker’s loan quality. 
 
Technological resources to assist in maintaining compliance will be performed by 
upgrading all OCM Loan Origination Systems.   
 
Although the rule was recently given a delay in implementation and penalties until April 
1, 2010; as long as FHA approved originators can show a good faith effort to becoming 
compliant with software, forms and procedures… it is OCM’s policy that all its offices 
will be ready on January 1, 2010.   
 
The following procedures will offer guidance on what we can or cannot determine to be 
acceptable business practices… 
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Important Terminology 
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RESPA applies to what? 
 
RESPA Reform applies to all open-end and closed-end loans, but does not apply to Home 
Equity Lines of Credit (HELOCs), Second mortgages, and Investment Properties (unless 
it is being purchased by a government agency). 
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RECOMMENDED WORKFLOW CHART: 
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Definition of an Application 
 
What does OCM consider to be our definition of an application? 
 
OCM requires the minimum 6 required criteria pieces to complete an ‘application’ which 
will then require a GFE to be issued to the borrower(s) within 3 business days. 
 
These items are: 

1. Borrower’s name 
2. Borrower’s monthly income 
3. Borrower’s social security number 
4. The subject property address 
5. Estimate of the property value 
6. Loan amount 

 
Delivery of the GFE 
 
When a Broker/Originator receives an application, it is the lender’s responsibility to 
ascertain whether or not a GFE was provided.  If it has, then the lender is not required to 
provide an additional GFE.  However, the lender has 3 business days from the date 
received on a good faith estimate from the originator to review/accept/deny the GFE.   

·  OCM will have a dedicated staff person responsible to clearing all received GFE’s 
within the required 3 days.   

·  If lenders prefer to generate the GFE, they must do so within 3 days of the 
broker’s application date.   

·  Mortgage Bankers are responsible for the GFE through the HUD-1 compliance. 
 
An application may be either in writing or electronically submitted, including a written 
record of an oral application.  The information included in a borrower application is 
assumed to be sufficient for a decision from the lender.  Note:  you may not require 
verification of income or assets from the borrower as a condition of issuing the GFE. 
 
Not Issuing the GFE 
 
When should you NOT issue the GFE? 
 
The GFE need not be issued if: 

·  The borrower withdraws the loan 
·  The application is denied 
·  The loan product is not available for which the borrower is eligible 

 
The GFE is not required for a pre-approval. 
 
Note:  Missing information may not be the basis for changed circumstances. 
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Service Providers List 
 
An additional disclosure is required to accompany the GFE.  This disclosure is required 
for all loans and must be given simultaneously with the GFE.  If no service providers are 
listed, then it is assumed the borrower could not shop and fees will be bound by 
tolerances.  This written providers list includes providers for all services on Page 2 Boxes 
4, 5, and 6 of the GFE that the borrower is allowed to shop for.  At least one provider per 
service is required.  These charges are subject to the 10% tolerance if the borrower 
chooses a provider from this list. 
 
 
GFE General Information 
 
After January 1, 2010, any new loan sign-up must be performed on the new GFE.  Any 
loan submitted to OCM with the old GFE issued ‘after’ January 1st cannot be processed 
for DU findings, or underwritten.  Furthermore, that particular originators office cannot 
continue business with OCM until they are compliant with the new RESPA forms. 
 
Originators are responsible to provide the initial GFE and Settlement Service Provider 
(SSP) list to the borrower within three business days of receiving a loan application.  All 
charges assessed on the GFE must be accurate as this is a binding document.  The GFE 
standardized form is not signed by the borrower; therefore, the originator is also 
responsible for obtaining the borrower’s expressed intent to proceed with the transaction.  
See the recommended Exhibit attached. 
 
After January 1, the only circumstance where the old GFE can be used is when the most 
recent GFE the borrower received was issued in 2009 on an old form.  There should be 
no confusion about when the mortgage industry must begin using the new forms.  That 
date is January 1, 2010. 
 
Fees/charges are no longer shown as ‘paid outside of closing’ (P.O.C.).  All costs 
included on the new GFE are shown as paid by the borrower, even if another party will 
be paying the fees.  Even if a loan is a not cost loan, charges are still disclosed as if the 
borrower will pay them.  Lump sum credits to offset these charges will be shown on the 
front of the HUD-1.  Origination fees, lender fees, and title/closing fees are no longer 
itemized.   
 
The originator preparing the GFE may fill in information and amounts on the form with 
the use of a typewriter, hand printing, computer printing, or any other method that 
produces clear and legible results.   Although the standardized GFE is a prescribed form, 
Blocks 3, 6, and 11 on page 2 may be adapted for use in certain loan situations, so that 
adding lines may be performed there, and unused lines may be removed. 
 
All fees for categories of charges shall be disclosed in U.S. dollar and cent amounts. 
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GFE Page 1 – Top of Form 
 
The originator must enter the top of the form with the following information:  its name, 
business address, telephone number, and email address, if any, along with the applicant’s 
name, the subject property address for which loan financing is sought, and the date of the 
GFE (this becomes the date prepared). 
 
