CHAPTER

16

K
Anﬂ”al Percentage( :BGD(AEEI:) Loar? status report
oy Your Home guide- Preliminary title report
boo _ Prepaid items
Closing instruction® Real Estate Settlement Procedures
cising SEEET Act (RESPA)
et Red flags
Desigﬂated service providers Recording fees
b Jrsement procedures Resanves
FscroW closing Right of rescission
Fmance chargfi Settlement agent
Good faith estimate TILA-RESPA Integrated Disclosure
HUD-1 settlement statement Title insurance
(ickbacks Truth-in-Lending Act (TILA)
[ARNING OBJECTIVES B

At the conclusion of this chapter, students will be able to:

Understand the key provisions of the Real Estate Settlement

Procedures Act
rly known as (F/K/A) the

. Describe how the Loan Estimate Form forme
good faith estimate Is used and delivered in the

+ Explain the Truth-in-Lending Act disclosures—
application (in advertising) and prior to loan closing—
the annual percentage rate (APR)

 Explain the unique disclosure requirements of th
Act, including the right of rescission

* Describe the reasons for many of the cl

Disclosure Form (F/K/A) HUD-1

settlement process
both prior to loan
with regards to

e Truth-in-Lending

osing costs listed on the Closing
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CHAPTER 16 Settlement Procedures

lNTRODUCTlON
laws involving ownership and conveyance
essentially determined by each state, differences ate reﬂe::)ti (lia,}d
methods used to close, or.settle, real e.state transactiong, Cust " the
practices have developed in every r.eglon of the country that?)
its unique business and legal .requlrements. The persop or <
selected to bring together the instruments of conveyance moort
promissory notes, and, of course, the monetary copg; derati()ngag 5
exchanged between the buyer and seller of real estate g most ge to },
known as the settlement agent. The agent can be a lender, , realnerany
broker, a title company, an attorney, or a company specializing ini;tate
procedures, called an escrow company. In most parts of the counte N
the settlement agent arranges for the principals involved ig the trapg,
action to meet at a location where all the documents needed to tr:E:.

since property

fer title and to secure and fund a loan can be reviewed ang executeq
At the conclusion of this process, if all documents are ip order, thé
instruments and the money are then distributed to the Various partie

entitled to receive them.
Another procedure, called escrow closing, is commonly used in some
states. In this procedure, however, the parties involved do not meet
around a table to sign instruments or exchange cash or documents
Rather, at the time of entering a contract of sale, the parties sign an
escrow agreement. The agreement requires the deposit of certain docuy.-
ments and funds with the escrow agent within an agreed-upon time. The
agent is responsible for meeting the requirements of the escrow agree-
ment, which usually include the adjustment of taxes, insurance, and
rentals, if any, between the buyer and seller. The agreement also includes
the payoff of any existing loan, if required, arrangements for hazard
insurance coverage, the computing of interest, and any other require-
ments for a new loan. If all papers and monies are deposited within thf?
agreed-upon time limit, the escrow is considered closed. The approp*
ate documents are then recorded and delivered to the proper partie
along with the money that each is entitled to receive. i
It was this area of diverse procedures that Congress focu'sed on a’;
began to regulate in 1974. The purpose of the proposed legislation 'ly
«unnecessarty

Congress’s own findings, was to protect consumers from have
by certain abusive practices 2
Sult of these efor™

high settlement charges cause
developed in some areasiof the eo
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lement P
Estate it rocedures Act
* 1976 resolved some of the pioRbE

ment
7" e initial act: Implementation wag g

lSPA). A subsequent
ems that had devel-

A1 odic changes in the rules to a igned to HUD, which
ccommodate new require

s P oes not change
tﬂakts. gSPA d s Tt g an?r local practices and sets no pri
g ament services. It is primarily directed toward providi IP;I'ICCS
if 5 jon On the settlement process so that a home buyer Cng e;tltzr
an make

JINARY INFORMATION

s of information are closely associated with the settlement of a
W0 Ptate ansaction: an existingloan status report and a preliminary title
reﬂjest . will discuss them separately because of their special useﬁﬂness
ot operty disposition. Many good real estate brokers arrange for
i aﬂYie o of information at the time a property is listed for sale. In this
bothfn roblems with either an existing loan or legal title to the prop-
wa)”are discoVCI‘Ed early on, allowing more time for resolution before the
oy < faced withan impending closing date. It is very important that the
gler ent have Jccurate information on these two subjects because

seﬂef or 8§ . ) .
ey e of critical interest to any prospective buyer.

