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What We Are Going to Cover

>Main components of final RESPA rule
* Providing a Quote to an Originator
* How the new 3-page HUD-1
Settlement Statement is prepared in
conjunction with the new 3-page
Good Faith Estimate (GFE)

* Tolerance limitations on settlement
charges
» Suggested list of providers
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Loan Origination

>At the time the GFE is given to the
borrowers the Originator must provide

a list of title service providers.

« If you are on the Originator’s list, the
Lender is held to a 10% tolerance with
the fees quoted on the GFE

« If the borrower selects your agency
independently, the Lender is not held to
those tolerances.
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Tolerance Buckets

3 Zero tolerance
+ Origination fees
» Transfer taxes
2>10% tolerance
* Lender selected providers
 Lender suggested providers
3 No tolerance restrictions
» Consumer selected providers
* Interest and reserves
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Communication with Originator

> Originators are asking for either a blanket quote
that they can use for all files with your company
or an individual quote for each files.

> Contact your originators now to determine which
method they intend on using.
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New Definition of Title Services

3 RESPA defines Title Services as “Any
service involved in the provision of title
insurance including but not limited to:

« Title Exam and Evaluation

* Prep & Issuance of Commitment

* Prep & Issuance of Policies ...AND

« All Administrative & Processing Services
required to perform these functions”

* e.g. document delivery, preparation &
copying, wiring fees, notary fees, etc.
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Blanket Quote

Settlement Service Charge (1) S

Abstract Included in Premium Fee
Title Examination Included in Premium Fee
Binder Fee Included in Premium Fee
Document Preparation TBD

Premium (2) See Rate Schedule
Standard PA Endorsements (3) | $150

Closing Service Letter $75

(1) Includes settlement fee. notary. wire. email doc fee. courier
costs. tax certifications.

(2) Premium is determined based on length of time since the
last institutional mortgage was recorded.

(3) Includes Standard PA Endorsements 100, 300. 8.1-06
(900). Additional endorsements are available — PUD,
Adjustable Rate, etc. See rate filing for costs
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Missing from Blanket Quote

> Recording Fees
+ Held to a 10% tolerance
« |f originator does not know the number of pages for
the mortgage, calculate at 25 pages
+ Each county is different — how are you
communicating these differences to the originator?
> Transfer Tax
+ Held to a 0% tolerance

+ Calculation is different for each county and in some
situations, townships within the county — information
you don’t have until the search is complete.
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GFE Changed Circumstances
> Acts of God, war, disaster or other emergency
2 Information about the borrower or transaction
that changes or is found to be inaccurate after
issuance of GFE

. ﬁ credit quality, loan amount, property value or
other information

> New information not previously relied upon
> Other circumstances
+ e.g. boundary disputes, required flood insurance,
environmental problems
2 If changed circumstances affect settlement costs
or borrower’s eligibility for loan:
+ Loan originator may provide a revised GFE
» Revised GFE may reflect only the increased changes
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Individual Quote

INITIAL TITLE CHARGES QUOTE SHEET

RE: 1414 Mocking Bird Lane. Spooky. Pa 19000
Thomas Jones and Shirley Jones. husband and wife

Our File: NEW
Your File #:

To Whom It May Concern:
SALES PRICE:
LOAN AMOUNT:

LENDERS TITLE PREMIUM-reissue
ENDORSEMENTS: 100. 300, 900

DATE: 12/15/09

OTHER ENDORSEMENTS:
OUT OF OFFICE CLOSING FEE: $150.00
NOTARY FEE: $25.00
OVERNIGHT FEES: $20.00
WIRE FEE $12.00
TAX COLLECTOR CERT. CHARGES ~ $55.00
CSL/ISL FEE: $75.00
DOC PREPERATION FEE $
OTHER: $
OTHER: $
TOTAL $1.484.88 GFE Blocl
OWNERS TITLE PREMIUM: $450.00 GFE Blocl
RECORDING FEE: $180.00 GFE Block # 7

BUYERS PORTION OF TRANSFER TAX: $2.500.00

GFE Block # §

IF THE SALES PRICE OR LOAN CHANGES IN ANY WAY. THE ABOVE

INFORMATION IS NULL

AND VOID.
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Breakdown of Title Insurance

> The difference between the lender policy and the owner’s policy now
needs to be calculated and broken down. (Figures below do not
include Endorsements or CSL Fees)