 
GFE Page 1 – Purpose 
 
This section describes the general purpose of the GFE including additional information 
that is available to the applicant. 
 
 
GFE Page 1 - Shopping for your loan 
 
This section requires no action by the originator. 
 
 
GFE Page 1 – Important Dates 
 
This section states important deadlines and rate lock information after which the loan 
terms that are the subject of the GFE may not be available to the applicant. 
 
Line 1 – The originator must state the date, and time, if necessary, for which the interest 
rate for the GFE will be available.  Common practice may be to enter the current date and 
time the GFE is issued for the rate availability date, depending on policies determined by 
the originators office.  Unless the loan is locked before you issue the GFE, then you 
would place the lock expiration date here. 
 
Line 2 – The originator must state the date which the estimate of all other settlement 
charges for the GFE will be available.  The settlement charges (closing costs) must be 
good for a minimum of 10 days from the date prepared on the GFE (with the exception of 
changed circumstances).  This field is a period in which all closing costs not dependent 
on the interest rate will be fixed.  Originators have 3 business days from the date prepared 
to make corrections to closing costs disclosed to the borrower due to errors found.  After 
that a valid changed circumstance is required to make any changes to the GFE.   
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Examples: 

 
 
Upon locking the interest rate, an updated GFE must be issued with the “Important 
Dates” sections updated.  Line 4 may contain “NA” at this point. 
 
Line 3 – The originator must state how many calendar days the applicant must go to 
closing after the interest rate is locked.  If the interest rate is not locked a number must 
still be entered here. 
 
Line 4 – The originator must state how many calendar days prior to closing the interest 
rate would have to be locked, if applicable.  This is the maximum length of time the 
applicant can float the interest rate before locking the interest rate for a specific closing 
date.  It cannot be 15 minutes prior-to-close, nor can it be 6 months prior-to-close.  It 
must be the time period for which the loan approval will remain valid. 
 
 
GFE Page 1 – Summary of your loan 
 
The loan summary is a snap shot of the loan.  If the loan has either an adjustable rate, a 
negative feature, a pre-payment penalty, or a balloon, these features should be apparent to 
the borrower from examination of the loan summary section.  In this section the 
originator must complete the following information on all loans: 

I. The initial loan amount; 
II.  The loan term; and 

III.  The initial interest rate 
 

�  Initial monthly PITI – The originator must fill in the monthly payment amount 
owed for principal, interest, and any mortgage insurance.  The amount shown 
must be the greater of:  (a) the required monthly payment for principal and 
interest for the first regularly scheduled payment, plus any applicable monthly 
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mortgage insurance payment; or (b) the accrued interest for the first regularly 
scheduled payment, plus any applicable monthly mortgage insurance payment. 

�  Can your interest rate change? – The originator must indicate whether or not the 
interest rate can change.  If it can the originator must insert the maximum rate that 
it can rise to over the life of the loan, and must also indicate the period of time 
after which the interest rate can first change. 

�  Can your loan balance rise? – The originator must indicate whether or not the loan 
balance can rise even if the borrower makes payments on time, i.e. a loan with 
negative amortization.  If it can the originator must insert the maximum amount 
that the loan balance can raise over the life of the loan.  Exception:  federal, state, 
local, or tribal housing programs that may offer payment assistance.  If the loan 
balance will increase due to escrow items being paid through the loan balance, the 
originator is not required to check the box indicating that the loan balance can 
rise. 

�  Can your mortgage insurance rise? – The originator must indicate whether or not 
the monthly payment amount owed for principal, interest, and any mortgage 
insurance can rise even if the borrower makes payments on time.  If it can the 
originator must indicate the time period after which the monthly amount owed can 
first change, the maximum amount to which the monthly amount owed can rise at 
the time of the first change, and the maximum amount to which the monthly 
amount owed can rise over the life of the loan.  The amount calculated for the 
monthly amount owed must be the greater of:  (a) the required monthly payment 
for principal and interest for that month, plus any applicable monthly mortgage 
insurance payment; or (b) the accrued interest for that month, plus any applicable 
monthly mortgage insurance payment. 

�  Does your loan have a prepayment penalty? – The originator must indicate 
whether or not includes a prepayment penalty.  If it does the originator must 
indicate the amount that it could be. 

�  Does your loan have a balloon payment? – The originator must indicate whether 
or not the loan requires a balloon payment.  If it does the originator must indicate 
the amount of the payment and in how many years it will be due. 
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Example: 

 
 
 
GFE Page 1 – Escrows and Summary of Closing Costs 
 
The originator must indicate whether or not the loan includes an escrow account for 
property taxes, hazard insurance, flood insurance, and other financial obligations.  The 
amount shown must match the initial monthly amount owed for principal, interest, and 
any applicable monthly mortgage insurance as shown above in the “Summary of your 
loan” section. 
 
Summary of closing costs show the totals from page 2 of the GFE in two sections:  (A) 
Your Adjusted Origination Charges, and (B) Your Charges for All Other Settlement 
Services.  The aggregates are added together for a combined Total Estimated Settlement 
Charges. 
 
