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HOMEOWNERSHIP
AGENDA

« Clarify key requirements that have created the most
Industry discussion

* Provide examples of loan scenarios

« Clarify additional FAQs

e Questions



HOMEOWNERSHIP

Clarify Key Requirements of Regulation
e Delivery of GFE

* |Important Dates
* Disclosing Fees
 Changed Circumstance

« The HUD-1
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HOMEOWNERSHIP
Delivery of the GFE

* The initial GFE distributed by any loan originator in a transaction
becomes the binding GFE

— Lenders will be accountable for mortgage broker's GFE

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

— Mortgage bankers (non-table funded) are responsible for the
GFE through HUD-1 compliance
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Delivery of GFE

e Service Providers

— If no service providers are listed, then it is assumed the customer could
not shop and fees will be bound by tolerances

— Lenders are responsible for fee requirements listed by their loan officers
or the broker

— Although the listing of a service provider is considered a referral, without
a “thing of value” and an agreement or understanding, there is no
violation of RESPA Section 8

— Additional disclosure may be added to the list stating that the originator
IS not endorsing the service providers

— Lenders may list their affiliate as the only service provider, but must
distribute AfBA disclosure >
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Important Dates
* The “interest rate” and “other settlement charges” dates are independent of
each other

o Atlock, an updated GFE must be issued with “Important Dates” sections
updated. Line 4 may contain “N/A” at this point.

Important dates 1. The interest rate for this GFE is available through | January 1,2010 | After this time, the interest

rate, some of your loan Origination Charges, and the monthly payment shown below can change until you
lock your interest rate.

FLOAT ‘ 2.Thisestimateforallothersettlementchargesisavailablethrough| January 15, 2010 |

3. After you lock your interest rate, you must go to settlement within | 30 |days (your rate lock
period) to receive the locked interest rate.
4. You must lock the interest rate at Ieast‘ 15 ‘ days before settlement.
Important dates 1. The interest rate for this GFE is available through | January 31, 2010 | After this time, the interest

rate, some of your locan Origination Charges, and the monthly payment shown below can change until you
lock your interest rate.

2. This estimate for all other settlement charges is available through January 15, 2010
LOCK g d | ‘
3. After you lock your interest rate, you must go to settlement within | 30 ‘days (your rate lock
period) to receive the locked interest rate.
4. You must lock the interest rate at least| N/A | days before settlement.
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GFE page 2

ur Adjusted Origination Charges

1. Our origination charge
This charge is for getting this loan for yvou.

2. Your credit or charge (points) for the specific interest rate chosen
[ Tha cedit or charge for the intaerest rate of[ ] 24 is includad in
T Our origination charge.” (Scoe iterm 1 alkbowe.)
[ wvourecive a credit of 5[ ] for this interest rate of [ ] @4
lhis credit reduces vour settlerment charges.
] voupasy a charge of $ for this intorest rate of =)
Thiz charge (oints) increases your total settlermant charges.

|l he tradeoff takble on mage 3 showvs that you can change wour total
settlerment chiarges by choosimng a differsnt interest rate for this laaim.

Your Adjusted Origination Charges £

Your Charges for All Other Settlement Services

es that vwe select
Fares [oar csesrd S e rescyuaires Lox
of thhaese servics

sesrTapslexlex wesiar sexlllesrtiexrl

Tharge

4. Title services and lender’s title insurance
This charge includes the services of a title or settlermeant agent, for
exarmizl e, andd title insurarnce to protect the lendern if reguired.

5. Owner’s title insurance

You rmay purchase an owner's title insurance policy to protect yvour intsrest
in the propaertyn

& e cmn shops for
P gt N el 5 et =
“Aes S
LFaes e e Lar e e P

Servio e
7. Government recording charges

ThHeoee charces are for aotate amal | ocal foos to recoral ywour | oam =

title cdoocumiesnts.
8. Transfer taxes

These chharges are [or slale and local Tless on rmior lgages =and hormeae szlas.
<. Initial deposit for yvour escrow account

Thiz charge is hel im an escrow acocount To pay futurse recurrimg chargess

on your property and incudes all property taxes, all insuramn ce,
arn o oth er | 1.

