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Background

1. RESPA reform has been going on since 1992

2. It is never without controversy, as proposed
changes typically pit settlement service
providers against each other

3. This was certainly the case in 2002 when HUD
Introduced a proposed rule calling for a
guaranteed mortgage package

4. In 2004, settlement service industry led the
movement to have the rule withdrawn
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Background (cont’d)

5. In 2005, HUD conducted a series of roundtable
discussions with industry representatives, trade
associations, and consumer groups

6. Two and a half years later, HUD published its
proposed RESPA rule on March 14, 2008 - HUD
received approximately 12,000 public comments
INn response to the proposed rule

/. HUD'’s timing for a new rule could not have been
worse

8. But, HUD determined to get rule out before end
of Bush Administration
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Main Components

New Good Faith Estimate
Controversial YSP Disclosure
Tolerance Limitations

New HUD-1 Settlement Statement

a kWD PE

Average Charges
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Good Faith Estimate — Final Rule

1. Centerpiece of RESPA reform
2. Goal was greater clarity and transparency

3. Only HUD could simplify process by taking
one page GFE and turning it into three pages
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Good Faith Estimate — Particulars

1. Borrower not required to provide data to verify
Information before GFE issued

2. Quote good for 10 business days, unless
“Changed Circumstances”

FAQs provide some examples of “changed
circumstances”

3. Cost of GFE limited to price of credit report
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Good Faith Estimate — Page 1

OME Approval Mo, 2502-0265

qr“ww %

i [
g | 3 : +
; *; Good Faith Estimate (GFE)

""“- DEV "‘

Mame of Criginatar - ABC Mortgage Broker Bermowsr — John Doe

Cr bo F

e 123 Maple Ave. ey 123 Main St.

Washington, DC 20006 Arlington, VA 22201

Criginatar Phora Mumbsr  (202) 555-5555

Criginator Emall - loan@abcmb.com Diste of GFE September 22, 2009
Purpose This GFE gives you an estimate of your ssttlement charges and loan terms if you are approved for

this loan. For mare information, see HUD's Spedal information Bookdet on settlement charges, your
Truth-in-Lending Disdosures, and other coreumer information at www. hud. govirespa. If vou dedde

vou would like to procesd with this loan, cortact us.

Shop ping for Only wou can shop for the best loan for you. Compare this GFE with other loan offers, so you can find
your loan the best loan. Use the shopping chart on page 3 to compare all the offers you receive.
Important dates 1. The intersst rate for this GFE is available through [ 9/23/09 @ 9 am |. After this time, the

imtersst rate, some of vour laan Origination Charges, and the mornthly payment shown below can
change urtil you lock your interest rate.

2. This estimate for all ather settlement charges i available through | 10/5/09 [

3, After you lack vour interest rate, you must go to settlemesnt '.'."rthin days [vour rate lock pariod)
to reczive the locked interest rate.

4. You must lock the interest rate at least days before settlemeant
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Good Faith Estimate — Page 1

summary of
your loan
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our initial loan amourt is % 295,000.00

Yaur loan term is 30 w=ars
Your initial interest rate is 50 %

Your initial monthly amount owed for prircipal,

interest, and amy mortgages insurance is $1,725.00 per month

iZan your interest rate rise?

X M| es, it can riss to a maximum of %,
The first charga will b= in

Even if vou make payments on tims, can your
loan balance rise?

X Mo [ Yes, it can rise to a maximum of 3

Even if vou maks payments an time, can your
monthly amount cwad for principal, intersst,
and arw montgage insurance riss?

X M| ves, the first increass can b=in
and the monthly amount cwad can
rissto % . The maximum it
can ever rss tois %

Dices vour loan have a prepayment penalty?