Example: 
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GFE Page 2 – Understanding your estimated settlement charges 
 
This section details settlement cost categories and amounts connected with the mortgage 
loan in boxes 3 through 11. Applicable categories, for the purposes of determining 
whether tolerance violations have occurred, will compare the amount of the GFE to the 
amounts shown on the HUD-1 in the borrower’s column; including any amounts paid 
outside of closing by or on behalf of the borrower. 
 
 
GFE Page 2 – Your Adjusted Origination Charges 
 
Block 1 – The originator must state here all the charges that all originators involved in 
this transaction will receive, and contains all lender and broker origination points, 
processing fees and administrative fees, and including any retained portion of yield 
spread premium.  It does not include any charge for specific interest rate discount points 
chosen.  Note:  Origination charges cannot be itemized on the printed GFE or the HUD-1 
(even though they may be itemized in the LOS systems). 
 
An originator may not separately charge additional fees for offering this loan that is not 
disclosed in the GFE.  This section must include the charge for our Administration Fee 
paid to OCM; see our Closing Fees attached. 
 
The amount shown in this section is subject to zero tolerance, therefore, Block 1 fees 
CANNOT change, even with a changed circumstance.  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 2 – For loans involving mortgage brokers, the broker must indicate through check 
boxes to disclose charges and credits.  The amount stated here is subject to zero 
tolerance if the interest rate is locked, i.e. any credit for the interest rate selected 
cannot decrease in value and any charge for the interest rate cannot increase.  Note:  
an increase in the credit is allowed since this increase is a reduction in cost to the 
borrower.  A decrease in the credit is not allowed since it is an increase in cost to the 
borrower. 
 
Special Notes:  Only one (1) box can be checked per loan.   

A credit and charge cannot occur together in the same transaction. 
 

·  Box 1 is only checked by the lender for a Par rate loan.  Brokers are not 
allowed to use this line.  Lenders are only allowed to use this line. 

·  Box 2 contains lender credits to the borrower to cover origination and/or 
closing costs  OR 
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·  Box 2 contains a yield spread premium made to the broker from the 
lender.  This is always shown as a credit to the borrower on a brokered 
loan. 

·  Box 2 must reflect a charge of zero (“0”) if there is no net payment. 
·  Box 3 contains any interest rate charges, i.e. discount points.  These will 

show as a charge to the borrower. 
 
Examples: 
 

 
 

 
 
 
 
More defined examples are shown on the following pages: 
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Par rate example (lenders only): 
 

 
 
 
 
YSP example: 
 

 
 
 
 
 
Discount points example: 
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“No Cost Loan” example: 

 
 
 
Line A, “Your Adjusted Origination Charges – the originator must add the numbers in 
Blocks 1 and 2 and enter this subtotal at Line A.  The subtotal at Line A will be a 
negative number if there is a credit in Block 2 that exceeds the charge in Block 1 (defined 
as a ‘no cost’ loan.  The amount stated in Line A is subject to zero tolerance while the 
interest rate is locked. 
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GFE Page 2 – Blocks 3-11 
 
This contains the services where the originator designates the provider used for these 
lender required services.  These services are ones that the lender is not going to let the 
borrower select.  There is a 10 percent (10%) tolerance applied to the sum of charges 
listed in Blocks 3, 4, 5, 6, and 7, where the originator requires the use of a particular 
provider, or the borrower uses a provider selected or identified by the originator 
shown on the Settlement Service Providers list.  Any services in Blocks 4, 5, and 6 for 
which the borrower selects a provider other than identified on the SSP list are not subject 
to any tolerance.  The SSP list must be provided to the borrower at the time of the GFE, 
on a separate sheet of paper. 
 
Block 3 – Required services that we select has no wiggle room; these charges are what 
the lender selects.  The originator must identify each third party settlement service 
required and selected by the originator, with the exception of title services.  Typical 
entries are: 

·  Appraisal 
·  Credit Report 
·  Tax Service fee 
·  Flood Cert/Determination 
·  Lender Attorney fees 
·  FHA UFMIP 
·  USDA RHS Guarantee fee 
·  VA Funding fee 
·  Conventional Upfront PMI/MIP 

 
Exceptions: 

·  Document preparation performed by a 3rd party should be disclosed in Block 1 
(Our origination charge) 

·  Charges for appraisals performed by in-house appraisers should be disclosed in 
Block 1 (Our origination charge) 

 
Block 4 – Title services and lender’s title insurance include title settlement charges 
combined with the title policy charges, courier fees, wire fees, email fees, deed prep fees, 
escrow holdback setup fees,  etc.  All fees for title searches, examinations, and 
endorsements would be included in this total.  These charges must be reflected regardless 
of whether the providers are selected or paid for the bye borrower, seller, or originator.  
Originators must contact their title service provider to obtain the charges so that they may 
be accurately listed on the GFE.  Some may use Average Charges for their pricing 
structure.  If so, Average charges must be must be updated between each 30 days to 6 
month time period.  Average charges cannot create profit for the title provider and cannot 
be based on the loan amount. 
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Block 5 – Owner’s title insurance is required to be completed on all loans.  Purchase 
transactions will show the amount of seller’s title and related endorsements, even if the 
seller usually pays it.   Originators must contact seller’s agent to obtain the charges.  If 
the sale does not include Realtors, you must contact the seller to discover which title 
provider they are using in order to contact them to obtain the charges.  Refinance 
transactions will place “NA” in the box, unless an owner’s policy is chosen by the 
borrower for additional title services coverage.  You cannot leave it blank. 
 
