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RESPA Reform Procedures for Third-Party Brokers

RESPA Reform presents the industry with many chghs and opportunities. One
Choice Mortgage (OCM) has been working hard touhiice thoughtful policies to
ensure we minimize the risk of violating RESPA &fDIA regulations. The intention
of this new reform is to transfer the responsipitit counter party risk to the lenders.
Since lenders bear the overall risk of the loarliyuaf retail and third party originators,
we must ensure we are equipped with the operatexprtise and procedures to gain
firsthand knowledge of a broker’s loan quality.

Technological resources to assist in maintainimgmance will be performed by
upgrading all OCM Loan Origination Systems.

Although the rule was recently given a delay in lenpentation and penalties until April
1, 2010; as long as FHA approved originators camvsh good faith effort to becoming
compliant with software, forms and procedures..s DICM'’s policy that all its offices
will be ready on January 1, 2010.

The following procedures will offer guidance on wiage 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 closedkaants, but does not apply to Home
Equity Lines of Credit (HELOCSs), Second mortgages] Investment Properties (unless

it is being purchased by a government agency).
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RECOMMENDED WORKFLOW CHART:

Complete the ltemization and GFE Forms

When you enter information in the Itemization form, the borrower fees are used to
populate the GFE. On the GFE, change loan data in editable fields as needed, and
complete the date fields and Tradeoff Table, which compares monthly payments for Page | 4
the loan against two other possible loan scenarios.

-

Send Disclosure Documents
Send the required disclosure documents to the borrower.

<5

Adjust Fees
If the fees change after the initial disclosure has been sent, use the Borrower and

Seller columns on the HUD-1 to adjust the fees.

- The adjustments copy to the Borrower and Seller columns on the ltemization form.

- The adjustments do not copy to the GFE (Section #) column on the Itemization
and HUD-1 Page 2; and they do not copy to the GFE.

I'
=7

Redisclose

A redisclosure must be made if:

- The GFE has expired.

- The rate is locked after the initial disclosures is sent to the borrower.

- A changed circumstance occurs for a major component of the loan, for example,
the appraisal report returns a property value that differs significantly from the
previously disclosed property value.

To redisclose, click the Copy Borrower column to GFE button on the HUD-1

Page 2 or ltemization forms. The updated fees will be copied to the GFE and

to the GFE (Section #) column of the HUD-1 and ltemization forms. Update the

editable fields on the GFE as needed, and then resend the disclosure forms.

=5

Cure Tolerances

The HUD-1 Page 3 compares current fees and previously disclosed fees, and

calculates whether the tolerance has been exceeded for total disclosed fees that

cannot increase by more than 10%. If the total exceeds 10%:

- On the HUD-1 Page 3, in the Tolerance Cure section, provide comments describing
the cure for the tolerance violation (typically a P.O.C. payment by the lender).

- On the HUD=1 Page 2, on the line for each fee that exceeds the tolerance, enter the
deseription and amoaunt far each payment being made ta cure the toleranee vialation.

- On the HUD-1 Page 1, in the 200 section, enter a description and amount for each
payment being made to cure the tolerance violation.
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Definition of an Application
What does OCM consider to be our definition of ppligation?

OCM requires the minimum 6 required criteria pietmesomplete an ‘application’ which
will then require a GFE to be issued to the bormggyewithin 3 business days. Page | 5

These items are:

Borrower’s name

Borrower’s monthly income
Borrower’s social security number
The subject property address
Estimate of the property value
Loan amount

ogakhwNE

Delivery of the GFE

When a Broker/Originator receives an applicatiors the lender’s responsibility to
ascertain whether or not a GFE was provided. H&g, then the lender is not required to
provide an additional GFE. However, the lenderhasisiness days from the date
received on a good faith estimate from the origin&t review/accept/deny the GFE.
- OCM will have a dedicated staff person respondibleearing all received GFE’s

within the required 3 days.

If lenders prefer to generate the GFE, they mustadwithin 3 days of the

broker’s application date.

Mortgage Bankers are responsible for the GFE thrabig HUD-1 compliance.

An application may be either in writing or electically submitted, including a written
record of an oral application. The informationluded in a borrower application is
assumed to be sufficient for a decision from tmeléx. Note: you mamgot require
verification of income or assets from the borroagra 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 therbarer is eligible

The GFE is not required for a pre-approval.

Note: Missing information may not be the basisdieanged circumstances.
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Service Providers List

An additional disclosure is required to accompdreyGFE. This disclosure is required

for all loans and must be given simultaneously whth GFE. If no service providers are
listed, then it is assumed the borrower could hopsand fees will be bound by

tolerances. This written providers list includesyiders for all services on Page 2 Box&$9¢ |6
4, 5, and 6 of the GFE that the borrower is alloweeshop for. At least one provider per
service is required. These charges are subjebet®0% tolerance if the borrower

chooses a provider from this list.