iR

*Jon Status Report
[ ames are used within the industry to describe the infor-

feveral different 0 |
; wlin contained in 7 existing mortgage loan status report. Some call it

L mortgagor’s information letter, some a mo.rtgagee’s report, and others the
pequalification form. Adding t0 the confusion, in some areas of the coun-
rya morigagees information Jetter means a preliminary title report on
tteland, For our purposes, 2 Joan status reportisa report on the current
datus of an existing loan prepared by the mortgagee for the mortgagor It
sastatement, usually in letter form, citing the remaining balance due on
teloan, the monthly payments required, the reserve held in the escrow
uount, and the requirements and cost of a loan payoff.

A tequest for this information must come from the mortgagorn
tthough brokers often use form letters for the request that require only the
Ipful in providing

Torigagor’s signature. While this information is VEIY he

e financial information, it is not normally used by the settlement
H1tin closing a real estate transaction. The agent must call for a current
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or to closing so that it reflects the logp, sta
tus a¢ of

report immediately pri
the date of settlement.

Preliminary Title Report
t money contract has been signed, it is a gooq ;4.
a to

whatever title insurance company has beep, g electeq
der RESPA rules, the seller may not require thto
d from a particular title company as 5 on ditioi:
or l'eject
adequate
quired t,

When an earnes
“open title” with
handle the closing. Un
title insurance be purchase .
of the sale. However, the mortgag? lender has a right to accept
a proposed title company, as the insurance coverage must be

fof the lender. To facilitate selection, lending institutions are re
submit a statement to the borrower listing acceptable title companies g
attorneys, along with the charges the borrower might expect, Also, ap
business relationship between the lender and a settlement service pro.
vider must be disclosed. In practice, the title company selected is nor-

mally located in the same county as the property being sold.
A preliminary title report is normally furnished by the title company

to both the real estate agent and the mortgage company. The informatjop
contained is a confirmation of the correct legal description, and it als,
includes the names of the owners of the property as filed in the county
records, any restrictions or liens on the property, any judgments against
the owners of record, and a listing of any requirements the title com-
pany may have to perfect title before issuance of a title insurance policy.
The report is for information only; it is not to be confused with a title
binder, which legally obligates the title company for specific insurance.
Title companies normally make no charge for the preliminary report,
as it is part of their service in anticipation of writing the title insurance

policy at closing.

RESPA REQUIREMENTS

As amended in 1976, RESPA applies to residential mortgage loans only.
Commercial loans are not included in the provisions of the act. Residential
mortgage loans are defined as those used to finance the purchase of one-
to four-family housing, a condominium, a cooperative apartment unit, 2
lot with a mobile home, or a Iot op which a house is to be built ora mobile
home located. RESPA requirements can be divided into two gener al et

egories: (1) information requirements;/and (2) prohibited practices




RESPA Requirements

ion Requirements
a

I o required to furnish certaip g

5 iy ; pecific i :
wﬂder and additional information to ¢ : nformation to each loan
aPPlicanft (Jows € Dorrower prior tq closing a
a5 IOHET

s

m
lnfor f 1 lo .
| a loan application, or
i . not more than three business days

i th der must give the applicant
e efifgoklet entitled Buying 50." Ho;:o'llzlzeobfszlilzw e,
PrePCfO (C onsumer Affairs and Regulatory Functions of1 iﬁzegasreg: , thte
Oﬁit of Housing and Urban Development. This booklet wi]l.stlortf ai)é
mﬂélate ond revised for the new Closing Disclosure form, ’
i 0p purt Oe of this booklet describes the settlement process and the
. of the charges that are incurred. It suggests questions for the home
E:lyef 10 ask that mig}tt help Clatify eharges and procedures. It also lists
i dillegal practices and gives information on the rights and reme-
o lable t0 home.buyers stlould they encounter a wrongful practice.
o is an item-by-item explanation of settlement services

part TW
sdcosts. gample forms and worksheets are included to help guide home

aking cost comparisons.