Block 6 – Required services that you can shop for:  This section must identify each 
third party service required by the originator that the borrower can shop for themselves 
(excluding title services).  The estimated charge for each service provider of each service 
must be disclosed in the block and placed in the total of this section.  This is not going to 
be a service provider that the lender has recommended here.  Survey charges and Pest 
inspections are also included here.   
 
Blocks 7-11 – are for other charges that are related with the loan other than the lenders 
own charges.   
 
Block 7 - Government recording charges must estimate the state and local government 
fees for recording the loan and title documents.   
 
Block 8 - Transfer taxes must estimate the sum of all state and local government fees on 
mortgages and home sales that can be expected to be charged based upon the proposed 
loan amount or sales price on the subject property address.  A zero tolerance applies to 
the sum of transfer taxes so you must confirm the tax rates for the state and/or local 
taxes prior to issuing the GFE.   
 
The initial deposit for the escrow account, daily interest charges, and homeowner’s 
insurance premium payments are shown in this section also.   
 
Block 9 - Escrow account deposits must be estimated by the originator and calculated by 
applying recurring charges for property taxes, homeowner’s insurance and other similar 
insurance, mortgage insurance, and other periodic charges.  The originator must indicate 
if the escrow account will cover future payments for all tax, all hazard insurance, and 
other obligations required to be paid as they fall due, by checking the correct boxes.  If 
the escrow account includes some, but no all, property taxes or hazard insurance, or if it 
includes mortgage insurance, the originator should check “other” and then list the items 
included.   
 
Block 10 - Daily interest charges must estimate the total amount that will be due at 
closing for the daily interest on the loan from the date of closing until the first day of the 
first period covered by scheduled mortgage payments.  The originator must also indicate 
how this total amount is calculated by providing the daily interest charges and the number 
of days used in the calculation, based on a projected closing date.   
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Block 11 - Homeowner’s insurance (hazard insurance) must be estimated by the 
originator to include the total amount of the premiums for any hazard insurance policy 
and other similar insurance, such as fire or flood insurance that must be purchased at or 
before closing to meet the lender’s requirements.  The amount required to be part of an 
escrow account must be included in the initial escrow deposit in Block 9.   
 
 
 
Example: 
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GFE page 3 – the Trade-off Table 
 
This table helps the borrower see the trade-off with paying higher closing costs to obtain 
a lower interest rate vs. lower closing costs with a higher interest rate.  Originators are 
required to complete ONLY the left most column; the loan in this GFE.  The 
originator must use the loan amount, interest rate, monthly payment figure, and the total 
estimated settlement charges from page 1 of the GFE.  If you complete the other 
columns, the borrower must qualify for those alternate loans.  This section does not 
compare other loan types, i.e. ARMs, Balloons, etc. 
 
Example: 
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GFE Page 3 – the Shopping Chart 
 
This is for borrowers use only to compare GFEs.  The originator is not required to 
populate any of these columns, INCLUDING “this loan” column. 
 
Example: 
 

 
 
 
 
GFE Page 3 – If your loan is sold in the future 
 
This section requires no action from the originator. 
 
 
GFE Page 4 – Certification and Intent to Proceed 
 
A signature page reflecting the borrower’s acknowledgment of receiving the GFE and 
intent to proceed with the loan transaction are required.  OCM has combined this page 
with the 24-hour Right to Inspect HUD-1 Acknowledgment and recommends originators 
consider the same.   
 
See attached disclosure in Exhibit section. 
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Changed Circumstances and Re-disclosure 
 
The originator must issue a re-disclosure GFE and SSP list to the borrower within the 
required three business days of receiving the changed circumstance information.  In 
addition to providing the revised GFE, an additional document that details the specific 
changed circumstance must be provided to the borrower that is executed and returned.   
 
Any changed GFE must be provided to the lender (OCM) within 3 business days of 
the changed circumstance for dedicated staff to accept/deny the GFE and/or the 
changed circumstance definition. 
 
Under what circumstances are you able to re-disclose? 
 
Problems with the GFE are a violation of RESPA Section 5, and problems with the HUD 
are a violation of RESPA Section 4.     
 

·  If you are beyond the initial 3 days from the prepared date on the GFE you can 
only re-disclose under a valid changed circumstance.   

·  You must re-disclose within 3 days of discovery of a valid changed circumstance.  
·  You have 3 days to provide a revised GFE to the borrower.  
·  A revised GFE MUST BE ISSUED upon a lock event. 
·   If your loan has increased fees that bring the loan out of tolerance, you must 

discern if the increase was due to a valid changed circumstance to re-disclose.  
Failure to re-disclose would result in a higher fee being lost. 

·  Documentation relating to changed circumstances and fee changes must be 
retained for 3 years. 

 
What constitutes a valid changed circumstance? 