GFE General Information

After January 1, 2010, any new loan sign-up mugids&rmed on the new GFE. Any
loan submitted to OCM with the old GFE issued ‘@ff@nuary i' cannot be processed
for DU findings, or underwritten. Furthermore, ttiparticular originators office cannot
continue business with OCM until they are compliaith the new RESPA forms.

Originators are responsible to provide the inB&E and Settlement Service Provider
(SSP) list to the borrower within three businesgsdat receiving a loan application. All
charges assessed on the GFE must be accurats &salhinding document. The GFE
standardized form is not signed by the borrowestdfore, the originator is also
responsible for obtaining the borrower’s expregageht to proceed with the transaction.
See the recommended Exhibit attached.

After January 1, the only circumstance where tleGIFE can be used is when the most
recent GFE the borrower received was issued in 2008n old form. There should be
no confusion about when the mortgage industry rbegin using the new forms. That
date is January 1, 2010.

Fees/charges are no longer shown as ‘paid outsidlesing’ (P.O.C.). All costs
included on the new GFE are shown as paid by theWwer, even if another party will
be paying the fees. Even if a loan is a not amet,| charges are still disclosed as if the
borrower will pay them. Lump sum credits to offdetse charges will be shown on the
front of the HUD-1. Origination fees, lender feand title/closing fees are no longer
itemized.

The originator preparing the GFE may fill in infaatron and amounts on the form with
the use of a typewriter, hand printing, computéntprg, or any other method that
produces clear and legible results. Althoughstia@dardized GFE is a prescribed form,
Blocks 3, 6, and 11 on page 2 may be adapted #omusertain loan situations, so that
adding lines may be performed there, and unused hmay be removed.

All fees for categories of charges shall be disatos U.S. dollar and cent amounts.

EOUAL HOLISIME
7700 West Bluemound Road, Wauwatosa, Wl 53213 it o
(414) 431-3100 Fax: (414) 431-3101
Website: www.onechoicemort.com



GFE Page 1 — Top of Form

The originator must enter the top of the form with following information: its name,
business address, telephone number, and emailsaddfrany, along with the applicant’s
name, the subject property address for which lgeanting is sought, and the date of the

GFE (this becomes the date prepared). Page | 7

GFE Page 1 — Purpose

This section describes the general purpose of e iGcluding 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 rateifdormation after which the loan
terms that are the subject of the GFE may not bédabte to the applicant.

Line 1 — The originator must state the date, ame tif necessary, for which the interest
rate for the GFE will be available. Common praeticay be to enter the current date and
time the GFE is issued for the rate availabilityed@epending on policies determined by
the originators office. Unless the loan is lockedore you issue the GFE, then you
would place the lock expiration date here.

Line 2 — The originator must state the date whiehdstimate of all other settlement
charges for the GFE will be available. The setdahtharges (closing costs) must be
good for a minimum of 10 days from the date prepamethe GFE (with the exception of
changed circumstances). This field is a perioghich all closing costaot dependent

on the interest rate will be fixed. Originatorsy@& business days from the date prepared
to make corrections to closing costs disclosethédoorrower due to errors found. After
that a valid changed circumstance is required tkena@y changes to the GFE.

EOUAL HOLISIME
7700 West Bluemound Road, Wauwatosa, Wl 53213 it o
(414) 431-3100 Fax: (414) 431-3101

Website: www.onechoicemort.com



Examples:

Important dates 1. The interest rate for this GFE is available through | Jamsary 1, 2010 After this time, the interest
rate, some of your loan Crigination Charges, and the monthly payment shown below can change until you
lock your interest rate

FLOAT ‘ 2. This estimate for all other settlement charges is available through [ January 15, 2010

3, After you lock your interest rate, you must go to settlement wathin 0 days (your rate logk Page | 8
penod) to recaive the locked interest rate

4. You must lock the interest rate at least 13 | days before settlement

Important dates 1. The interest rate for this GFE is available through | January 31, 2010 | After this tima, the interest
rate, some of your laan Ongination Charges, and the monthly payment shown below can change until you
lock your mterest rate

LOCK ‘ 2. This estimate for all other setflement charges is available through | Jamuary 15, 2010

3, After you lock your interest rate, you must go to settlement wathin 30 | days (your rate lock
perod) to receive the locked interest rate
4. You must lock the interest rate at least | hit& days before setlement

Upon locking the interest rate, an updated GFE esssued with the “Important
Dates” sections updated. Line 4 may contain “NAthés point.