Loan
Purchase Greater
Price than
Greater | Purchase Cash
than Loan Price Purchase
Loan Amount 150,000 250,000 $0.00
Purchase Price 250,000 150,000 | $250,000
Lender's Amount (1101) 997.88 1,447.88 -
Owner's Amount (1103) 450.00 | $ - 1,447.88
Reissue Rate Total 1,447.88 | $1,447.88 1,447.88
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HUD-1 Settlement Statement —
Page 2 (Page 1 has minimal changes)

HUD - 700 Section

700. Total Real Estate Broker Fees Paid From Paid From
Division of Commission (line 700) as follows: Borrower's seller's
701_57,500.00 to REMAX CLASSIC Funds at Funds at
702._$7,500.00 to ROBIN KEMVERER ASSOC ttlement Settlement
703_Commission paid at seftiement 15,000.00]
704._BRORER SERVICE FEE 1o REMAX 52500
705 BROKER SERVICE FEE to ROBIN KEMVERER 75000
705_CERTIFICATION FEES to ROBIN KEMVERER 55.00|
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HUD 800 Section

800._Items Payable In Connection With Loan

501_Our onigination charge: $1,000.00 from GFE #1)

B02__Your credi or charge (points) for he speciic imterest rate chosen _ 52,000.00 from GFE #2)

503__Your adjusted origination charges © from GFE A)

B04_Appraisalfes o ABC APPRAISAL from GFE 3]

505._Credit report to ORCREDCO from GFE #3)

§06._Tax service 1o ORTAXSERV. from GFE #3)

807_Flood cerication o ORTRIS from GFE #3)

508 © from GFE 3) |

GFE Sections 1,2, Aand 3

1. Our orgination charge
This charge s for gtting this oan for you.

s1.00000

2. Your credi or charge (pints) or the speciic nterest ate chosen

] e cretorcrarge forthe mtres et %15 k0
“Ourongnaton e (S0 fom 1 s
Vourscomacdtols  forthamerstrasol %

Thiscrait edtuces your setement charges.
You pay a charge of $2000.00 for i eret rae of 5 5550%.
This charge (poinis) ncreases your tfal setement chages

setlement charges by choosing a diferet nlerost rale o this oan.

3. Required services that we select

Wo wil chooso the providersoftheso sovces.

Service Charge
appraal S30000
ot opot 51500
facsorvce o0 S50
Toogcutfos 500 11500
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HUD-1 900 section
900._Items Required By Lender To Be Paid In Advance
S01._Daily interest charges from 01/10/2010 to 01/31/2010 @ $27.6200/day _(from GFE #10] 580.02]
S02._Mortgage insurance premium months to (from GFE #3)
903._Homeowner's insurance for 12 months to USAA (from GFE #11 1,111.00
504 months to (from GFE #11
GFE Sections 10 and 11
0. 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 month or the first day of your
normal mortgage payment cycle. This amount is §| 2762 r day
days (if your settlement is 0171072010 ) $580.02
1. Homeowner's insurance
This charge is for the insurance you must buy for the property to protect
from a loss, such as fire.
Service Charge
usaa [51,111.00 §1,111.00
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HUD-1 1000 section
1000 Reserves Deposited With Lender
1001 Itial deposit for your escrow account {from GFE #9) 1,345 16]|
1002 Homeowner's insurance 2 months @ __92.58/month__ $185.16
1003 Morigage insurance months @ month
1004 Property taxes 2 months @ __ 25.00/month_$50.00
005 COUNTY TAXES Zmonths @ __55.00/month__$110.00
1006 SCHOOL TAXES 10 months @ _ 250.00/month__$2,500.00
1007 Aggregate Adjustment §-1,500.00
GFE Section 9
9. Initial deposit for your escrow account
This charge is held in an escrow account to pay future recurring charges
on your property and includes all property taxes, all insurance,
and other . $1,345.16
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HUD-1 1100 section

1100. Title Charges

TT01_ Tille services and lenders tile msurance. {from GFE #4)

TR

1102. Settlement or closing fee t0 1234 CLOSING COMPANY 150.00

1103. Owner's title insurance (from GFE #5)

450,00}

TT03_ Lenders Ue nsurance T

1105. Lender's fitle policy limit $150,000.00

1106. Owner's fitle policy limit $250,000.00

[ 7707 Agents portion of e Total tile imsurance premmum TIR19

1108. Underwriter's portion of the total title insurance pramium 314.68

1109 NOTARY FEE to KRIS KRINGLE S50

00|

GFE Sections 4 and 5

4.

itle services and lender’s title insurance
This charge includes the services of a title or settlement agent, for
example, and title insurance to protect the lender, if required.