LI Me|X ves, }I'n:-ur Maxi mum prapaymsant

p=nalty is $1,318.00
Does your loan have a balloon paymert? X Mo/ Yes, you have a balloon paymant of
£ dusin yEars.
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Good Faith Estimate — Page 1

!ESCI’C'W a-_:-:nunt Some lenders require an escrow account to hald funds for paving property taxes or other property-
information related charges in addition to your monthly amount cwed of § .

Dicowe require you to have an escrow account for vour loan?
[] Ma, you do not have an escrow account. ‘You must pay thesa charges directly when due.
X] *es, you have an escrow account It may or may not cover zll of these charges. Ask us.

summary of your . . -
Your Adjusted Origination Charges (Sa | § 1,500.00
settlement charges Jal | Vour Adjusted Origination Charges fSss rage 2

E Your Changes for All Dther Settlement Services Sea paga 2) § 9,685.00

+ 2§| Total Estimated Settlement Charges | §11,185.00

Good Faith Estimate (HUD-GFE) 1
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Good Faith Estimate — Yield Spread Premiums

1. What are YSPs?

2. Mortgage Brokers must disclose YSP
3. Mortgage Bankers do not disclose
4

. Why

= Secondary market exception
= Brokers scream = not level playing field
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Good Faith Estimate — Hypotheticals

Par interest rate = 6%
Total origination fee = $1,500

3 Possibilities

I. loan closes at par rate
$1,500 origination fee

Il. loan closes at 6.5% interest rate
$1,500 origination fee to lender
$2,000 YSP to mortgage broker

lil. loan closes below par at 5.5% rate
borrower charged $2,000 in discount points
K&L Gates e
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Good Faith Estimate — Page 2

Understanding
your estimated
settlement charges

K&L Gates Lip

Your Adjusted Originaticn Charges

1. Cur erigination charge
This charge is for gatting this loan for you.

1,500

2. Your credit or charge (points) for the specific interest rate chosen
The credit or charge for the intarest rate of [ 6| % iz included in
" Cur crigingtion charge.” See item 1 above.)
[] You receive a credit of §] | for this interest rate of [ | %.
Thiz credit reduces your settlement charges.
(] You payacharge of 8 |for this interest rate of[_| %.

This charge {points) increases your total settlament charges.

The tradecff table on page 3 shows that you can change your tatal
settlement charges by choosing a diffarant intarest rate far this loan.

Your Adjusted Origiration Changes

1,500
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Good Faith Estimate — Page 2

Understanding
your estimated
settlement charges

K&L Gates Lip

Your Adjusted Originaticn Charges

1. Cur erigination charge
This charge is for gatting this loan for you.

3,500

2. Your credit or charge (points) for the specific interest rate chosen

[] The credit ar charge for the interest rate of[___| % is included in
" Cur crigingtion charge.” See item 1 above.)

Thiz credit reduces your settlement charges.

(] You payacharge of 8 |for this interest rate of[_| %.

This charge {points) increases your total settlament charges.

The tradecff table on page 3 shows that you can change your tatal
settlement charges by choosing a diffarant intarest rate far this loan.

X] You receive a credit of $[ 2,000 for this interest rate of [ 65| %.

-2,000

Your Adjusted Origiration Changes

1,500

]
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Good Faith Estimate — Page 2

Understanding
your estimated
settlement charges

K&L Gates Lip

Your Adjusted Originaticn Charges

1. Cur erigination charge
This charge is for gatting this loan for you.

1,500

2. Your credit or charge (points) for the specific interest rate chosen

[] The credit ar charge for the interest rate of[___| % is included in
" Cur crigingtion charge.” See item 1 above.)

Thiz credit reduces your settlement charges.

[(X] ¥ou pay a charge of $[ 2,000 | for this interest rate of[5.5__| %.

This charge {points) increases your total settlament charges.

The tradecff table on page 3 shows that you can change your tatal
settlement charges by choosing a diffarant intarest rate far this loan.

] You receive a credit nfil:| for this interest rate of [ | %.

