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HOMEOQOWNERSHIP

AGENDA

Clarify key requirements that have created the most
industry discussion

Provide examples of loan scenarios

Clarify additional FAQs

Questions
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Clarify Key Requirements of Regulation
* Delivery of GFE

* Important Dates
* Disclosing Fees
e Changed Circumstance

 The HUD-1



HOMEOWNERSHIP

* 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

 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 S
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Important Dates

* The “interest rate” and “other settlement charges” dates are independent of
each other

* 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 | Atter this time the interest
rate, some of your loan Crigination Charges, and the monthily payment shown below can change uniil you
lock your interest rate.

FLOAT ﬁ 2. This estimate for all other setilement charges is availablethrough| January 15, 2010 [

3. After you lock your interest rate, you must go to settlement within | 30 i days {your rate lock
period) to receive the locked interestrate.
4. You must lock the interest rate at least L 15 - | days befora setflement
Important dates 1. The interest rate for this GFE is available through | January 31, 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.

LOCK ‘ 2. This estimate for all other settlement charges is avaiiable through | January 15, 2010

3. After you lock your interest rate, you must go to settlement withirzl 30 |days {your rate lock
period) to receive the locked interest rate,
4. You must lock the interest rate at feast | N/A | daye before setlament,




Your Dast 1o

HOMEOWNERSHIP

1. Our ovigination charge
This charge is for getiing this-toan for you
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Disclosing Fees

1. Our origination charge
Ths charge i for geting s loan foryou.

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
*Origination charges should not be itemized on the GFE or the
HUD-1
*Exception: 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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Dlsclosmg Fees
2 Your credit or charge (points) for the specific interest rate chosen
Box 1 IZ] The credit or charge for the interest rate of | | % is inciuded in
"Our erigination charge." (See item 1 above.)
Box 2 wswh =1 You receive acreditof § | |for this interestrate of [ |%
i This credit reduces your settlement charges.
Box 3 * [C] 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 Ongination Charges

3

Block 2

*Box 1 is only checked by the lender if no additional charges or credits

apply
*Box 2

*contains lender credits to the borrower to cover origination and/or

fees OR

contains 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

Items 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 Block1 (Our origination charge)

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

3. Required services that we select
These charges are for services we require to complete your settlement. We will choose the
providers of these services.
Service Charge




10% tolerance in
aggregate (along

below where
provider was
chosen from the
list)

with other services

Your Doar 1o

HOMEOWNERSHIP

3. Required services that we selact
i Thesa charges are for services we réquire 1o complete your setflement. We will choose the
providers of these senvices,

Service Charge

*Must list at least
one service

*Must list at least one
service provider
*Subject to 10%
aggregate tolerance if

listed service provider is

chosen

*Not subject to tolerance
listed service provider is

not chosen

4. Title services and lender’s title insurance
This charge includes the services of a title or setifament agent, for example. and title insurance
1o protect the lender, iF required.

provider if allowed

to shop
*Subject to 10%

15, Owner's tifle insurance
You may purchase an owner's title insurancs policy to protect wour interest in the propearty,

6. Required services that you can shop for
These charges are for other services that sre required to compleis your seitlement We can
i identify providers of these services or you can shop for them yourself. Our estimates for
| providing thece sarvicas are below,
Charge

tolerance

10% aggregate

!

|7. Govemment recording charges
y These charges ara for siate and focal fees to record your loan and titie documents,

Zero tolerance

8. Transfer taxes [
. These charges are for state and local fees on montgages and homea sales.

' initial déanﬁ for your escrow account
| This chasge is held in an escrow acecunt to pay future recurring charges on your property and
includes [] all property taxes, [T all msurance and [ Jother [ ]=

but not subject to
tolerance

Must be disclosed

_j10.Daily inferest charges

This charge is for the daily interest on your loan from the day of your setflement until the first day
of the next month or the first day of your normal morigsge payment cycle.

This amount is $ perdayforl  Jdays (ifyoursettiementis [ ] j.

" H.Hﬂiﬂmer's insurancea
This charge is for the insurance you must buy for the property to protect from &ajoss, such as fire,
Palicy Charge

——

“aggregate
o tolerance if listed

service provider is
chosen

*Not subject to
tolerance if listed
service provider is
not chosen

1
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Changed Circumstance

« Whatis 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

HOMEOWNERSHIP

* Alender 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

% ?!:11; ?:Eagr.;: féﬁ%f;&ﬁ% this loan for you. R2m00:E0
Your credit or charge (points) for the specific interest rate chosen A
[=] The credit or charge for the interest rate of | 5| % is included in
“Our onigination charge.” (See item 1 above.)
] You receive a credit of $ | | for this interest rate of I:I %
This credit reduces your settlement charges. 0008
[CJ] You pay a charge of 5| | for this interest rate of | | %.
This charge (points) increases your lotal seftlement charges.
The tradeoff table on page 3 shows that you can change your total settlement charges by
choosing a different interast rate for this loan.

Your Adjusted Ongination Charges I | % 2 500.00

f J

16



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

Your Door to

HOMEOWNERSHIP

1.

Our origination charge

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 setilement charges by
choosing a different interest rate for this loan.