Line 3 — The originator must state how many calenidgs the applicant must go to
closing after the interest rate is locked. If iterest rate is not locked a number must
still be entered here.

Line 4 — The originator must state how many calewidgs prior to closing the interest
rate would have to be locked, if applicable. Tikithe maximum length of time the
applicant can float the interest rate before loghkime interest rate for a specific closing
date. It cannot be 15 minutes prior-to-close,car it be 6 months prior-to-close. It
must be the time period for which the loan appraviliremain valid.

GFE Page 1 — Summary of your loan

The loan summary is a snap shot of the loan. elfdan has either an adjustable rate, a
negative feature, a pre-payment penalty, or a ballthese features should be apparent to
the borrower from examination of the loan summastien. In this section the
originator must complete the following information all loans:

I.  The initial loan amount;

Il.  The loan term; and
[ll.  The initial interest rate

Initial monthly PITI — The originator must fill ithe monthly payment amount
owed for principal, interest, and any mortgage imege. The amount shown
must be the greater of: (a) the required monthalnpent for principal and
interest for the first regularly scheduled paymehis any applicable monthly

EOUAL HOLISIME
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mortgage insurance payment; or (b) the accruedeastiéor the first regularly
scheduled payment, plus any applicable monthly gaget insurance payment.
Can your interest rate change? — The originatoit imdgcate whether or not the
interest rate can change. If it can the originatast insert the maximum rate that
it can rise to over the life of the loan, and maisb indicate the period of time
after which the interest rate can first change. Page | 9
Can your loan balance rise? — The originator mdaitate whether or not the loan
balance can rise even if the borrower makes payrantime, i.e. a loan with
negative amortization. If it can the originatorshinsert the maximum amount
that the loan balance can raise over the life @ldlan. Exception: federal, state,
local, or tribal housing programs that may offeympant assistance. If the loan
balance will increase due to escrow items being grabugh the loan balance, the
originator is not required to check the box indiegtthat the loan balance can
rise.

Can your mortgage insurance rise? — The originatest indicate whether or not
the monthly payment amount owed for principal, ies¢, and any mortgage
insurance can rise even if the borrower makes patgran time. If it can the
originator must indicate the time period after whihe monthly amount owed can
first change, the maximum amount to which the migredimount owed can rise at
the time of the first change, and the maximum arhtuwhich the monthly
amount owed can rise over the life of the loane @mount calculated for the
monthly amount owed must be the greater of: (@ydguired monthly payment
for principal and interest for that month, plus amyplicable monthly mortgage
insurance payment; or (b) the accrued interedhfatrmonth, plus any applicable
monthly mortgage insurance payment.

Does your loan have a prepayment penalty? — Tiggnator must indicate
whether or not includes a prepayment penaltyt does the originator must
indicate the amount that it could be.

Does your loan have a balloon payment? — The @igmmust indicate whether
or not the loan requires a balloon payment. dioiés the originator must indicate
the amount of the payment and in how many yeawdlibe due.
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Example:

GFE Page 1 — Escrows and Summary of Closing Costs

The originator must indicate whether or not thenloecludes an escrow account for
property taxes, hazard insurance, flood insurasee other financial obligations. The
amount shown must match the initial monthly amawaed for principal, interest, and
any applicable monthly mortgage insurance as stadyawe in the “Summary of your
loan” section.

Summary of closing costs show the totals from gagéthe GFE in two sections: (A)
Your Adjusted Origination Charges, and (B) Your €& for All Other Settlement
Services. The aggregates are added togetherctunbined Total Estimated Settlement
Charges.

Example:

EQLUAL HOLISIMG
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GFE Page 2 — Understanding your estimated settlemeoharges

This section details settlement cost categoriesaamolnts connected with the mortgage
loan in boxes 3 through 11. Applicable categoriesthe purposes of determining
whether tolerance violations have occurred, withpare the amount of the GFE to the
amounts shown on the HUD-1 in the borrower’s columaluding any amounts paid
outside of closing by or on behalf of the borrower.

Page | 11

GFE Page 2 — Your Adjusted Origination Charges

Block 1 — The originator must state here all thargks that all originators involved in
this transaction will receive, and contains alldenand broker origination points,
processing fees and administrative fees, and imguahy retained portion of yield
spread premium. It does not include any chargsgecific interest rate discount points
chosen. Note: Origination charges cannot be #echon the printed GFE or the HUD-1
(even though they may be itemized in the LOS sysjem

An originator may not separately charge additidaas for offering this loan that is not
disclosed in the GFE. This section must inclugedharge for our Administration Fee
paid to OCM; see our Closing Fees attached.