2,000

Your Adjusted Origiration Changes

3,500
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Good Faith Estimate — Litigation
A. December 19, 2008 NAMB sues HUD

1. Seek permanent injunction

2. Claimrule is

= arbitrary and capricious
= violates APA
= unlevel playing field = lower fees

B. July 2009

1. Court denies NAMB request for injunction

K&L Gates Lip
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Good Faith Estimate — Page 2

Some of these charges
can change at settlement.
See the top of page 3 for
maore Information.
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Your Charges for All Other Settlement Services

3. Required services that we select
These charges are for services we require to complete your settlement.
We will choose the providers of these semvices.
Service Charge $5,326.00
Appraisal/Credit Report $220/ $40
Tax Service/Flood Certification $54 / $12
Upfront Mortgage Insurance Premium $5,000.00
4. Title services and lender’s title insurance
This charge includes the services of a title or settlement agent, for $1,000.00
example, and title insurance to protect the lender, if required.
5. Owner’s title insurance
You may purchase an owner's title insurance policy to protect your interest $725.00
in the property.
4. Required services that you can shop for
These charges are for other services that are required to complets your
settlement. We can identify providers of these services or you can shop
tor them yourself. Our estimates for providing these services are below. $295.00
Service Charge
Survey $250
Pest Inspection $45
7. Government recording charges
These charges are for state and local fees to record your loan and $50.00
title documerts.
8. Transfer taxes $1.200.00

These charges are for state and local fees on mortgages and home sales.
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Good Faith Estimate — Page 2

9. Initial deposit for your escrow account
Th'ls charge is held in an escrow account to pay future recurring charges

ch:-ur properh,r and includes all property taxes, all insurance, $400.00
[ other| |.

10. Daily interest charges
This charge is for the daily interest on your loan from the day of your
settlement until the first day of the next maonth or the first day of your $39.00
normal mortgage payment cycle. This amount is $|m;}er day
for 1| days {if your settlement is

11.Homecowner's insurance
This charge is for the insurance you must buy for the property to protect

from a loss, such as fire. $650.00
Palicy Charge
ABC Insurance $650

B. Your Charges for All Other Settlement Services 9,685.00

+ B Total Estimated Settlement Charges ‘$ 11,185.00

ﬂﬂ Good Faith Estimate (HUD-GFE) 2
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Good Faith Estimate — Page 3

TOLERANCES

1. Epicenter of the Rule

2. Way HUD holds lenders’ feet to fire
3. Guts of the whole shindig

= accuracy
= clarity
= encourage shopping

K&L Gates Lip
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Good Faith Estimate — Page 3

TOLERANCES = 3 BUCKETS
A. Zero Tolerance
B. 10% Tolerance

C. No Tolerance

K&L Gates Lip
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Good Faith Estimate — Page 3

Instructions

Understanding This GFE estimates your settlement charges. At your settlement, you will receive a HUD-1, a form that lists your
actual costs. Compare the charges on the HUD-1 with the charges on this GFE. Charges can change if you select your
own provider and do not use the companies we identify. (See below for details.)

which charges
can change at

| These charges The total of these charges These charges
settlement cannot increase can increase up to 10% can change
at settlement: at settlement: at settlement:
» Our origination charge » Required services that we select = Required services that you can shop
) . for (if you do not use companies we
= Your credit or charge (points) for the || 4 Title services and lenders title identify)
specific interest rate chosen (after insurance (if we select them or
you lock in your interest rate) you use companies we identify) s Title services and lender’ title
. . insurance (if you do not use
= Your adjusted origination charges s Owner’s title insurance (if you use companies we identify)
(after you lock in your interest rate) companies we identify)
s Owner’s title insurance (if you do not
= Transfer taxes » Required services that you can use companies we identify)
shop for (if you use companies we o .
identify) s Initial deposit for your escrow
account

Government recording charges o
- 9 9 s Daily interest charges

s Homeowner's insurance
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Good Faith Estimate — Page 3

Using the
tradeoff table

K&L Gates Lip

In this GFE, we offered you this loan with a particular interest rate and estimated settlement charges. However:

= If you want to choose this same loan with lower settlement charges, then you will have a higher interest rate.
= [fyou want to choose this same loan with a lower interest rate, then you will have higher settlement charges.

