'RamQuest’

RESPA Reform

A Presentation from RamQuest



RESPA The New Reality

NThe new RESPA represent
change In the way real estate transactions are
conducted. Roles will change. Business
processes and procedures need re-engineered.
New software platforms are required. ALTA has
taken the lead to help define the new reality and
develop best practice standards for the title

|l ndustry. o
- The Title News May/June 2009 Edition
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RamQuest in Action

¢ ALTA RESPA Implementation Task Force
¢ RESPAready.com

¢ Dynamic Development

¢ Product Release

¢ Continuous Updates through the Implementation
Period

¢ Industry Education Campaign

< Rale.lesl:' 3 Teaching Materials i Not Legal Advice



RESPA Refresher

Federal Real Estate Settlement Procedures Act

Enacted in 1974

Impacts disclosures consumers receive when
closing a residential mortgage loan and economic
relationships between entities involved in mortgage
loan business

Amended in 1983 (Affiliated Business
Arrangements), 1990 (escrow accounts) and 1992
(all residential mortgage loans)

Prohibits giving or receiving kickbacks and referral
fees in exchange for business
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RESPA Reform

¢ HUD Reforms first discussed under HUD
Secretary Martinez (President G. W. Bush 1st
term)

¢ November 2008 final rule adopted after long
comment period
¢ Objectives:

Help consumers shop for best loan, leading to competition
and lower prices

Disclose loan information to consumers early and in an
easy-to-understand format

Facilitate comparison between GFE and HUD-1/HUD-1A
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RESPA Reaches

¢ RESPA reform impacts all principals to a real
estate transaction including:
Lenders
Title Providers
Settlement Agents
Mortgage Brokers
Realtors TM
Builders
Buyers
Sellers
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Key Features of RESPA Reform

¢ Main components of final RESPA rule
3-page Good Faith Estimate (GFE)
Di scl osure of YSPO0Os as a cr e
Tolerance limitations on settlement charges
3-page HUD-1 Settlement Statement
Average Charge
Required Use (withdrawn on 5/11/09)

Revised Appendix A to Part 3500 1 Instructions for
completing HUD-1 and HUD-1A Revised Appendix C to
Part 3500 i Instructions for Completing Good Faith
Estimate form

New servicing disclosure statement
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Other Important Features

¢ Agent and Underwriter split disclosed on HUD-1

¢ Lender is responsible for transmitting GFE data
and all information necessary for completing the
HUD-1 to the settlement agent

¢ Lender has 30 days to cure tolerance violations
¢ New definition of Title Services
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Good Faith Estimate - Page 1

SMENTQ, OMB Approval No. 2502-0265

3" %
Sl
9 z : :
<1l 2 Good Faith Estimate (GFE)
% &
%“«\ oeve®
Name of Orlginator Bormower
Orlginator Property
Address
 Originator Phone Number
| onginatorEmail Date of GFE
Purpose This GFE gives you an estimate of your settlement charges and loan terms if you are approved for
this loan. For more information, see HUDs  Special Information Booklet  on settlement charges, your
Truth-in-Lending Disclosures, and other consumer information at www.hud.gov/respa. If you decide
you would like to proceed with this loan, contact us,
Shopping for Only you 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.
Pu rpose This GFE gives you an estimate of your settlement charges and loan terms if you are approved for

this loan, For more information, see HUDs  Special Information Booklet on settlement charges, your
Truth-in-Lending Disclosures, and other consumer information at www.hud.gov/respa. If you decide
you would like to proceed with this loan, contact us,

Shopping for Only you 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 interest rate for this GFE is available through | lis time, the

interest rate, some of your loan Crigination 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 | |

3. After you lock your interest rate, you must go to settlement within E] days {your rate lock period)
to receive the locked interest rate,

4, You must fock the interest rate at least D days before settlement,

Good Faith Estimate (HUD-GFE} 1

9 Teaching Materials i Not Legal Advice



Good Faith Estimate - Page 1

Summary of Your initial loan amount is $
your loan Your loan term is years
Your initial interest rate is %
Your initial monthly amount owed for principal,
interest, and any mortgage insurance is $ per month
Can your interest rate rise? ] No [ Yes, it can rise to a maximum of %.

The first change will be in

Even if you ma!ke payments on time, can your ||[[] No [] Yes, it can rise to a maximum of §
loan balance rise?