The amount shown in this section is subject to zernolerance, therefore, Block 1 fees
CANNOT change, even with a changed circumstanceException: If the loan amount
changes and a portion of the “Origination Charged percentage of the loan amount or
the overall loan program changes.

Block 2 — For loans involving mortgage brokers, bineker must indicate through check
boxes to disclose charges and creditse amount stated here is subject to zero
tolerance if the interest rate is locked, i.e. angredit for the interest rate selected
cannot decrease in value and any charge for the imtest rate cannot increase Note:
an increase in the credit is allowed since thisgaase is a reduction in cost to the
borrower. A decrease in the credit is not allowexte it is an increase in cost to the
borrower.

Special Notes: Only one (1) box can be checkedoaer.
A credit and charge cannot occur together in tineesiansaction.

Box 1 is only checked by the lender for a Par laé@. Brokers are not
allowed to use this line. Lenders are only allowedse this line.

Box 2 contains lender credits to the borrower teec@rigination and/or
closing costsOR

7700 West Bluemound Road, Wauwatosa, Wl 53213
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Box 2 contains a yield spread premium made to tbkds from the

lender. This is always shown as a credit to thredveer on a brokered

loan.

Box 2 must reflect a charge of zero (“0”) if theseno net payment.

Box 3 contains any interest rate charges, i.eodistpoints. These will
Page | 12

show as a charge to the borrower.

Examples:

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

Page | 13

YSP example:

Discount points example:
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“No Cost Loan” example:

Page | 14

Line A, “Your Adjusted Origination Chargesthe originator must add the numbers in
Blocks 1 and 2 and enter this subtotal at LineTAe subtotal at Line A will be a

negative number if there is a credit in Block 2t tiveceeds the charge in Block 1 (defined
as a ‘no cost’ loanIhe amount stated in Line A is subject to zero tolance while the

interest rate is locked.
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GFE Page 2 — Blocks 3-11

This contains the services where the originatoigtheses the provider used for these

lender required services. These services aretbaethe lender igot going to let the

borrower selectThere is a 10 percent (10%) tolerance applied to thsum of charges

listed in Blocks 3, 4, 5, 6, and 7, where the origtor requires the use of a particular P29e 115
provider, or the borrower uses a provider selectedr identified by the originator

shown on the Settlement Service Providers listAny services in Blocks 4, 5, and 6 for

which the borrower selects a provider other thamidied on the SSP list are not subject

to any tolerance. The SSP list must be providdadeédorrower at the time of the GFE,

on a separate sheet of paper.

Block 3— Required services that we selettas no wiggle room; these charges are what
the lender selects. The originator must ident#ghethird party settlement service
required and selected by the originator, with tkeegtion 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'&&arty should be disclosed in Block 1
(Our origination charge)
Charges for appraisals performed by in-house apgnashould be disclosed in
Block 1 (Our origination charge)

Block 4 —Title services and lender’s title insurancanclude title settlement charges
combined with the title policy charges, courierdeeire fees, email fees, deed prep fees,
escrow holdback setup fees, etc. All fees fte Searches, examinations, and
endorsements would be included in this total. €hdwarges must be reflected regardless
of whether the providers are selected or paidtferitye borrower, seller, or originator.
Originators must contact their title service prarith obtain the charges so that they may
be accurately listed on the GFE. Some may usea@ee€Charges for their pricing
structure. If so, Average charges must be musipoated between each 30 days to 6
month time period. Average charges cannot craafig for the title provider and cannot
be based on the loan amount.

7700 West Bluemound Road, Wauwatosa, Wl 53213
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Block 5 —Owner’s title insurance is required to be completed on all loans. Purehas
transactions will show the amount of seller’s taled related endorsements, even if the
seller usually pays it. Originators must contadter’'s agent to obtain the charges. If
the sale does not include Realtors, you must cottiacseller to discover which title
provider they are using in order to contact themlitain the charges. Refinance
transactions will place “NA” in the box, unless@nner’s policy is chosen by the
borrower for additional title services coverageouYtannot leave it blank

Page | 16

Block 6 —Required services that you can shop forThis section must identify each
third party service required by the originator ttreg borrower can shop for themselves
(excluding title services). The estimated chaaggeehich service provider of each service
must be disclosed in the block and placed in thed td this section. This is not going to
be a service provider that the lender has recomatehdre. Survey charges and Pest
inspections are also included here.

Blocks 7-11 — are for other charges that are rélai¢h the loan other than the lenders
own charges.

Block 7 -Government recording chargesmust estimate the state and local government
fees for recording the loan and title documents.