atiO” BoOk’Et

| uyers in m
oon Estimate (F/K/A) Good Faith Estimate

| iin three business days of accepting a loan application, a lender
1 sequired to submit 2 Loan Estimate (F/K/A, formerly known as the
god faith estimate) of settlement costs to the loan applicant. Settlement
1 durges are estimated for each item anticipated, except for prepaid haz-
{ utinsurance and cash reserves deposited with the lender. (Reserves are
{ sbjectto RESPA restrictions, which are detailed later.) The estimate may
1 hstated as a dollar amount, and the information must be furnished in a
1 terand concise manner using the Loan Estimate promulgated form. The
_ E(fﬁd hith estimate form, illustrated in Figure 16-1 has been replaced
|t the new disclosure form called Loan Estimate (Figure 16.2). The
" Estimate form uses the terminology, but no longer the account

| “tlmbers, from Section L of the mandatory Settlement Statement (see
Fioe 16-4),
PA Inte

isihis form will be replaced by the TIL
Sed later in this chapter (after;th

|
P

rated Disclosure,
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v"“‘r = £ . Appr
S ." Good Faith Estimate (GFE) "N, 20
<Ml S

Poan v
| | e 2 s

xﬁxnm : i Date of GFE

This GFE gives you an estimate of your settlement charges and loan .
Purpose this loan. For more information, see HUD's Special Information Book]t;n:: you are 3PProved,

Truth-in-Lending Disclosures, and other consumer information at www hudSettlement Charges

you would like to proceed with this loan, contact us. G- 90v/respy, if you de)é?;

Only you can shop for the best loan for you. Compare this GFE with other loan off,
ers

Shopping for i
yourplgar? the best loan. Use the shopping chart on page 3 to compare all the offers you receivé SO you cap fing
ortant dates 1. The interest rate for this GFE is ava'il."-.\ble‘ through ]
Imp interest rate, some of your loan Origination Charges, and the monthly paym glf:eL this time, 1he
Shown belg,, Ca
n

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 D days (your ra] :
rate ock pefiod)

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 $ s
your loan Your loan term is \\\
years

Your initial interest rate is %

Your initial gonthly amount owed for principal,
interest, and any mortgage insurance is
: Y 929 5 per month

Can your interest rate rise? O No [ Yes, it can rise to amaximumof g
__Thefirst change will be in

Even if you make payments on time, can your 0 No : .

X ' oLl Y .
loan balance rise? :D es, it can rise to a maximum of §
Even if you make payments on time, can your L No [T Yes, the first increase canbein

monthly amount owed for principal, interest, ;
and any mortgage insurance rise? ﬁ';g tt:: esmonthly a?ﬁ:’:;‘:’{:ﬂﬁ;‘

can everrise to is §

Does your loan have a prepayment penalty? (] No I Yes, your maximum prepayment

penalty is $
Does your loan have a balloon payment? LI No [ Yes, you have a balloon payment of
L $ duein  years.
iE:gfn";?iccount Some lenders require an escrow account to hold funds for paying property taxes or other property:
on related charges in addition to your monthly amount owed of $

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.

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

Summary of your " —
Your Adjusted Origination Charges (See page 2) $ -
I

settlement charges
B Your Charges for All Other Settlement Services (See page 2. $

+ B Total Estimated Settlement Charges E:
D-GFE) !

Good Faith Estimate (HU

FIGURE 16-1 Good Faith Estimate

Source: www.HU D.gov




g Your Adjusted Origination Char
i — -Hlarges
al"d 1. Our origination charge

;ﬁﬁﬂ;ad‘arg es This charge is for getting this loan for you
2. Your credit or ch : .
M [ The credi: :r Zhrg: {points) for the specific int, x
*Qur origination :; 2:;; tb(esg‘ete,"e'a‘t rate of%me chosen e S
You receive a credit of 5. ftem 1 above) % is included in
This credit reduces for this
your settle r this interest
[ You pay a char. ment charge rate of [
L ge of s ges. %.
This cha ints) i for this i
i rge (points) increases yourot::;}ajllssg‘ttle;ﬁ?t r?tceh of
ent charges,

The tradeoff table on
page 3 sh
settlement char Shows that
ges by choosing a diﬂere&?‘;nig?e:rf:?efy&)ur total
@ for this loan,

-ﬂ Your Adjusted Origination Charges

S

arges for All Other Semomont Servic :
€S

Your Ch

; 3. Required services that
;‘ ndh;;Z::ent These”chﬁrges are for s:'rsi:zlﬁ require t
. " : ire
ﬂ"dﬂnge;fﬁ;‘:g i gi iv ‘7;e choose the providers of these servig ;:mmete your settlement.
ﬁ,:;fop e :M_ “—~~—~ﬂ1’9.‘;_____
i

4. Title services and lender’s title in
\ . | Surance
This chlarge :-Tc.ludgs the services of a title or sett|
example, and title insurance to protect the Iendere ?f‘f: t 3_ge(r;t, for
g quired.