If you would like to choose an available option, you must ask us for a new GFE.

Loan originators have the option to complete this table. Please ask for additional information if the table is not completed.

charges will be

Your initial loan amount $295,000.00 $ $

Your initial interest rate' 5.0 % % %

Your initial monthly amount owed $1,725.00 $ $

Change in the manthly amount owed from No change You will pay $ You will pay §

this GFE more every month less every month

Change in the amount you will pay at No change Your settlement charges | Your settlement

settlement with this interest rate will be reduced by charges will increase by
$

How much your total estimated settlement $11,185.00 % $

" For an adjustable rate loan, the comparisons above are for the initial interest rate before adjustments are made.
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Good Faith Estimate — Page 3

Using the
shopping chart

If your loan is

sold in the future You receive or the charges you paid at settlement.

K&L Gates Lip

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

Loan originator name

Loan 3 Loan 4

Initial loan amount

Loan term

Initial interest rate

Initial monthly amount owed

Rate lock period

Can interest rate rise?

Can loan balance rise?

Can monthly amount owed rise?

Prepayment penalty?

Balloon payment?

Some lenders may sell your loan after settlement. Any fees lenders receive in the future cannot change the loan

H[lﬂm Good Faith Estimate (HUD-GFE) 3
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Good Faith Estimate — So What?

1. What happens if lenders’ prices exceed
Tolerances?

2. Can they kill ya?
= No penalties under the Act
= 30 Day cure period contractual
= UDTP

K&L Gates Lip
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Good Faith Estimate - FAQs

= Lenderis bound by GFE provided to consumer by
mortgage broker

= Q: If the mortgage broker purports to permit a borrower to lock
In a rate, but the mortgage broker does not lock the rate with the
lender, what tolerances apply to origination charges?

= A: If the lender accepts the GFE issued by the mortgage broker,

the lender is subject to the loan terms and settlement charges.
A zero tolerance applies. Timely communication between the
lender and the mortgage broker is essential to assure
compliance.

K&L Gates Lip

24



K&L|GATES

Good Faith Estimate - FAQs

= Fees to be paid on behalf of the borrower by the seller
must be disclosed on the GFE

= Q: Ifatthe time a GFE is issued it is known that the seller will
pay settlement charges typically paid by the borrower, how are
the charges disclosed on the GFE?

= A: All charges typically paid by the borrower must be disclosed
on the GFE regardless of whether the charges will be paid for by
the borrower, seller, or other party.

K&L Gates Lip
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Good Faith Estimate — FAQs (cont’d)

= Q: If aseller typically pays for the Block 5, “Owner’s
title insurance,” does the charge still have to be
shown on the GFE?

= A: Yes, an estimate of the cost must be shown In
Block 5, “Owner’s title insurance,” for all purchase
transactions regardless of who Is selecting or paying
for it.

K&L Gates Lip
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Good Faith Estimate - FAQs

= A written list of settlement service providers must be
provided to the consumer

= Q: When do loan originators have to provide the borrower with
a written list of identified providers?

= A: When a loan originator permits a borrower to shop for third-
party settlement services, the loan originator must provide the
borrower with a written list of settlement service providers at the
time of the GFE, on a separate sheet of paper.

K&L Gates Lip
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Good Faith Estimate — FAQs (cont’d)

= Q: If a mortgage broker provides the GFE and the
“written list” of settlement service providers and the
borrower chooses to use a provider identified on the
“written list” for a service, is the lender subject to
tolerances for those services?