Block 8 - Transfer taxesmust estimate the sum of all state and local gowent fees on
mortgages and home sales that can be expectecctmbgped based upon the proposed
loan amount or sales price on the subject proattyess.A zero tolerance applies to
the sum of transfer taxes so you must confirm theak rates for the state and/or local
taxes prior to issuing the GFE

The initial deposit for the escrow account, daiiterest charges, and homeowner’s
insurance premium payments are shown in this seetso.

Block 9 -Escrow accountdeposits must be estimated by the originator atuliieged by
applying recurring charges for property taxes, honreer’s insurance and other similar
insurance, mortgage insurance, and other periddioges. The originator must indicate
if the escrow account will cover future paymentsdlh tax, all hazard insurance, and
other obligations required to be paid as theyda#, by checking the correct boxes. If
the escrow account includes some, but no all, ptppaxes or hazard insurance, or if it
includes mortgage insurance, the originator shobktk “other” and then list the items
included.

Block 10 -Daily interest chargesmust estimate the total amount that will be due at
closing for the daily interest on the loan from ttage of closing until the first day of the
first period covered by scheduled mortgage paymenhit® originator must also indicate
how this total amount is calculated by providing ttaily interest charges and the number
of days used in the calculation, based on a pmgeciiosing date.
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Block 11 -Homeowner’s insurance (hazard insuranceiust be estimated by the

originator to include the total amount of the prems for any hazard insurance policy
and other similar insurance, such as fire or flomdirance that must be purchased at or
before closing to meet the lender’s requiremeiitse amount required to be part of an

escrow account must be included in the initial @scdeposit in Block 9. Page | 17

Example:
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GFE page 3 — the Trade-off Table

This table helps the borrower see the trade-oth waying higher closing costs to obtain

a lower interest rate vs. lower closing costs \aithigher interest rateDriginators are

required to complete ONLY the left most column; theloan in this GFE. The

originator must use the loan amount, interest ratmthly payment figure, and the total Pa9¢ 118
estimated settlement charges from page 1 of the GRu complete the other

columns, the borrower must qualify for those alééerioans. 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 GFEse dhginator isnot required to
populate any of these columns, INCLUDING *“this Ibaolumn.

Example: Page |19

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 acknalghaent of receiving the GFE and
intent to proceed with the loan transaction arelireq. OCM has combined this page
with the 24-hour Right to Inspect HUD-1 Acknowledgmh 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 & it to the borrower within the

required three business days of receiving the adtdhogcumstance information. In

addition to providing the revised GFE, an additia@ument that details the specific

changed circumstance must be provided to the bemthvat is executed and returned. Page 120

Any changed GFE must be provided to the lender (OCMwithin 3 business days of
the changed circumstance for dedicated staff to aept/deny the GFE and/or the
changed circumstance definition

Under what circumstances are you able to re-discle®

Problems with the GFE are a violation of RESPA 8ach, and problems with the HUD
are a violation of RESPA Section 4.

If you are beyond the initial 3 days from the prepldate on the GFE you can
only re-disclose under a valid changed circumstance
You must re-disclose within 3 days of discoveryofalid changed circumstance.
You have 3 days to provide a revised GFE to theowaar.

A revised GFE MUST BE ISSUED upon a lock event.

If your loan has increased fees that bring the lmat of tolerance, you must
discern if the increase was due to a valid chamgedmstance to re-disclose.
Failure to re-disclose would result in a higher lieeng lost.

Documentation relating to changed circumstanced@mdhanges must be
retained for 3 years.

What constitutes a valid changed circumstance?
- Act of God, War, Disaster or other emergency,tomado, flood, fire that would

render the GFE to be inaccurate
Inaccurate information, i.e. given by the borrower
Changed information, i.e. additional borrower adtiethe loan, title vesting
change
Transactional Circumstances; including boundarputiss, the need for flood
insurance, or environmental problems, i.e. sepfpairs or survey problems
Borrower requested changes.
Expiration of the original GFE — if the borroweretonot express an intent to
continue with the application within the mandat@dblsiness days that the GFE
must be in effect.
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What can change?
- Only those fees impacted by the changed circumstanc

If pricing changes due to a changed circumstancea borrower requested
change, only the interest rate dependent chargkteams may change. This
includes only those points or YSP in Block 2 whigil impact the “Adjusted
Origination Charges.”
If pricing changed due to going from a float taaN, only the interest rate
dependent charges and terms may change (Block thanohpacted, “Adjusted
Origination Charges.”)
Block 1 fees CANNOT change, even with a changecbonstance
EXCEPTION: if the loan amount changes and a pomiotne “Origination
Charge” is a percentage of the loan amount or Wleeadl loan program changes
Important Dates Section — must be updated to tedieg new information
New Home Purchases — if the loan is for a new hpurehase and the closing is
expected to go beyond 60 calendar days from the @3€gared date, a revised
GFE may be revised (only if the originator providedeparate disclosure [clear
and conspicuous] stating that any time up until@@ealendar days before the
closing a revised GFE may be issued. If this isdome, the originator cannot
issue a revised GFE