·  Act of God, War, Disaster or other emergency, i.e. tornado, flood, fire that would 
render the GFE to be inaccurate 

·  Inaccurate information, i.e. given by the borrower 
·  Changed information, i.e. additional borrower added to the loan, title vesting 

change 
·  Transactional Circumstances; including boundary disputes, the need for flood 

insurance, or environmental problems, i.e. septic repairs or survey problems 
·  Borrower requested changes.   
·  Expiration of the original GFE – if the borrower does not express an intent to 

continue with the application within the mandated 10 business days that the GFE 
must be in effect. 
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What can change? 
·  Only those fees impacted by the changed circumstance 
·  If pricing changes due to a changed circumstance, or a borrower requested 

change, only the interest rate dependent charges and terms may change.  This 
includes only those points or YSP in Block 2 which will impact the “Adjusted 
Origination Charges.” 

·  If pricing changed due to going from a float to a lock, only the interest rate 
dependent charges and terms may change (Block 2 and the impacted, “Adjusted 
Origination Charges.”) 

·  Block 1 fees CANNOT change, even with a changed circumstance  
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 

·  Important Dates Section – must be updated to reflect any new information 
·  New Home Purchases – if the loan is for a new home purchase and the closing is 

expected to go beyond 60 calendar days from the GFE prepared date, a revised 
GFE may be revised (only if the originator provided a separate disclosure [clear 
and conspicuous] stating that any time up until the 60 calendar days before the 
closing a revised GFE may be issued.  If this is not done, the originator cannot 
issue a revised GFE 

 
What items are not considered a valid changed circumstance? 

·  Borrower’s name 
·  Borrower’s monthly income 
·  Property address 
·  Estimate of the property value 
·  Mortgage loan amount 
·  Credit report information 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 a GFE was issued during pre-qualification prior to obtaining the 6 required 

criteria pieces 
·  Note:  if an originator revises a GFE for the same circumstance over and over, it 

is seen as a pattern and is no longer considered a valid changed circumstance due 
to the frequency of the circumstance 
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RESPA Tolerances 
 
This is where originators are going to be held, to a certain degree, to the estimates shown 
of the GFE.  These tolerances are going to compare values from the good faith estimate 
and the values placed on the HUD-1 settlement statement.  There are 3 different buckets 
for various charges and services.  Some buckets are zero tolerance, some are services the 
lender has required or recommended which have a 10% total tolerance, and some have no 
tolerance (meaning whatever figure is put on the GFE is just that, an estimate). 
 
Bucket 1 – is for charges that CANNOT INCREASE.  Zero tolerance is for items like: 

·  Origination charges 
·  YSP 
·  Discount points 
·  Adjusted origination charges 
·  Transfer taxes 

 
Bucket 2 – is for charges that CAN INCREASE UP TO 10%.  This is a combined total of 
all the charges that fit into this bucket, not each one individually.  These are generally: 

·  3rd party charges selected by the lender 
·  Title services* 
·  Owner’s title insurance* 
·  Government recording fees 

* if the borrower uses companies we identify in the Written Providers List 
 
Bucket 3 – is for charges that CAN CHANGE.  This is where the tolerance does not 
apply.  It includes: 

·  Title services the borrower shopped for 
·  Escrow account initial deposit 
·  Daily interest charges 
·  Homeowner’s insurance premium 
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Example: 
 
 
 
 
 

 
 
 
 
 
The following table on the next page shows the relationship between the sections on the 
2010 itemization, the GFE form, and the HUD-1 impact on the tolerance calculation. 
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Cure Tolerance Violations 
 
RESPA has applied tolerance regulations that limit the amount that charges listed on the 
GFE can change at the time of the loan’s closing.  The lender is responsible for curing 
tolerance violations.  You cannot cure violations on the HUD-1 Page 3 in the Tolerance 
Cure section.  You must make changes on Page 1 of the HUD-1 in order to cure 
violations in compliance with RESPA regulations. 
 
There are 3 steps for curing a tolerance violation with Encompass360. 
Here is a summary of these steps: 

1. On the HUD-1 Page 3, in the Tolerance Cure section, enter the date and 
comments that describe the cure for the tolerance violation.  This will clear the 
HUD Tolerance Violated alert. 

2. On the HUD-1 Page 2, on the line for each fee that exceeds the tolerance, add a 
description of the cure for the tolerance violation (typically a P.O.C. amount paid 
by the lender). 

3. On the HUD-1 Page 1, in the 200 section, add entries for each fee with a 
tolerance violation, describing how the tolerance is being cured and the amount 
being paid to the borrower. 