51,484 88

@

. Owner's title insurance
You may purchase an owner's title insurance policy to protect your
interest in the property.
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$450.00

HUD-1 1200 section

1200. Goverment Recording and Transfer Charges

1201 Government recording charges {from GFE #7)

T50.00]

1202 Deed $55.00 Morigage $125 00 Release $75.00

75.00)

T203_Transter taxes {fom GFE #5)

2,500.00]

1204. City/County taxstamps Deed $2,500.00 Mortgage §2,500.00

1205, State taxistamps Deed S Morigage §

2500.00)

1206 Deed s Mortgage §

GFE Section 7 and 8

7. Government recording charges
These charges are for state and local fees to record your loan and
title documents.

5180.00

8. Transfer taxes

These charges are for state and local fees on mertgages and home sales. ||$2,500.00
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HUD-1 1300 section

1300, Additional Settlement Charges
1301 Required services that you can shop for {from GFE #6) 526.00)
1302. PEST INSPECTION to BUG OUT EXTERMINATERS 330.0(
1303. HEATER WORK to CHILLY WILLY HEATING 500.0
1304 CAPITAL CONTRIB FEE to HOLY COW COMM. ASSN. 1,500.00]
1305_CREDIT CARD PAYMENT o WE CHEAT 'EM FINANCIAL 525.00}
1306. SURVEY to UP THE LANE S_$526.00
GFE Section 6
6. Required services that you can shop for
These charges are for other services that are required to complete your
settlement. We can identify providers of these services or you can shop
for them yourself. Qur estimates for providing these services are below.
Service Charge
SURVEY [$526.00 $526.00
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HUD-1 Settlement Statement — Page 3

“Zero” Tolerance Compa
Comparison of Good Faith Estimate (GFE) and HUD 1 Charges Good Faith Estimate HUDT
Charges That Cannot increase HUD1 Line Number
‘Our onigination charge 801 1,000.00 7,000.00
Your credit or charge (points) for the specific interest rate chosen 802 2,000.00 2,000.00
Your adjusted origination charges’ 803 3,000.00 3,000.00
Transfer taxes 1203 2,500.00 2,500.00
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HUD-1 Settlement Statement — Page 3

“10%” Aggregate Tolerance

Charges That in Total Cannot Increase More Than 10% ‘Good Faith Estimate HUD-1
/ermment recording cf 1201 780,00 780,00
Appraisal fee 504 30000] 30000
Credit report. 805 500 7500
Taxsenvice 806 9500 500
Flood certiication 507 500 500
Till services and lender’s e imsurance o1 733488 733488
SURVEY T306 5% 5%00

[______zasse[  adsoes]
£ o S0000%
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When the GFE Doesn’t Match the HUD-1

“10%” Aggregate Tolerance

Charges That in Total Cannot Increase More Than 10% Good Faith Estimate HUD-1
Government recording charges 1201 180.00 180.00
Appraisal fee 804 300.00 300.00
Credit report 805 5.00 T5.00
Tax service 06 %00 00
Flood certfication 807 00 00
Title services and lender’s title insurance 1101 2,500.00 1,595.75.
SURVEY 1306 526.00 526.00
3621.00] 271675
000 or 0.0000%
Charges That in Total Cannot Increase More Than 10% Good Faith Estimate HUD-T
Government recording charges- 1201 180.00 180.00
Appraisal fes 508 30000 30000
Credit report 805 15.00 15.00
Tax service 806 95.00 95.00
Flood certification 807 5.00 5.00
Title services and lender’s title insurance 1101 1,000.00 1,595.75
SURVEY. 306 55600 5600
[ omro] ___ 271675]
Increase between GFE and HUI $595.75 or 28.0882%
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HUD-1 Settlement Statement — Page 3

Loan Terms
Nour il loan amovet s $16000000
Nourloan ermis 0years
Vour il toret o 55500
et
and any morgage mseanco s

Gan your nerot ato =)
it
Every chan %
ver th i
an
e, canyour =]
Even fyou make paymentson tme, can your montly canbeon 1 1 and the monthy
 terost, and morigage amount
‘‘‘‘‘‘‘‘‘‘‘‘ The ma s
Doss yourToan Fave a prepayment praly? [T LT vos.your i propayment penaty 5.
Do you oan Fave 3 Ao payment? [IXINo. L] ¥es.vouhave a ballon payment of s dus
wson 7 1

HEEER
i588|8

payments. [ v
monthly escrow payment of $422 80
monthly amountowed of $1.279.92. This incudes
[P [ o
(i O
(] a

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

FAQ’s
3 Use the new HUD-1 when originator uses
new GFE.
> Still may be using old HUD-1 in
January, February and March if the
loans that originated in December
don’t close until 2010.
3 Can still use old HUD-1 on cash and
commercial transactions
22 Loans, 2 HUD-1s
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FAQ’s

>Lender has 30 days to cure
tolerance issues

>Lender may or may not ask you to
issue the credit to the borrower or
prepare a revised HUD-1
> Do not stop closing if there is a
tolerance issue
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Cost of Compliance

>Implementation - $170 million
*» $62 million - software
* $37 million — legal
* $71 million — training
>Annual expense
* Lending and title industry - $918
million per year
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RESPA Q&A

If the lender provides a list of
settlement service providers and
the Borrower picks one, is the
lender subject to the tolerances?