Page | 21

What items arenot 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 BF. unless the info changes or
is found to be inaccurate after the GFE was issued
Market price fluctuations (interest rate, apprafeas, etc.)
If a GFE was issued during pre-qualification ptmobtaining the 6 required
criteria pieces
Note: if an originator revises a GFE for the sanneumstance over and over, it
is seen as a pattern and is no longer considevatidachanged circumstance due
to the frequency of the circumstance
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RESPA Tolerances

This is where originators are going to be heldy tertain degree, to the estimates shown

of the GFE. These tolerances are going to comyaues from the good faith estimate

and the values placed on the HUD-1 settlementrataiie There are 3 different buckets

for various charges and services. Some bucketseaoetolerance, some are services tHe'9€ |22
lender has required or recommended which have at@é@®aolerance, and some have no
tolerance (meaning whatever figure is put on th& @Hust that, an estimate).

Bucket 1 — is for charges that CANNOT INCREASE.rwmlerance is for items like:
- Origination charges
YSP
Discount points
Adjusted origination charges
Transfer taxes

Bucket 2 — is for charges that CAN INCREASE UP T®4l This is a combined total of
all the charges that fit into this bucket, not eank individually. These are generally:
3 party charges selected by the lender
Title services*
Owner’s title insurance*
Government recording fees
* if the borrower uses companies we identify in YWdtten Providers List

Bucket 3 —is for charges that CAN CHANGE. Thisvisere the tolerance does not
apply. Itincludes:
- Title services the borrower shopped for
Escrow account initial deposit
Daily interest charges
Homeowner’s insurance premium
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Example:

Page | 23

The following table on the next page shows theti@iahip between the sections on the
2010 itemization, the GFE form, and the HUD-1 impatthe tolerance calculation.
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Cure Tolerance Violations

RESPA has applied tolerance regulations that linetamount that charges listed on the
GFE can change at the time of the loan’s closifige lender is responsible for curing
tolerance violations. You cannot cure violationstlkeHUD-1 Page 3in theTolerance
Cure section. You must make changes on Page 1 of tHe-Hin order to cure
violations in compliance with RESPA regulations.

There are 3 steps for curing a tolerance violatwth Encompass360.
Here is a summary of these steps:

1. OntheHUD-1 Page 3in theTolerance Curesection, enter the date and
comments that describe the cure for the toleraraation. This will clear the
HUD Tolerance Violatedalert.

2. On theHUD-1 Page 2 on the line for each fee that exceeds the toteraadd a
description of the cure for the tolerance violat{typically a P.O.C. amount paid
by the lender).

3. OntheHUD-1 Page 1in the 200 section, add entries for each fee with
tolerance violation, describing how the tolerarecbeing cured and the amount
being paid to the borrower.
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Compliance Alerts Chart

The following table shows the compliance alertwaitbrief description, and the
recommended method to clear the alert:
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+
@
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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

7700 West Bluemound Road, Wauwatosa, Wl 53213
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Closing and the new HUD-1 Settlement Statement

A critical element to the new way of doing busintsst begins January 1, 2010, involves

the way title agents and lenders work togethercaBse an old HUD-1 must be used if a

loan process was begun using an old GFE, title emies unable to process both the n&#9€ |28
and old HUD-1 after Jan. 1, 2010, may cause tlesueig of some GFEsLherefore

originators will need to insure their settlement agnt 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 accuratelyd to ensure tolerances are in line, an
accurate GFE must be provided to the closing aglenty with our escrow instructions.
These instructions, also amended to reflect whategaire of the closing agent in
regards to the new RESPA Reform Rule, will incladeample HUD’ based on the latest
disclosed GFE. The line of communication betwéenlénder and closing agent to
resolve/cure tolerance violations hasn’'t been désta in the past, but now will become
a real critical piece.

To protect against tolerance violations, one methatimay initially make the most
sense is to overestimate. But doing so to be ersdlfie side has its pitfalls as well.
Overestimation actually counters the consumer ptiote intended by RESPA and,
therefore, it is not a meaningful comparison shogpool for them. While
overestimation isn’t considered an unfair practicenay be something a regulator could
take supervisory action against if it's found thatoriginator is doing it regularly.

So, there is great opportunity that communicatiot @elationships between originators,
lenders, and closing agents will be stronger géangard so that no one drops the ball.
Tolerance cures will cost money, so communicatiastmemain forefront in RESPA
implementation.