10. Daily interest charges
This charge is for the daily interest on your loan from the day of wour
sottlarmaant until thae first day of thae moext mmonth or the first ols < f g
rmiorrrazml rracor LgﬁJm ey rTienl ayycle . This armicournl is 5 e oy
=r [ Jdays (if wollr settlaemant is

rratassl kEstans esr Lbacs parcapscar by Les Far<sblcscsl

Charce

B ‘ ‘ Your CTharges for All Other Settlement Services | +

Total Estimated Settlement Charges |$
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HOMEOWNERSHIP
Disclosing Fees

1. Ourorigination charge
This charge s for eting this foan fo you.

Block 1 — contains all lender or lender and mortgage broker origination
points, processing fees and administrative fees (All or some of this line
represents the mortgage broker compensation.)

Note:
* A mortgagee letter lifting the FHA 1% origination cap will be

released shortly

*QOrigination charges should not be itemized on the GFE or the
HUD-1

sException: If a state or governmental program requires the
specific itemization of origination fees, a lender may itemize on the
HUD-1in the blank 800 lines
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Disclosing Fees

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

Box 1 mmp The credit or charge for the interest rate of | | % is included in
“Owr origination charge.” (See item 1 above.)

Box 2 ||I You receive a credit of $ | | for this interest rate Dfl:l %

This credit reduces your settlement charges.
You pay a charge of § | | for this interest rate of | | %.

This charge (points) increases your total settlement charges.

The tradeoff table on page 3 shows that you can change your total settlement charges by

choosing a different interest rate for this loan.

Box 3 |

Your Adjusted Ongination Charges B
Block 2
*Box 1 is only checked by the lender if no additional charges or credits
apply
*Box 2
scontains lender credits to the borrower to cover origination and/or
fees OR

scontains a mortgage broker credit from the lender (or yield spread
premium) and any additional payments made to the broker from the

lender
*Box 3 - - any interest rate related charges, i.e. discount points

NOTE: Only 1 box can be checked per loan.
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Disclosing Fees
» All fees typically charged to borrowers regardless of who pays must
be listed on the GFE.
Except

* Owners title, even if typically paid by the seller, must be disclosed
on the GFE in Block 5

ltems to Note:

» Fees disclosed, but paid by others are still bound by tolerances

» Block 3 includes all third party settlement services selected by the
broker/lender

— Exception: Document preparation performed by a third party should be
disclosed in Blockl (Our origination charge)

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

J. Required services that we select
These charges are for services we require to complete your seftlement. We will choose the
providers of these senvices.

Service Charge:

10
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10% tolerance in 3. Required services that we select
aggregate (along These charges are for services we require o complete your settlerment. We will choose the
with other services lsE L e
below where e e
provider was chos~
from the list) *Must list at least
one service
provider if allowed
4. Title services and lender’s title insurance to sho
*Must list at least one This charge includes the services of a fitle or settlement agent. for example, and title insurance Subi pt t0 10%
service provider to protect the I-ender. if required. agl;]rjeeg(;.teo 0
*Subject to 10% aggregate 5. Dwner's title insurance o . . . .
- . fiou ma rchase an owner's title insurance icy to protect youwr interest in the property.
tolerance if listed service - il i - POy = = ki toler_a nce if I!sted_
rovider is chosen &. Required services that you can shop for service provider is
p . . These charges are for other services that are required to complete your settlement. We can chosen
*Not subject to tolerance if identify providers of these services or you can shop for them yourself. Our estimates for «Not subiect to
listed service provider is providing these services are below. ject
not chosen Service Charge tolerance if listed
Q service provider is
not chosen
0
10% aggregate 7. Govermment recording charges

tolerance “ These charges are for state and local fees to record your loan and tithe documents.

#B. Transfer taxes
Zero tolerance Thezse charges are for state and local fees on mortgages and home sales.