= A: Yes, if the lender permits a mortgage broker to
Issue the GFE and the “written list” of providers, the
lender is subject to the tolerances for the services In
which the borrower chooses to use the identified
provider.

K&L Gates Lip

28



K&L|GATES

Good Faith Estimate - FAQs

= Origination charges and title insurance fees are each
disclosed as single, bundled charges

= Q: Where should fees such as the loan originator’s processing
fee, underwriting fee, and wire transfer fee be disclosed on the
GFE?

= A: All origination charges for lenders and mortgage brokers,
iIncluding fees for administrative and processing services, are
included in the charge in Block 1 of the GFE, “Our origination
charge,” and should not be itemized separately.

K&L Gates Lip
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Good Faith Estimate — FAQs (cont’d)

= Q: Where should the quote for the Lender’s title
Insurance policy premium be disclosed on the GFE?

= A: The Lender’s title insurance premium is part of
Block 4, “Title services and lender’s title insurance,”
on the GFE, along with any fees for title searches,
examinations, endorsements and all charges
associated with the title services and settlement
(closing) agent services.

K&L Gates Lip
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HUD-1 Settlement Statement

1. Final settlement figures

2. HUD seeks simplicity but turns 2 page
Settlement Statement into 3

3. All settlement service providers critical of
proposed March 2008 HUD-1

K&L Gates Lip
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HUD-1 Settlement Statement — HUD Listens

1. Realtors rewarded with synchronized HUD-1
that matches up with GFE

2. Title companies thrilled to see Closing Script

withdrawn, but still have to show premium split
between underwriter and agent

K&L Gates Lip
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HUD-1 Settlement Statement — Page 1
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T

£ [l
= Ml "<
g, e

s s

Type of Loan

OME Agproval Mo, 2502-0265

A. Settlement Statement (HUD-1)

1.|:| FHA z.l:l RHS 3.|:| Canw Urins.
4.|:| W s.I:I Carw. Ins.

[ File MumEar:

7. Loen Numbar,

. Miortgags Ineurencs Case Mumbar:

©. Nata: Ths form is fumished t= give you = staement of
o

a=tual sertlernant coats. Ameunts peid to and by the ssttiemant sgent ere shown, [ems marked
wara paid sutsids tha closing: thay 2n shawn hers far infarmationsl purposas snd ars et indudad in tha ttels

. Nama & Address of Barmowsr:

E. Mama 2 Address of Sallar:

F.Nams 8 Adoress of Lardar:

. Proparty Locshion:

A Sattlamart Agare:

I Settlarmert Data:

Fleca of Setdament:

1. Summary of Bormower's Transacti

K. Summary of Seller’

rarmact

100. Gross Amount Dus from Borrowsr

400. Gross Amount Dus to Seller

101, Contredt sslus price

#01, Controct selas price.

102, Parzonal property

FZ. Poronal property

103. Saramant charges to borrowar ilina 14004 403,

Taa 04

105. 405,

itams paid by cellor in_advancs For tems paid by seller in advance

04, Cityd towr Tmnas ta 404, Tty town tamat. o
157 Cory texas o T Coury e =
—— o 00 Aasasmrarss -
109, 409,

110, 410,

111, 411,

e iz

120. Gross Amount Dus from Borrowsr

200, by or in Behalf of Borrowser

301 Depomit cor ornas mensy

302, Principal amount of naw koanis) 502, Satflamant charges to sdlar (lins 14001
203, Existing loanis) taken subjoctto 503, Existing loands) taken subjoct to

204, 504, PayH of first mortgage keen

205, 505 PaycH of sacond mortgage loan
[=2=_Seller credit for fransfer taxes 1,200.00 £ s 1,200.00
7. 507.

208, 508,

209, 509.

Ad For Rame unpaid by coller Adjustments for Reme unpaid by coller

S0 Cigion e TG oo e e

211, Courty taxas ta 511. Courty taxas ta

212, Assassmants. to 512, Assassmants to

213. 513.