Even if you make payments on time, canyour ||[C] No [] Yes, the first increase can be in

monthly amount owed for principal, interest, and the monthly amount owed can
and any mortgage insurance rise? rise to § . The maximum it
can ever rise to is $
Does your loan have a prepayment penalty? [1 No [] Yes, your maximum prepayment
penalty is §
Does your loan have a balloon payment? ] No [ Yes, you have a balloon payment of
due in years.

Escrow account Some lenders require an escrow account to hold funds for paying property taxes or other property-
information related charges in addition to your monthly amount owed of $ ﬁ\

Do we require you to have an escrow account for your loan?

[_] No, you do not have an escrow account. You must pay these charges directly when due.

L] Yes, you have an escrow account. It may or may not cover all of these charges. Ask us.

elated additi ont!
Do we require you ta have an escrow account for your Ioan7

[”] No, you do not have an escrow account. You must pay these charges directly when due.
[ Yes, you have an escrow account, It may or may not cover all of these charges. Ask us.

S:tr:;gnn:;ﬁ :)‘f: ;’: :rugres Your Adjusted Origination Charges  (See page 2} $

Your Charges for All Other Settlement Services (See page 2)

.+ . Total Estimated Settlement Charges

Goad Faith Estimate (HUD-GFE} 1
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Good Faith Estimate - Page 1

OMB Approval No. 2502-0265

* Good Faith Estimate (GFE)

Name of Orlginator Bormower
Orlginator Property
Address Address

Originator Phone Number

Orlginator Email Date of GFE

pUTDOSE‘ This GFE gives you an estimate of your settlement charges and loan terms if you are approved for
this loan. For more information, see HUD's  Special Information Booklet on settlement charges, your
Truth-in-Lending Disclosures, and other consumer information at www.hud.gov/respa, If you decide
you would like to proceed with this loan, contact us,

Shopping for Only you 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 interest rate for this GFE is available through T Thistime the
interest rate, some of your loan 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 l:

3. After you lock your interest rate, you must go to settlement within l:’d;xys {your rate lock period)
to receive the locked interest rate

4, You must lock the interest rate at least D days before settlement

Summary of Your initial loan amount Is $

your loan Your loan term is years
Your initial interest rate is
—————

Summary of your A

Your Adjusted Origination Charges (5 2) $
settlement charges ! g ges (See page

Your Charges for All Other Settlement Services (See page 2.) $

+ Total Estimated Settlement Charges

Good Faith Estimate (HUD-GFE) 1

Do we require you ta have an escrow account for your loan?
["] No, you do not have an escrow account. You must pay these charges directly when due.
[ Yes, you have an escrow account, It may or may not cover all of these charges. Ask us.

r
Sum mary of you Your Adjusted Origination Charges  {See page 2/ $
settlement charges

Your Charges for All Other Settlement Services [

2 s
.+ . Total Estimated Settlement Charges

HUD-GFE) 1
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Good Faith Estimate - Page 2

Understanding Your Adjusted Origination Charges

your estimated 1. Our origination charge
settlement charges This s for getting this loan for you

2. Your credit or charge (points) for the specific interest rate chosen
m f 1% is induded ir

nl Your Adjusted Origination Charges ‘ $

Your Charges for All Other Settlement Services

W 2D Lol o PYRTY s 1l
Understanding Your Adjusted Origination Charges
your estimated 1. Our origination charge
settlement charges This charge is for getting this loan for you.

2. Your credit or charge (points) for the specific interest rate chosen
[ ] The credit or charge for the interest rate of [ 1% is included in
"Our origination charge.” (See item 1 above.)
L[] Youreceive acreditof$[ | for thisinterestrate of [ | %.

This credit reduces your settlement charges.

L[] You pay achargeof $[ |for this interest rate of [ 1%.

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

10.Daily interest charges
This charge is for

nust buy for the property to protect

Charge

| Your Charges for All Other Settlement Services ‘ $
“-I- Total Estimated Settlement Charges $

Eﬂﬁ Good Faith Estimate (HUD-GFE)
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Good Faith Estimate - Page 2

Understanding Your Adjusted Origination Charges
. S estimated 1. Our origination cﬁarge
settlement charges This for getting this loan for you

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

[J The credit or charge f 1% is induded ir

“ Your Adjusted Origination Charges ‘ $
Your Charges for All Other Settlement Services

Some of these charges 3. Required services that we select

can change at settlement. @ f

See the top of page 3 for

more information.

Your Charges for All Other Settlement Services

Some of these charges 3. Required services that we select

can change at settlement. These charges are for services we require to complete your settlement.
See the top of page 3 for We will choose the providers of these services.

more information. Service Charge

4. Title 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.

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

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. Our estimates for providing these services are below.