 

 



 

7700 West Bluemound Road, Wauwatosa, WI  53213  
(414) 431-3100  Fax: (414) 431-3101 
Website:  www.onechoicemort.com 

Page | 26 

 
 
 
 
Compliance Alerts Chart 
 
The following table shows the compliance alerts with a brief description, and the 
recommended method to clear the alert: 
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There are 7 new compliance alerts.  They are: 
 
 Alert Name     Compliance Type 
 Redisclose REGZ-TIL   MDIA 
 Closing Date Violation   MDIA 
 Send Initial Disclosures   RESPA 
 GFE Expires     RESPA 
 Redisclose GFE (Rate Lock)   RESPA 
 Redisclose GFE (Changed Circumstance) RESPA 
 HUD-1 Tolerance Violated   RESPA 
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Closing and the new HUD-1 Settlement Statement 
 
A critical element to the new way of doing business that begins January 1, 2010, involves 
the way title agents and lenders work together.  Because an old HUD-1 must be used if a 
loan process was begun using an old GFE, title companies unable to process both the new 
and old HUD-1 after Jan. 1, 2010, may cause the reissuing of some GFEs.  Therefore, 
originators will need to insure their settlement agent chosen on the Fee Sheet has the 
ability to perform the closing with the proper forms.  Else, reissue of some GFEs may 
delay the closing and create lock expiration risks. 
 
In order for the HUD-1 to be filled out accurately and to ensure tolerances are in line, an 
accurate GFE must be provided to the closing agent along with our escrow instructions.  
These instructions, also amended to reflect what we require of the closing agent in 
regards to the new RESPA Reform Rule, will include a ‘sample HUD’ based on the latest 
disclosed GFE.  The line of communication between the lender and closing agent to 
resolve/cure tolerance violations hasn’t been established in the past, but now will become 
a real critical piece. 
 
To protect against tolerance violations, one method that may initially make the most 
sense is to overestimate.  But doing so to be on the safe side has its pitfalls as well.  
Overestimation actually counters the consumer protection intended by RESPA and, 
therefore, it is not a meaningful comparison shopping tool for them.  While 
overestimation isn’t considered an unfair practice, it may be something a regulator could 
take supervisory action against if it’s found that an originator is doing it regularly.   
 
So, there is great opportunity that communication and relationships between originators, 
lenders, and closing agents will be stronger going forward so that no one drops the ball.  
Tolerance cures will cost money, so communication must remain forefront in RESPA 
implementation. 
 
Also, please note the 1300 section of the HUD-1 is used for borrower shopped sources 
and liabilities being paid in connection with the loan approval.  Home warranties would 
also be listed here.  This section does not apply to the tolerance levels. 
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24-hour Right to Inspect HUD-1 Settlement Statement 
 
24 CFR § 3500.10 One-day advance inspection of HUD–1 or HUD–1A settlement 
statement; delivery; recordkeeping. 
(a) Inspection one day prior to settlement upon request by the borrower.  The settlement 
agent shall permit the borrower to inspect the HUD–1 or HUD–1A settlement statement, 
completed to set forth those items that are known to the settlement agent at the time of 
inspection, during the business day immediately preceding settlement.  Items related only 
to the seller’s transaction may be omitted from the HUD–1.  
 
(b) Delivery.  The settlement agent shall provide a completed HUD–1 or HUD–1A to the 
borrower, the seller (if there is one), the lender (if the lender is not the settlement agent), 
and/or their agents.  When the borrower’s and seller’s copies of the HUD–1 or HUD–1A 
differ as permitted by the instructions in appendix A to this part, both copies shall be 
provided to the lender (if the lender is not the settlement agent).  The settlement agent 
shall deliver the completed HUD–1 or HUD–1A at or before the settlement, except as 
provided in paragraphs (c) and (d) of this section. 
 
(c) Waiver.  The borrower may waive the right to delivery of the completed HUD–1 or 
HUD–1A no later than at settlement by executing a written waiver at or before 
settlement.  In such case, the completed HUD–1 or HUD–1A shall be mailed or delivered 
to the borrower, seller, and lender (if the lender is not the settlement agent) as soon as 
practicable after settlement. 
 
24 CFR § 3500.11 Mailing. 
The provisions of this part requiring or permitting mailing of documents shall be deemed 
to be satisfied by placing the document in the mail (whether or not received by the 
addressee) addressed to the addresses stated in the loan application or in other 
information submitted to or obtained by the lender at the time of loan application or 
submitted or obtained by the lender or settlement agent, except that a revised address 
shall be used where the lender or settlement agent has been expressly informed in writing 
of a change in address. 
 
OCM policy will be… 
 
OCM will require written notification of the borrower’s intent/waiver of the HUD-1 
inspection prior to documents being sent to the closing agent.  This should be performed 
on a separate disclosure at sign-up and provided with the submission package to the 
Underwriter.  This will inform OCM staff of how far in advance to schedule the closing 
once final approval is granted, while at the same time, communicating the borrower’s 
wishes to the closing agent upon creation of the HUD-1. 
 
See attached disclosure in Exhibit section. 
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HUD-1 Approval and Cure Tolerance Violations Audit 
 
HUD-1 APPROVAL : 
 
OCM Closing staff will generate the Escrow Instructions that communicate our 
requirements of accurately completing the HUD-1 by the closing agent.  The instructions 
must include both a Sample HUD and the latest disclosed GFE.  Loans will not be 
approved for the borrower to sign the closing documents without HUD-1 approval prior-
to-close. 
 
If the HUD-1 is found to be ‘out of tolerance’ then a cure resolution must be applied to 
the portion over 9.999%.   
 