Sia wia

=5 wis

214, 514,

217 517.

214. 514.

EI 6D

220. Tatal Paid byffor Barrowsr

520. Total Reduction Amount Dus Seller

300, Cash at Settlement from/to Borrowar

600. Cosh at Settkment taffrom Seller

301 Gross amount dus frem borowar (lns 1201

dua 1o saller fline 420}

&01. Gross amount
&0Z. Lose. i

in emount dae seller fine 520 T il

302, Loz amounts paid byfor Tire 2200

202, Cash l:l From l:lrn Borrowsr

602, Cash

l:ln l:lFm-Snlur

The Public Reporting Burden for this collection of information is estimated 2t 25 minutes per response for collecting, reviewing, and
reporting the data. This agency may not collect this information, and you are not required to complete this form, unless it displays a
currently valid ©MB control numbeer. Mo confidentiality is assured; this disclosure is mandatory. This is designed to provide the parties to
a RESFA covered trarsaction with infermation during the settlement process.

Previous edincns are obsclets

Pags1af 2

HUE-1
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HUD-1 Settlement Statement — Page 2

700. Total Real Estate Broker Fees S S
Division of commission (line 700) as follows: Borrower's Seller’s
Funds at Funds at
701. & 9,000 to RE Broker #1 Setlement Settlement
702. § 9,000 to  RE Broker #2
702 Commission paid at setlement 16,000.00
704. Earnest money deposit held by RE Broker #2 $2,000 P.O.C.
800. ltems Payable in Connection with Loan
801. Cur onigination charge ABC Broker/XYZ Mortgage $ 3,500  (from GFE#1)
802, Your credit or charge (points) for the spedfic interest rate chosen $ -2,000  (from GFE £2)
803, Your adjusted origination charges ~ ABC Broker/XYZ Mortgage {from GFE 4) $1,500.00
804. Appraisal feeto  Appraisal America (from GFE £3) $450.00
805. Creditreportto  Credit Report Co. (from GFE £3) $40.00
806, Tax service to Tax Service USA (frorm GFE £3) $76.00
807. Flood certification Flood Certification, Inc. (from GFE £3) $12.00
808,
900. Items Required by Lender to Be Paid in Advance
F01. Daily interest charges from 10/8 t210/31@ $39.00/ day (from GFE £10) $897.00
902, Mortgage insurance premium  for 12 months to FHA (from GFE £3) $5,000.00
203, Homeowners insurance for 1 yearsto ABC Insurance (frem GFE £11) $600.00
F04.
1000. Reserves Deposited with Lender
1001. Initial deposit for your escrow account {from GFE £5) $512.00
1002. Homeownersinsurance 1 monthe @ $ 50.00 permonth $  50.00
1003. Mortgage insurance 1 meonths @$130.00 permeonth % 130.00
1004, Property taxes 3 months @ $166.00 permonth $  498.00
1005. manths @ & permenth  $
1004, months @ § perrmonth  §
1007. Aggregate Adjustment - 166.00

K&L Gates Lip
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HUD-1 Settlement Statement — Page 2

1100. Title Charges

1101. Title senices and lenders title insurance  ABC Title (frormn GFE #4) $2,110.00

1102. Settlernent or closing f== ABC Title $ $125.00
1103, Owners title insurance ABC Title/Underwriter (frorn GFE £5) $900.00

1104. Lenders tifle ireurance ABC Title/Underwriter % 175.00

1105, Lenders title policy limit § 295,000
1106, Cwnert title policy limit & 300,000

1107. Agent's portion of the total title insurance premium % 860.00

1108, Underwriter's portion of the total title insurance premium $ 215.00

1200. Govemment Recording and Transfer Charges

1201. Government recording charges (from GFE £7) $55.00

1202. Deed § 25.00 Mortgage $ 30.00 Releases & 15.00 $15.00
1203. Trarsfer taxes (from GFE £8) $1,200.00|  $1,200.00
1204. City/County tax/stamps ~ Deed$  600.00 Mortgage $  600.00