This charge is for getting this loan for you. AhaRman
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 onigination charge.” (See item 1 above.)
®] You receive a credit of $ |2,000.00 | for this interest rate af[j %. —
G2 OGO

Your Adjusted Orngination Charges
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Retail Disclosure
Your Adjusted Ongination Charges

1. Ouwr origination charge _
This charge is for getting this loan for you.
2. Your credit or charge (peints) for the specific interest rate chosen
The credit or charge for the interest rate of | 5| % is included in
"Our origination charge.” (See item 1 above. )
I} You receive a credit of § | | for this interest rate of | %.
This credit reduces your settlement charges. 00
You pay a charge of 5 | | 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 settiement charges by
choosing a different interest rate for this loan.

$2, 500 00

Your Adjusted Origination Charges % 2 500,00

Wholesale Disclosure
Your Adjusted Origination Charges

1. Owr origination charge
This charge is for getiing this loan for vou.

2. Youwr credit or charge (points) for the specific interest rate chosen
[l 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 interestrate of [ 4 o6
This credit reduces your settlement charges. 92,000,050

You pay a charge of § | _|for this interest rate of | 1 %.
This charge (points) increases your total setilement 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 | l % 2 500.00

4 500 .00




Changed Circumstance

L.oan 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 Doar to

FHA

HOMEOWNERSHIP

Your Adjusted Ongination Charges

. Our nriginat_ihn charge
This charge is for getting this loan for you.

e
[
L5
=
=
=t

-~

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.)
E] You receive a credit of § | for this interestrate of [ |%.
This credit reduces your settiement charges.
You pay a charge of § [1.000.00 for this interest rate of |5 |%.
This charge {p::ﬁnts} increases your total seitlement charges.
The tradeoff table on page 3 shows that you can change your total settiement charges by
choosing a different interest rate for this loan.

§1,000.00

Your Adjusted Origination Charges $ 3,500.00

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 Origination Charges

i Our Drigihaﬂﬂﬂ Charﬂe ) o T4 00,00
____This charge is for getiing this loan for you. T
2. Your credit or charge (points) for the specific interest rate chosen
B 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 interestrate of [ 5%. o
This credit reduces your settiement charges. -$1.400.00
You pay a charge of § | | for this interest rate of | | %.

This charge (points) increases your total settlement charges.
The fradeoff 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 $ 3,600.00




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 Origination Charges
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1. Our origination charge |
This charge is for getiing this loan for you.

$500

IC] The credit or charge for the interest rate of |

You receive a credit of ${ 1 000

You pay a charge of $|

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

| % is included in

“Qur origination charge” (See item 1 above.)

This credit reduces your setflement charges.

This charge (poinis) increases your total settiement charges.

| for this interest rate of]|

| for this interest rate of| 505 |%.

| %.

The tradeoff table on page 3 shows that you can change your fotal settiement charges by

choosing a different interest rate for this loan.

-$1,000

Your Adjusted Origination Charges

5

at

-$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 Adjusted Origination Charges

1. Our origination charge $4.500
This charge is for getfing this loan for you. ’

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

[E 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 setliement charges.

The tradeoff tabie on page 3 shows that you can change your total settlement charges by
choosing a different interest rate for this loan. -$5,000

Your Adjusted Origination Charges % .$500




e R R e P e P —_—

HOMEOWNERSHIP
Pricing Scenario Number 2 (HUD-1)

 Let’s take a look at how this is reflected on the HUD -1

Retail

- 800, Iteme Payable in Connection with Loan

801, Our originafion charge $30000  (romGFE#)

802. Your credit o charge (pointz) for the specfic inferest rate chosen §-1,000.00  (fom GFE#2)

803 Your adjusted originafion charges fomGFERY)|  -$50G.0
Wholesale

00, Pyl i Comeion it Lo

31, Our origination charge $450000  (romGrEH)

802, Your creditor charge (points) for te specifcinferest rafe chosen §-5.00000 (fom GFE®Y)

103 Yot ofghton e fonGrERy| B0
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Comparison Chart page 3 HUD- 1 Retail
Comparison of Good Faith Estimate (GFE) and HUD-1 Charrges Good Faith Estimate HUD-1
Charges That Cannot Increasé HUD-1 Line Number
' Our 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 adjuﬂ::! 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
L XYZ Flood Certification and Life of Loan 2807 $15.00
‘_ 123 Appraisal Company » 804 $300.00
| Americas Title Company #1101 $475.00
Rid-A-Pest 41303 $200.00
1
# -
Total $1,015.00 $1,440.00
Increase between GFE and HUD-1 Charges | ($ 425 or 41 %

24
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Correcting HUD-1 to be in Tolerance in Aggregate Bucket

Page 3 of HUD-1
$1,015 x 1.10 = $1,116.50 maximum fees allowed — g _ -
$1,440 - $1,116.50 = $323.50 o HE
$323.50 shows as a lender credit in lines 204 — 209

Page 1 of HUD-1 §15.00 500
= §30.00 535000
200, Amount Paid by orin Behalf of Bomrower | T $800.00
201, Depostt or earnest money
202 Principal amount of ngw Inan(s) | v P
203, Existing loan(s) taken subject t KL %
M, Le“rde edn to cure 10% folerance $32350

26



The HUD-1 Example

Showing a credit for variances outside of the tolerance

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

B FHA

Your Donr 1o

HOMEOWNERSHIP

1200, Government Reoording an Transfer Charges

{201, Govemment recoding chages (fom GFE#)

1200, Deed § Morigage Rekease $

1203, Transfr s  (omGRER) 50000
00 ChyCotytadsiangs Desd$ 100000 Morgage$

| 1205, State taxistamps Deed § Merigage $

1206, Transfer taxes  §200 P.0.C. (lender) fo meet folerance)

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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Questions

P,
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