 
Within Tolerance Example: 
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Out of Tolerance Example: 
 
 
 

 
 
Result… 
In the above ‘out of tolerance’ example a cure of 11.8% would have to be shown to bring 
the loan within OCM tolerance acceptance. 
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CURE TOLERANCE VIOLATIONS AUDIT: 
 
OCM Funding staff is responsible to audit ALL loans prior-to-funding to verify each and 
every loan is within tolerances.  Any loan discovered to be out-of-tolerance will be 
addressed with the Closing staff to open communication with both the originator and 
closing agent including details of the required action to correct the HUD-1. 
 
HUD-1A Settlement Statements will not be allowed.  They do not allow for cure 
provisions. 
 
FHA Limitation of Origination Fees on Mortgagees 
 
Under its codified regulations, HUD places specific limits on the amount a mortgagee 
may collect from a mortgagor to compensate the mortgagee for expenses incurred in 
originating and closing a FHA-insured mortgage loan (see 24 CFR 203.27).¹ 
 
Under HUD’s rule, the 1% cap on origination fees will be eliminated.  However, the FHA 
Commissioner will retain authority to set limits on the amount of any fees that 
mortgagees charge borrowers directly for obtaining an FHA loan. 
 
OCM policy will be… 
 
To maintain the guidelines of ‘reasonable and customary charges’ within our region, 
OCM is placing a 2% cap on origination fees associated with an FHA loan. 
 
 
Other Charges and Fees Disallowed 
 
Due to the restrictions placed by HUD on what is considered a changed circumstance, 
OCM is no longer allowed to charge Rush fees, Redraw fees, Returned Wire fees and 
accrued interest, and Pre-funding fees (to wire funds a day ahead).  These charges would 
affect the 10% tolerance levels. 
 
Other charges, such as Escrow Holdback fees, Subordination fees paid to lender, 
VOE/VOD fees paid to employers/banks, VOR fees paid to landlords, VOM fees paid to 
servicers, Deed changes, Homeowner counseling charges, etc. have not yet been 
determined by HUD as to where these charges may go or even if they are allowed.  
Perhaps we will receive some clarification from HUD as the implementation of this new 
disclosure progresses. 
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Exhibits 
 
 
 
Certification of GFE with Intent to Proceed and 24-Hour Right to Inspect HUD-1 
Settlement Statement 
 
Settlement Service Providers List (SSP) 
 
Changed Circumstance Reason for Revised GFE 
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� � Certification of Good Faith Estimate (GFE) �
and Intention to Proceed 

 
This loan is intended for the following subject property: 
 
 Address:________________________________________________________________ 
 
 City/State/Zip:___________________________________________________________ 
 
I/We certify that: 

·  I have been provided with an initial GFE & Service Providers List within 3 business days 
of the application date 

·  I confirm receipt of the initial GFE and Written Service Providers List 
·  It is my intention to proceed with the loan covered by the issued GFE, and, 
·  I was not charged any fee prior to issuance of the GFE, other than a reasonable credit 

report fee. 
24-Hour Right to Inspect  

HUD-1 Settlement Statement Acknowledgment 
 
Section 3500.10 of RESPA Reform regulations requires  
(a)  Inspection one day prior to settlement upon request by the borrower.  That the settlement 
agent shall permit the borrower to inspect the HUD-1 or HUD-1A settlement statement, 
completed to set forth those terms that are not known to the settlement agent at the time of 
inspection, during the business day immediately preceding settlement.  Items related to the 
seller’s transaction may be omitted from the HUD-1. 
(b)  Delivery.  The settlement agent shall provide a completed HUD-1 or HUD-1A to the borrower, 
the seller (if there is one), the lender (if the lender is not the settlement agent), and/or their 
agents.  The settlement agent shall deliver the completed HUD-1 or HUD-1A at or before the 
settlement, except as provided in paragraph (c) of this section. 
(c)   Waiver.  The borrower may waive the right to delivery of the completed HUD-1 or HUD-1A no 
later than at settlement by executing a written waiver at or before settlement. 
 
You are under no obligation to waive this right but failure to do so may cause a delay or interfere 
with your Agents, Brokers or Lender’s ability to deliver documents for closing and approve/correct 
the HUD-1 or HUD-1A for closing. 
�
�  I would like a copy of my HUD-1 or HUD-1A sent to me prior to closing by e-mail at:  
___________________________________________________________________________ 
 
�  I would like to be furnished a copy of my HUD-1 or HUD-1A at closing. 
 
�   I hereby waive this requirement. 
 