Answer: Yes.
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RESPA Q&A

> If an attorney prepares the loan
documents for the lender where is
the fee shown?
* GFE — Block 1 along with all
other origination charges.

« HUD1 — A part of 801 and rolled
into 803.
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RESPA Q&A

Who will determine if the tolerance is
exceeded?

Answer: The settlement agent completes
the HUD-1. It is the lender’s responsibility
to rectify the tolerance violation. If the cure
is done pre-closing, the lender would send
the revised figures to the settlement agent
or the lender has 30 days post-closing to
cure.
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RESPA Q&A

If the lender issues a tolerance
violation refund, must the HUD-1 be
reissued to reflect the refund?

Answer: No. However, it is likely that
lenders will require an updated HUD-
1 showing the cure.
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RESPA Q&A

Can the lender issue a new GFE at closing to
match the HUD-1?

Answer: No. Not unless a “material change” has
occurred.

Is it 0.k. if the tolerances decrease by more than
10%?

Answer: Yes. The lender may estimate high on
the GFE.
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RESPA Q&A

Can the settlement agent charge for preparing a revised
HUD-1 if the tolerance is exceeded?

Answer: We are seeking clarification from HUD on this
point.

What if the lender asks the settlement agent to reduce a
fee to stay within the tolerances?

Answer: The violation would shift from a Section 5
violation for lender to a Section 8 violation for the lender
and settlement agent.

©2010 Old Republic Title — Teaching Materials — Not Legal Advice

RESPA Q&A

Why must the premium split between the agent
and underwriter be shown?

Answer: HUD believes all 3 party charges
should be delineated on the HUD-1.

What if the settlement agent doesn’t know the
split between the title agent and the underwriter?

Answer: The settlement agent must obtain it.
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RESPA Q&A

Where do items such as settlement
service providers’ document preparation,
wire fees, notary, etc. appear?

Answer: These fees are included in the
Line 1101 total and are not separately set
forth on the HUD-1 unless they are paid to
a 3" party provider.
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RESPA Q&A

Must a revised HUD-1 be signed by
the Borrower?

Answer: HUD does not require the
Borrower’s signature on either HUD-1
or HUD-1A. However, the lender
and/or state law may require it to be
signed.
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RESPA Q&A

If recording fees are $100 on the GFE
and $200 on the HUD-1, is the lender
responsible?

Answer: It is 10% of the total charges
in the 10% category (aggregate). The
excess recording charges may be
offset by decreases in other charges
in the 10% category.
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RESPA Q&A

If the lender fails to show or shows the transfer tax
incorrectly on the GFE, is the lender responsible for
any refund?

Answer: Yes. The lender is responsible.

If a government entity changes its transfer taxes after
the GFE is issued but before the HUD-1 is issued,
what happens?

Answer: If the transfer tax increased, the lender can
revise the GFE because of a “material change”, which
constitutes a change in circumstances.
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RESPA Q&A

Where would outside attorney’s fees be
shown on the HUD-1?

Answer: If the attorney is the settlement agent,
then the fee should be included in Line 1101. If
the attorney is 3 party engaged by settlement
agent, then itemized in 1100s (outside the
column) and included in Line 1101 total. If the
attorney is engaged by the Borrower, then put in
the miscellaneous 1109 inside the Borrower’s
column.
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RESPA Q&A

If a real estate agent charges an
administrative fee in addition to the
commission, where should it be shown on
the HUD-1?

Answer: It should be recorded on an
additional line in the 700 section, inside
the Borrower’s or Seller’s column (as
appropriate) and included in the
commissions disbursed at closing.

RESPA Q&A

Is the Seller entitled to see the 3 page of
the HUD-1 form?

Answer: RESPA says the Seller’'s and
borrower's HUD-1’s can be separated but
aren’t required to be.

Does the new Rule conflict with FHA’s
prohibition against lumping fees together?
Answer: Yes. Expect additional guidance
from FHA.
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