Service , Charge




Good Faith Estimate - Page 2

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

8. Transfer taxes
These charges are for state and local fees on mortgages and home sales.

9. Initial deposit for your escrow account
This charge is held in an escrow account to pay future recurring charges
on your property and indudes [ ] all property taxes, [] all insurance,
and [] other| l

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 month or the first day of your
normal mortgage payment cycle. This amountis $ per day
for [ ldays (if your settlement is 1

11.Homeowner’s insurance
This charge is for the insurance you must buy for the property to protect
from aloss, such as fire.

Policy Charge
|
|

Your Charges for All Other Settlement Services $

B
+ =8l Total Estimated Settlement Charges $

This charge is for the insurance you must buy for the property to protect
rom a loss, such as fire.

Policy

Charge

“-I- Total Estimated Settlement Charges $

Em Good Faith Estimate (HUD-GFE)

Your Charges for All Other Settlement Services ‘ $
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Good Faith Estimate - Page 3

Instructions

Understanding tis GFE estimates your settlement charges. Atyour set
whighigharges S0 Sesmeouipan Tis e opie.
can change at
settlement

Thess o
cannot increase
3t ent

Lising e

Instructions

Understanding This GFE estimates your settlement charges. At your settlement, you will receive a HUD-1, a form that lists your

which charaes actual costs. Compare the charges on the HUD-1 with the charges on this GFE. Charges can change if you select your
h g t own provider and do not use the companies we identify. (See below for details.)

Can change a

ttl t The total of th narges These ch
settiemen cannot increase can increase up to 10% can change
at settlement: at settlement: at settle Tt
= Qur 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 (paints) for the || o 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) n Title services and lender’s title
insurance (if you do not use

» Your adjusted origination charges Owners title insurance (if you use companies we identify)
(after you lock in your interest rate) companies we identify)

= Owner’s title insurance (if you do not

n Transfer taxes = Required services that you can se companies we identify)
shop for (if you use companies we ; .
identify) n [nitial deposit for your escrow
account

Government recording charges

» Daily interest charges

= Homeowner's insurance

“ Good Faith Estimate (HUD-GFE) 3
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Good Faith Estimate - Page 3

Instructions

Understanding
which charges
can change at

settlement

recording charges

Using the
tradeoff table

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

= If you want to choose this same loan with
= If you want to choose this same loan vath a

lower settlement charges,
lower interest rate,

However:

then you will have a higher interest rate.

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

then you will have higher settlement charges.

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

Your initial loan amount
Your initial interest rate '
Your initial monthly amount owed

Change in the monthly amount owed from
this GFE

Change in the amount you will pay at
settlement with this interest rate

How much your total estimated settlement
charges will be

S

No change

No change

s

You will pay $
more every month

Your settlement charges
willbe reduced by
&)

S

(‘\il
$

You will pay $
less every month

Your settlement
charges will increase by

$
$

' 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 Use this chart to compare GFEs from different loan onginators. Fill in the information by using a different column

H d S5F e i 21s, Yy 25 I <
shopplng chart for each GFE you receive. By comparing loan offers, you can shop for the best loan

Loan originator name

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?

If your loanis Some lenders may sell your loan after settlement. Any fees lenders receive in the future cannot change the loan
sold in the future Youreceive or the charges you paid at settlement.

If your loan is e landaers may sell your loan after settlement. Any foes landers recsive in the future cannot change the loar
sold in the future; You fecelve.criiie charges yoy paid atsettiement

H Good Faith Estimate (HUD-GFE) 3
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GFE Changed Circumstances

¢ Acts of God, war, disaster or other emergency

¢ Information about the borrower or transaction
that changes or Is found to be inaccurate after
Issuance of GFE

e.g. credit quality, loan amount, property value
or other information

¢ New information not previously relied upon
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GFE Changed Circumstances Cont.

¢ Other circumstances

e.g. boundary disputes, required flood
Insurance, environmental problems

¢ If changed circumstances affect settlement costs
GRERNONO T T Oower 0s el 1| g DU

Loan originator may provide a revised GFE

Revised GFE may reflect only the increased
changes
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Key Changes to HUD-1

¢ Roll Up Lines

¢ Outside the Column Charges

¢ Grouping of Fees

¢ Page 3 HUD-1 to GFE Comparison
¢ Key Loan Terms

¢ Agent/Underwriter Split Disclosure
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HUD-1 Settlement Statement T Page 2

700 section
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