3. Initial deposit for your escrow account
This charge is held in an escrow account o pay future recurming changes on your property and
includes [[] all property taxes, [ ] all msurance, and [ Jother | ]

. 10.Daily interest charges

Must be dls_dosed This charge is for the daily imterest on your loan from the day of your settlement until the first day
but not SUbJeCt to of the next month or the first day of your normnal morigage payment cycle.

tolerance This amountis S | perdayfor[_____ ldays (ifyour settlementis [ 1)

11. Homeowner's insurance
This charge is for the insurance you must buy for the property to protect from a loss, such as fire.
Policy Charge 11
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Changed Circumstance
 What is it?

— Acts of God, war, disaster or other emergency

— Changed situation or inaccurate information provided by the
borrower after issuance of the GFE

12



HOMEOWNERSHIP

Changed Circumstance

 What can change?
— Only those fees impacted by the changed circumstance

— If pricing changes due to a changed circumstance, or a borrower requested
change, only the interest rate dependant charges and terms may change. This
includes only those charges or credits in Block 2 which will, in turn, impact the
“Adjusted Origination Charges.”

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

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

Exception: If the loan amount changes and a portion of the “Origination Charge”
Is a percentage of the loan amount or the overall loan program changes

— Important Dates Section — must be updated to reflect any new information 13
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The HUD-1

« If “Adjusted Origination Charges” are negative, no additional
itemization must be displayed on the HUD-1

* A lender MAY choose to show the specific 3™ party settlement
service fees that this credit paid for on an addendum to the HUD-1

 ONLY lender credits NOT included in the “Adjusted Origination
Charges” should be reflected in Lines 204 - 209

14
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The HUD-1

All charges are subject to tolerance thresholds, regardless of
whether there is a credit for that fee at closing by the seller, realtor
or loan originator.

Tolerance thresholds are for “increases” only; decreases beyond the

threshold are allowed

15
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Pricing Scenario Number 1

Now let’'s take a look at some examples

Retail Pricing
Loan Amount $200,000
Interest Rate 5%
Origination Point 1% = $2,000

Administrative Fee $500

Retail Disclosure

Your Adjusted Ongination Charges

1. Owr origination charge
This charge is for geth%g this loan for you. $2.500.00

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

The credit or charge for the interest rate of | 5| % is included in
“Cwr ongination charge.” (See item 1 above.)

You receive a credit of 5 | | for this interest rate of |:| 0.
This credit reduces your settlement charges.
You pay a charge of § | | for this interest rate of | | 2.
This charge (points) increases your total settlement charges.
The tradeoff table on page 3 shows that you can change your total settlement charges by
choosing a different interest rate for this loan.

Your Adjusted Origination Charges % 2.500.00

$0.00

16
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Pricing Scenario Number 1

Wholesale Pricing

Loan Amount $200,000

Interest Rate 5%

Yield Spread Premium 1% = ($2,000)

Broker Compensation $4,000 + $200 Processing Fee

Lender Administrative Fee $300
Wholesale Disclosure

Your Adjusted Ongination Charges

1. Owr origination charge
This charge is for geth%g this loan for you. $4.,500.00

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

The credit or charge for the interest rate of | | % is included in
“Our ongination charge.” (See item 1 above.)

You receive a credit of $ [ 2,000.00 | for this interest rate of [ 9%.
This credit reduces your settlement charges.
You pay a charge of b | |for this interest rate of | | %.
This charge (points) increases your total settlement charges.
The tradeoff table on page 3 shows that you can change your total settlement charges by
choosing a different interest rate for this loan.

Your Adjusted Origination Charges $ 2 500.00

-$2,000.00
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Pricing Scenario Number 1 HOMEQWNERSHIF

Retail Disclosure

Your Adjusted Ongination Chamges

1. Dwr origination charge
This charge is for geth%g this loan for you. $2.500.00

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

The credit or charge for the interest rate of | 5] % is included in

“Cwur ongination charge.” (See item 1 above.)
You receive a credit of § | | for this interest rate of |:| O .

This credit reduces your settlement charges. $0.00
You pay a charge of & | | for this interest rate of | | %.