1205. State tax/stamps Deed$  600.00 Mortgage & 600.00

1206,

1300. Additional Settlement Charges

1301. Required senices that you can shop for (from GFE #4) $270.00

1302. Survey to XYZ Survey Co. $ 225.00

1302, Pest Inspection to Bug-B-Gone % 45.00

1304. Home Warranty to Home Warranty USA $300.00

1305

1400 TooSetment Charge rtron s 105, Secion Jora 50z Seciom) - ICECI MG

Pravious editions are obsolete Page 2of 3 HUD-1

K&L Gates Lip
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HUD-1 Settlement Statement — Page 3

Comparison of Good Faith Estimate (GFE) and HUD-1 Charges Good Faith Estimate HUD-1
Charges That Cannot Increase HUD-1 Line Number
Our crigination charge # 801 $3,500.00 $3,500.00
Your aredit or charge (poirts) for the specific interest rate chosen  # B02 $-2,000.00 $-2,000.00
Your adjusted crigination charges # 803 $1,500.00 $1,500.00
Trarefer taxes #1203 $1,200.00 $1,200.00
Charges That in Total Cannot Increase More Than 10% Good Faith Estimate HUD-1
Government recording charges #1201 $50.00 $55.00
Appraisal ¥ 804 $220.00 $450.00
Credit Report # 805 $40.00 $40.00
Tax Service Fee # 806 $54.00 $76.00
Flood Certification # 807 $12.00 $12.00
Upfront Mortgage Insurance # 902 $5,000.00 $5,000.00
Title Services — Lender’s Insurance #1101 $1,000.00 $2,110.00
Owner’s Title Insurance #1103 $725.00 $900.00
Total $7,101.00 | $8,643.00
S0 o 2T %
Charges That Can Change Good Faith Estimate HUD-1
Initial deposit for your escrow account #1001 $400.00 $512.00
Daily interest charges # 901 $ 39.00/day $39.00 $897.00
Homeowner's insurance # 903 $650.00 $600.00
Survey #1302 $250.00 $225.00
Pest Inspection #1303 $45.00 $45.00
#

K&L Gates Lip
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HUD-1 Settlement Statement — Page 3

Loan Terms

Your initial loan amountis £295,000.00

Your loan term is 30 years

Your initial interest rate is 5 %

Your initial monthly amount owed for principal, interest, and & 1,72500 includes

and any mortgage insurance is V1 Principal
m Interest
[V Mertgage Insurance

Can your interest rate rise? [ Mo [es, it can rise to a maximum of %. The first change will be
on and can change again every after

. Bvery change date, your interest rate can increase or decrease
=0 6. Creer the life of the loan, your interest rate is guaranteed to never be
lower than % or higher than F

Ewven ifyou make payments on time, can your loan balance rize? Meo. [ ¥es, it can rise to a maximum of §
Ewen if you make payments on time, can your monthly [ Mo [ves, the firstincrease can be an and the monthly amount
amount owed for principal, imterest, and mortgage insurance rise? owed can rise to $

The maximum it can sver rise to is §

Dioes your loan have a prepayment penalty? [ mo. [ ves, yeur maxirmum prepayment penalty is $1,318.00 '
Does your loan have a balloon payment? ] Me. [es, you have a balloon payment of & due in
years on
Total momnthly amount owed induding escrow account payments [ You do not have a monthly escrow payment for items, such as property

taxes and homeowners insurance. You must pay these items directly yourself.
[/] You have an additional monthly escrow payment of $346.00

that results in a total initial monthly ameount owed of & 2,071.00 . Thisincludes
principal, interest, any mortgage insurance and any items checked below:

¥ Property taxes [V] Homeowners insurance

[ Flaed insurance 1

] [

Mote: If you have any questions about the Settlement Charges and Loan Terms listed on this form, please contact your lender.