ACKNOWLEDGMENT: 
 
X _____________________________________________________DATE:_______________ 
   Borrower 1 
 
X _____________________________________________________DATE:_______________ 
   Borrower 2 
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GOOD FAITH ESTIMATE SERVICE PROVIDERS LIST 
Borrower Name:  ________________________________________________________ 
Address:  _______________________________________________________________ 

__________________________ 
ONE CHOICE MORTGAGE LLC - GEOGRAPHICAL WRITTEN SERV ICE PROVIDERS LIST 

Madison Area 

Title Services Addres City State Zip Phone# 

Capital Title & Closing 
Services LLC 101 Nob Hill Road, #200 Madison WI 53718 608-246-4000 

Heartland Title & Escrow 6314 Odana Road Madison WI 53719 608-663-8102 

Preferred Title 2728 Coho Street Madison WI 53713 608-271-2020 

Express Title & Closing Inc 394 Williams Towne, #10 Delafield WI 53018 262-303-4945 

Settlement/Closing Agents 

            

Attorneys 

            

Pest Inspection 

Batzner Pest Management 16948 W Victor Road New Berlin WI 53151 800-878-2110 

Surveyors - Home Inspectors 

Dan Schilling of Residential 
Inspections LLC 7125 Pagham Drive Madison WI 53719 608-274-2747 

Mequon Area & North 

Title Services Addres City State Zip Phone# 

Fond du Lac Title 59 N Main Street Fond du Lac WI 54936 800-850-3640 

Settlement/Closing Agents 

            

Attorneys 

Stephen L. Fox of                             
Schmitt Rupke Tess-Mattner 17100 W North Avenue Brookfield WI 53005 262-814-0080 

Pest Inspection 

Batzner Pest Management 16948 W Victor Road New Berlin WI 53151 800-878-2110 

Surveyors 

            

Milwaukee Area 

Title Services Addres City State Zip Phone# 

Advantage America Title & 
Closing Services 

300 N Corporate Drive, 
#270 Brookfield WI 53045 262-879-0082 
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Land Title & Closing Services 7700 W Bluemound Rd Wauwatosa WI 53213 262-259-5060 

Nova Title & Closing Services 
16535 W Bluemound Rd, 
#333 Brookfield WI 53005 262-784-5860 

            

Settlement/Closing Agents 

            

Attorneys 

            

Pest Inspection 

Batzner Pest Management 16948 W Victor Road New Berlin WI 53151 800-878-2110 

            

Surveyors 

            
 

CERTIFICATION:   I/We certify that I have received a copy of the Good Faith Written Providers List 
and although the listing of a service provider is considered a referral, without a “thing of value” and an 
agreement or understanding, there is no violation of RESPA Section 8.  I/We further understand that One 
Choice Mortgage, LLC is not endorsing the service providers listed above. 
PURCHASERS/BORROWERS:      
 
_________________________________________ ___________________________________________ 
Borrower 1    Date Borrower 2          Date 
 
________________________________________ ___________________________________________ 
Borrower 3    Date Borrower 4          Date 
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Changed Circumstance Reason for Issuance of Revised Good Faith Estimate (GFE) 

A copy of the GFE referencing the change or changes noted below must be provided to One Choice. 
A separate form must be completed for each fee increase. 

    
Broker Information Borrower Information 

Company Name: Borrower Name: 
    
    
Address: Subject Property Address: 
    
    
    
Originator Name: Loan Number: 
    
    
Phone: Changes circumstances as defined in D3500.2 are: (1) Acts 

of God, war, disaster or other emergency; (2) information 
particular to the borrower or transaction that was relied on 
in providing the GFE and that changes or is found to be 
inaccurate after the GFE was provided, which may include 
information about the credit quality of the borrower, the 
amount of the loan, the estimated value of the property, or 
any other information that was used in providing the GFE; 
(3) New information specific to the borrower or transaction 
that was not relied on in providing the GFE, other 
circumstances that are specific to the borrower or 
transaction, including boundary disputes, the need for flood 
insurance, or environmental problems. 

Cell: 
Fax: 
Email: 
  
  
Date broker was advised of Changed 
Circumstance:              /               / 
Note: each event may require additional 
documents to be provided to One Choice 
Mortgage to process the request. 

Fees Changing as a Result of the Changed Circumstance 

              
Amount of Fee 

as 

    Amount of Last 
a result of 
Changed 

Fee Name (from GFE) Fee Disclosed Circumstance 
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Changed Circumstance (check any applicable boxes below) 

�� Rate Lock:  changing from 'float' to 'lock' 
  Date of lock:                           /                 / 

�� Borrower requested change in loan terms 
  Date of request:                   /               / 
  Description of Borrower's request: 
  
  
  

�� Changed circumstance regarding information the undersigned originator has 
  obtained regarding the borrower's loan, that will result in a changed circumstance 
  pursuant to RESPA section 3500.2 defined above. 
  Date of discovery:               /              / 
  Description of changed circumstance (examples: loan amount change, loan 
  changing from float to lock, other): 
  
  
    

  
The undersigned borrower certifies and acknowledges that they have been provided a revised 
Good Faith Estimate (GFE) by the Broker listed above and that it is their intention to proceed 
with the loan under the revised terms: 
Borrower Name(s): 

  
Borrower Signatures(s): 

  
Date:                   /         /   

  
The undersigned broker represents that a revised Good Faith Estimate (GFE) that incorporates 
the change(s) listed above, and including the Settlement Service Provider list  was provided to  
the borrower(s) within three business days of discovery/notification of the changed 
circumstance. 
Originator Name (print): 
  
Signature: 
  
Date:                   /         /   
  

All information contained on this form will be held confidential. 
  

 