This charge (points) increases your total settlement charges.
The tradeoff table on page 3 shows that you can change your total settlement charges by
choosing a different interest rate for this loan.

Your Adjusted Origination Charges + 2 500.00

Wholesale Disclosure

Your Adjusted Ongination Charges

1. Owr origination charge
This charge is for geth%g this loan for you. $4.500.00

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

The credit or charge for the interest rate of | | %% is included in
“Owr origination charge.” (See item 1 above.)

You receive a credit of $ [2,000.00 | for this interest rate of [ 5 %.
This credit reduces your settlement charges. -$2,000.00

You pay a charge of § | | for this interest rate of | | %.
This charge (points) increases your total settlement charges.
The tradeoff table on page 3 shows that yvou can change your total settlement charges by
choosing a different interest rate for this loan.

Your Adjusted Origination Charges + 2 500.00
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Changed Circumstance

Loan Amount $200,000

Appraisal came in lower than expected resulting in a 50 bp loan adjustment

Interest Rate 5%
Origination Points 1%
Lender Administrative Fee $500

Retail Disclosure

Your Door to

HOMEOWNERSHIP

Your Adjusted Ongination Charges

1. Our origination charge
This charge is for getting this loan for you.

$2,500.00

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

The credit or charge for the interest rate of | | % is included in
“Our ongination charge.” (See item 1 above.)

You receive a credit of § |

|for this interest rate of [ |%.

This credit reduces your settlement charges.

You pay a charge of §|1,000.00

|for this interest rate of 5

|%.

This charge (points) increases your total settlement charges.
The tradeoff table on page 3 shows that you can change your total settlement charges by
choosing a different interest rate for this loan.

$1,000.00

Your Adjusted Ongination Charges

$3500.00

19
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Changed Circumstance

Loan Amount $200,000

Interest Rate 5%

Yield Spread Premium .5% = ($1,000)

Broker Compensation $4,000 + $200 processing fee
Lender Administrative Fee $300

Wholesale Disclosure

Your Adjusted Ongination Charges

Your Door to

HOMEOWNERSHIP

1. Our origination charge
This charge is for getting this loan for you.

+4,500.00

2. Your credit or charge (points) for the specific interest rate chosen
The credit or charge for the interest rate of | | % is included in
“Our origination charge.” (See item 1 above.)
[=] You receive a credit of $[1.000.00 | for this interest rate of [ §%.
This credit reduces your settlement charges.

You pay a charge of $ | |for this interest rate of |

| %.

This charge (points) increases your total settliement charges.

choosing a different interest rate for this loan.

The tradeoff table on page 3 shows that you can change your total settlement charges by

-$1,000.00

Your Adjusted Origination Charges

$ 3.500.00




Pricing Scenario Number 2

Loan Amount $200,000

Interest Rate 5.25%

Lender Credit ($1,000)
Origination Points 0

Lender Administrative Fee $500
Retail Disclosure

Your Adjusted Onigination Charges

Your Door to
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1. Our origination charge
This charge is for getting this loan for you.

$500

2. Your credit or charge (points) for the specific interest rate chosen
The credit or charge for the interest rate of | | % is included in
“Our origination charge.” (See item 1 above.)
You receive a credit of $[ 1 000 | for this interest rate of 5 o5 |%.
This credit reduces your settlement charges.
You pay a charge of $ | |for this interest rate of | |%.
This charge (points) increases your total settiement charges.

The tradeoff table on page 3 shows that you can change your total setflement charges by
choosing a different interest rate for this loan.

-$1,000

Your Adjusted Ongination Charges 3

-$500
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Pricing Scenario Number 2

Loan amount $200,000

Interest Rate 5.25%

Yield Spread Premium (2.5%)

Broker Compensation $4,000 + $200 processing fee
Lender Administrative Fee $300

Wholesale Disclosure

Your Door to

HOMEOWNERSHIP

Your Adjusted Origination Charges

1. Our origination charge
This charge is for getting this loan for you.

$4,500

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

The credit or charge for the interest rate of | | % is included in
“Our origination charge.” (See item 1 above.)

k1 You receive a credit of $ [ $5,000 | for this interest rate of__5.25 |%.
This credit reduces your settlement charges.