Also, please note the 1300 section of the HUD-Usid for borrower shopped sources
and liabilities being paid in connection with tloah approval. Home warranties would
also be listed here. This section does not agptlieé tolerance levels.
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24-hour Right to Inspect HUD-1 Settlement Statement

24 CFR 8 3500.10 One-day advance inspection of HUDer HUD—-1A settlement

statement; delivery; recordkeeping.

(a) Inspection one day prior to settlement upon regbgshe borrower.The settlement

agent shall permit the borrower to inspect the HUUBFHUD-1A settlement statement,”29¢ 129
completed to set forth those items that are knanthé settlement agent at the time of
inspection, during the business day immediatelgguiang settlement. Items related only

to the seller’s transaction may be omitted fromHtD-1.

(b) Delivery. The settlement agent shall provide a completed HU@-HUD-1A to the
borrower, the seller (if there is one), the len@ethe lender is not the settlement agent),
and/or their agents. When the borrower’s and seld®pies of the HUD-1 or HUD-1A
differ as permitted by the instructions in appendlito this part, both copies shall be
provided to the lender (if the lender is not thitlement agent). The settlement agent
shall deliver the completed HUD-1 or HUD-1A at efdre the settlement, except as
provided in paragraphs (c) and (d) of this section.

(c) Waiver. The borrower may waive the right to delivery of ttempleted HUD-1 or
HUD-1A no later than at settlement by executingriéten waiver at or before
settlement. In such case, the completed HUD-1UWDHLA shall be mailed or delivered
to the borrower, seller, and lender (if the lendarot the settlement agent) as soon as
practicable after settlement.

24 CFR 8§ 3500.11 Mailing.

The provisions of this part requiring or permittimgiling of documents shall be deemed
to be satisfied by placing the document in the rvailether or not received by the
addressee) addressed to the addresses statedaartepplication or in other
information submitted to or obtained by the lendiethe time of loan application or
submitted or obtained by the lender or settlemgahg except that a revised address
shall be used where the lender or settlement dgenbeen expressly informed in writing
of a change in address.

OCM policy will be...

OCM will require written notification of the borraw's intent/waiver of the HUD-1
inspection prior to documents being sent to theiotpagent. This should be performed
on a separate disclosure at sign-up and provid#gdthe submission package to the
Underwriter. This will inform OCM staff of how fan advance to schedule the closing
once final approval is granted, while at the saime tcommunicating the borrower’s
wishes to the closing agent upon creation of théHU

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 Instraes that communicate our

requirements of accurately completing the HUD-1H®y closing agent. The instruction$ 29¢ | 30
must include both a Sample HUD and the latestasstdd GFE. Loans will not be

approved for the borrower to sign the closing doents without HUD-1 approval prior-
to-close.

If the HUD-1 is found to be ‘out of tolerance’ tharcure resolution must be applied to
the portion over 9.999%.

Within Tolerance Example:
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Out of Tolerance Example:

Page | 31

Result...
In the above ‘out of tolerance’ example a cure hB% 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 logn#or-to-funding to verify each and
every loan is within tolerances. Any loan disc@ekto be out-of-tolerance will be
addressed with the Closing staff to open commuioicatvith both the originator and
closing agent including details of the requiredaacto correct the HUD-1. Page | 32
HUD-1A Settlement Statemenisll not be allowed. They do not allow for cure

provisions.

FHA Limitation of Origination Fees on Mortgagees

Under its codified regulations, HUD places spedifitts on the amount a mortgagee
may collect from a mortgagor to compensate the gagee for expenses incurred in
originating and closing a FHA-insured mortgage I¢see 24 CFR 203.27).1

Under HUD's rule, the 1% cap on origination feedl be eliminated. However, the FHA
Commissioner will retain authority to set limits tire amount of any fees that
mortgagees charge borrowers directly for obtaimnd-HA loan.

OCM policy will be...

To maintain the guidelines of ‘reasonable and cuaty charges’ within our region,
OCM is placing 2% cap on origination feeassociated with an FHA loan.

Other Charges and Fees Disallowed

Due to the restrictions placed by HUD on what isstdered a changed circumstance,
OCM is no longer allowed to charge Rush fees, Redieas, Returned Wire fees and
accrued interest, and Pre-funding fees (to wirel$um day ahead). These charges would
affect the 10% tolerance levels.