Pravious editions are chsclete Page 3 of 3 HUC-1
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HUD-1 Settlement Statement - FAQs

= |f afeeis disclosed on the GFE, but the seller pays it on
behalf of the borrower, the fee is still disclosed in the
borrower’s column on the HUD-1

= Q: What if at closing the seller is paying for a settlement service
that was listed on the GFE, such as the Owner’s title insurance
policy? How is this shown on the HUD-1?

= A: If the seller is paying for a service that was on the GFE, such
as Owner’s title insurance, the charge remains in the borrower’s
column on the HUD-1. A credit from the seller to the borrower to
offset the charge should be listed on the first page of the HUD-1
In Lines 204-209 and Lines 506-509 respectively.

K&L Gates Lip
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HUD-1 Settlement Statement - FAQs

= Real estate commission percentages are no longer
disclosed

= Q: Where do I put the percentage of commission to the real
estate agents on the HUD-1?

= A: The percentage used to compute the sales commission has
been removed from the HUD-1 to better reflect current practices
In the real estate industry. The total amount of the commission
to each real estate broker or agent must be shown on Lines 701
and 702. The amount of the commissions disbursed at
settlement must be shown inside the columns on Line 703.
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HUD-1 Settlement Statement - FAQs

= “Title services” fees paid to third parties must be
Included in the bundled fee, but also separately itemized

= Q: Where do I put the charge for the title commitment on the
HUD-1?

= A: The term “title services” is defined to include any service

involved in the preparation and issuance of the title commitment.

On the HUD-1, the charge to the borrower for title services,
iIncluding the charge for services related to the title commitment,
must be included in the total in the borrower’s column on Line
1101. If a third party prepares and issues the title commitment,
the disbursement for this services also must be itemized outside

the columns on a blank line in the 1100 series.

K&L Gates Lip
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HUD-1 Settlement Statement - FAQs

= Lenders must provide settlement agents with the
information to complete the HUD-1, including page 3

= Q: How do settlement agents get the information to prepare
page 3 of the HUD-1? Do they have to search through all of the
loan documents to get this information?

= A: The lender is required to transmit the information necessary
to complete the HUD-1. The instructions for completing the
HUD-1 state that the lender must provide information to the
settlement agent in a format that permits the settlement agent to
simply enter the necessary information to complete the loan
terms section on page 3 of the HUD-1 without having to refer to
the loan documents.
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41



K&L|GATES

Summary — FAQs

= 3 Primary Lender Concerns:

= Mortgage broker’'s GFE is binding

= All borrower costs must be disclosed on GFE, even if
paid by seller or another party

= |ender is responsible for giving closing agent the
Information to complete the HUD-1

K&L Gates Lip
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Summary — FAQs (cont’d)

= 3 Primary Title/Closing Agent Concerns:

= Seller-paid fees disclosed on the GFE are disclosed
In borrower’s column on HUD-1

= Bundled/partial itemization of title-related fees

= New methods for disclosure of origination charges,
real estate commission, and title insurance premium
splits

K&L Gates Lip
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Average Charges

1. What's that all about?

2. Settlement Service Providers getting killed by class
action lawsuits

3. March 2008 rule allowed only lenders to use
average charges

4. Final rule permits all settlement service providers
opportunities to use average charges
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Effective Dates

1. New GFE and HUD-1 forms go into effect
January 1, 2010

2. Average Charges went into effect
January 16, 2009
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Conclusion

1. HUD did a decent job of providing more
transparency and clarity to settlement process
likely to encourage greater consumer shopping

2. Despite MBA and other financial institutions’
attempts to get HUD or Congress to scrap the
rule, HUD is committed to the January 1, 2010
effective date

3. Lots of changes — Expect the unexpected
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46