You pay a charge of § | |for this interest rate of |

|%.

This charge (points) increases your total settlement charges.

choosing a different interest rate for this loan.

The tradeoff table on page 3 shows that you can change your total settlement charges by

-$5,000

Your Adjusted Ongination Charges

% _$500
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Pricing Scenario Number 2 (HUD-1)

e Let's take alook at how this is reflected on the HUD -1

Retail

800, ltems Payable in Connection with Loan

801. Our ariginafion charge $30000  (fomGFER)

802. Your credit or charge (points) for the specific interest rate chosen §-100000 (from GFE#2)

803. Your adjusted origination charges (fom GFE £4) -5500.00
Wholesale

800, Items Payable in Connection with Loan

B01. Our ovigination eharge §430000  (fom GFE#)

B02. Your creditor charge (points)for the specifi nterest ate chosen §-5000.00 (rom GFE#2)

803, Your adjusted originafion charges fomGFERY)| 930000




Your Door to

FHA

HOMEOWNERSHIP
Comparison Chart page 3 HUD- 1 Retall
Comparison of Good Faith Estimate (GFE) and HUD-1 Charrges Good Faith Estimate HUD-1
Charges That Cannot Increase HUD-1 Line Number
QOur origination charge #801 $500.00 $500.00
Your credit or charge (points) for the specific interest rate chosen ~ # 802 -$1,000.00 -$1,000.00
Your adjusted origination charges #803 -$500.00 -$500.00
Transfer taxes #1203
Charges That In Total Cannot Increase More Than 10% Good Faith Estimate HUD-1
Government recording charges #1201
ABC Credit Agency # 805 $25.00 $25.00
XYZ Flood Certification and Life of Loan 4 807 $15.00 $15.00
123 Appraisal Company 4 804 $300.00 $350.00
Americas Title Company # 1101 $475.00 $800.00
Rid-A-Pest 4 1303 $200.00 $250.00
#
#
Total $1,015.00 $1,440.00
Increase between GFE and HUD-1 Charges | |$ 425 or 41 %

24
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Comparison Chart page 3 HUD- 1 Retall

Charges Thet Can Chinge Good Faith Esfimate HUD-
Inalcepost foryour stro accoun 0l
Wit SO 4 W60 il
Homedier s nsrace 101 S0 S0
e Siney Hl 8000 )
¢
¢
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Correcting HUD-1 to be in Tolerance in Aggregate Bucket

$1,015x1.10 = $1,116.50 maximum fees allowed

$1,440 - $1,116.50 = $323.50

$323.50 shows as a lender credit in lines 204 — 209

Page 1 of HUD-1

Page 3 of HUD-1

200, Amount Paid by or in Behalf of Borrower

201, Depost or earnest mongy

202, Principal amount of new loan(s)

203, Existing loan(s) taken subject to

Good Faith Estimate HUD-1

52500 $25.00
$15.00 $15.00
$300.00 $350.00
$475.00 $800.00
$200.00 $250.00

$1.015.00 $1.440.00

$ 425 or 419

04 Lender creditto cure 10% tolerance

§323.00

26
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The HUD-1 Example

Showing a credit for variances outside of the tolerance

Example: If the difference is attributed to a specific line item

1200, Government Recording and Transfer Charges

1201. Govemment recording charges (from GFE #7)

1202. Deed § Mortgage 5 Release $

1203. Transfer taxes (from GFE #8) $800.00
120d4. City/County tax/stamps Deed$100000  Mortgage §

1205. State tax/stamps Deed § Mortgage 3

1206. Transfer taxes $200 P.0.C. (lender) fo meet folerancel

27
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Other Things to Know

If a GFE is given during pre-qualification, the receipt of one of the six
required pieces of documentation will not constitute a “changed
circumstance.”

If loan originators would like to have evidence a consumer received
a GFE, a loan originator may develop practices and procedures to
document acknowledgment of the GFE.

HUD understands that some definitions within the disclosure may be
different than TILA requirements.

28
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?
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