Other charges, such as Escrow Holdback fees, Smiatiah fees paid to lender,
VOE/VOD fees paid to employers/banks, VOR fees paidndlords, VOM fees paid to
servicers, Deed changes, Homeowner counseling ebaete. have not yet been
determined by HUD as to where these charges may guen if they are allowed.
Perhaps we will receive some clarification from Hd®the implementation of this new
disclosure progresses.
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Exhibits

Certification of GFE with Intent to Proceed and 24Hour Right to Inspect HUD-1 Page | 33
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: Page | 34

City/State/Zip:

I/We certify that:
- | have been provided with an initial GFE & Service Providers List within 3 business days
of the application date
| 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,
| 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.

| would like a copy of my HUD-1 or HUD-1A sent to me prior to closing by e-mail at:

| would like to be furnished a copy of my HUD-1 or HUD-1A at closing.

| 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 _ J

Madison Area

Page

Title Services Addres City State Zip Phone#
Capital Title & Closing
Services LLC 101 Nob Hill Road, #200 Madison Wi 587 608-246-4000
Heartland Title & Escrow 6314 Odana Road Madison W| 53719| 608-663-8102
Preferred Title 2728 Coho Street Madison Wi 537138-871-2020
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 | NewiBer | Wi | 53151| 800-878-2110 |
Surveyors - Home Inspectors
Dan Schilling of Residential
Inspections LLC 7125 Pagham Drive Madison WiI 5378BD8-274-2747
Mequon Area & North
Title Services Addres City State Zip Phone#

| Fond du Lac Title | 59 N Main Street Fonddulad W]  4936| 800-850-3640 |
Settlement/Closing Agents
Attorneys
Stephen L. Fo of
Schmitt Rupke Tess-Mattner 17100 W North Avenue oRfield WiI 53005| 262-814-0080
Pest Inspection
Batzner Pest Management 16948 W Victor Road |  NewrBer | WI | 53151 800-878-2110 |
Surveyors
Milwaukee Area
Title Services Addres City State Zip Phone#
Advantage America Title & 300 N Corporate Drive,
Closing Services #270 Brookfield Wi 53045 262-879-0082
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Land Title & Closing Services| 7700 W Bluemound Rd aMwatosa Wi 53218 262-259-5060

16535 W Bluemound Rd,

Nova Title & Closing Services| #333 Brookfield Wi 53005 262-784-5860
Settlement/Closing Agents Page | 36
Attorneys

Pest Inspection

Batzner Pest Management 16948 W Victor Road NewrBer | WI 53151 | 800-878-2110

Surveyors

CERTIFICATION: 1/We certify that | have received a copy of theo@d-aith Written Providers List
and although the listing of a service providerdasidered a referral, without a “thing of value'tizan
agreement or understanding, there is no violatfdRESPA Section 8. I/We further understand tha¢ On
Choice Mortgage, LLC is not endorsing the serviavigers listed above.

PURCHASERS/BORROWERS:
Borrower 1 Date Borrower 2 Date
Borrower 3 Date Borrower 4 Date
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Company Name:

Changed Circumstance Reason for Issuance of Revis€bod Faith Estimate (GFE)
A copy of the GFE referencing the change or changésd below must be provided to One Choice
A separate form must be completed for each feeass.

Broker Information Borrower Information

Borrower Name:

Page | 37

Address:

Subject Property Address:

Originator Name:

Loan Number:

Phone:

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.

Fee Name (from GFE)

Changes circumstances as define@35800.2 are: (1) Acts
of God, war, disaster or other emergency; (2) infation
particular to the borrower or transaction that weslied on
in providing the GFE and that changes or is foundé
inaccurate after the GFE was provided, which majude
information about the credit quality of the borrawthe
amount of the loan, the estimated value of the gnmgpor
any other information that was used in providing BFE;
(3) New information specific to the borrower orrisaction
that was not relied on in providing the GFE, other
circumstances that are specific to the borrower or
transaction, including boundary disputes, the nfeedlood
insurance, or environmental problems.

Fees Changing as a Result of the Changed Circumsizs

Amount of Fee

as
a result of
Amount of Last Changed
Fee Disclosed Circumstan
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Changed Circumstance (check any applicable boxes lb&/)
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 rsigieed originator has
obtained regarding the borrower's loan, that se#lult in a changed circumstance
pursuant to RESPA section 3500.2 defined above.

Date of discovery: / /

Description of changed circumstance (examples Emount change, loan
changing from float to lock, other):

The undersigned borrower certifies and acknowledbasthey have been provided a revised
Good Faith Estimate (GFE) by the Broker listed aband 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 reviseod@ith Estimate (GFE) that incorporates
the change(s) listed above, and including the &attht Service Provider list was provided to
the borrower(s) within three business days of discg/notification of the changed
circumstance.

Originator Name (print):

Signature:

Date: / I

All information contained on this form will be heddnfidential.
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