5. Owner’s title :\nsurance
You may purchase an owners title in .
in the property. surance policy to protect your interest

[

6. Requireg services tfhat you can shop for
These charges are for other services that f

- . are re
settlement. We can identify providers of these geurl\;ﬁ:g:%rc omplete your
for them yourself. Our estimates for providing these servic):;ua?: %Z?:P
W.
Charge

Service

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

our escrow account
V\t account to pay future recurring charges

9. Initial deposit for
all property taxes, [ all insurance,
3

This charge is held in an escro
on your property and includes
and [] 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 month or the first day of your
normal mortgage payment cycle. This amount is $|jper day
for [___]days (if your settlement is ).

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 Ghatoe . e

B Your Charges for All Other Settlement Services

N+B

e,

. Good Faith Estimate (HUD-GFE) 2

H
5w

f
GURE 161 (Continued)
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Instructions

Understanding
which charges
can change at

settlement

Using the
tradeoff table

Using the
shopping chart

If your loan s
sold in the future

CHAPTER1

This GFE estimates
actual costs. Compa
own provider an

a Our origination charge

credit or charge
. c interest rate
. you lock in your interest rate)
= Your adjusted origination charges
(after you

a Transfer taxes

Jock in your interest rate)

6 Settlement Procedures

your settlement charges. At your settlement,
re the charges on the HUD-1 with the charg
d do not use the companies we identify. (See below for deta

ints) for th e
osen (after

can increase up to 10%

» Required services that we select

= ired
T m

u Title services énd?lénder‘& title

insurance (if we select them or

 You use companies we identify)

» Owner’s title insurance ﬁf U s

companies we identify) yougee
. Rhequifred G?ervfces that you can
shop Tor (if you use companies

. Identif) ;5w R aies e

you will receive aH
es on this GFE, Chy,

s Government recording chargés“'

1,2 fOrm
ils.)

= Daily interest

# If you want to choose this same loan with a lower interest rate, then you

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

then you will ha

will have hj

ges Can Change

|1 %efsﬁﬁe-n! ;
 Eld mmpa""&sm‘dagﬁ"*m
; b’m%
Vinerest chargeg
: : L= Homeowners insurance

m&d we offered you this loan with a particular interest rate and estimated settlem,

ent Charges. H 3
& If you want to choose this same loan with lower settlement charges, Owever:

Ve a higher inte )
gher settlememr::'g&'

afrm' Your
you

Loan originators have the option to complete this table. Please ask for additional information if the table is not i
Comp| ed

Your initial loan amount

Your initial interest rate’

Your initial monthly amount owed

$ $

_s\

this GFE

Change in the monthiy amount owed from

No change

You will pay §
more every month

settlement with this interest rate

Change in the amount you will pay at

No change

Your settlement charges
will be reduced by ch,
$ $

T

You will pay$
@SS every month

Your settlement

%

arges Mll‘nq‘mby

charges will be -

How much your total estimated settlement  [$ $

s\

" For an adjustable rate loan, the comparisons above are for the initial interest rate before adjustments are made,

Use this chart to compare GFEs from different loan ori

Loan originator name

ginators. Fill in the information by using a different columa

for each GFE you receive. By comparing loan offers, you can shop for the best loan.

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? ===
) o |

he loan
e ot change !
Some lenders may sell your loan after settlement. Any fees lenders receive in the future cann

you receive or the charges you paid at settlement,




i
i

pisclosure Statement
. Di

S,rv'""ng Disclosure Statement is Tequireq |,

. ing the lender must discloge
Sel'vlﬁ Je W?ne:; be assigned, sold, f)l’ tran . any other Person at
art loal e the loan is outstanding, The disclosype is delivereq the
ofth.m o whi ;l by the processor, loap Originator of insured financig]
At 0 nortgage broer. | | |
P ion OF or broker is required 1o deliver the disclosure that is
The 1en‘i;rr the Consumer Finance pro,
- od UN

Nder the Same 3.y disclo-
Whethep Or not the Servicing
sferred ¢,

Ction Board (CFPB) Regu-

Real Estate Settlement Procedures Act
RESFA,

. | SPA
the Real Estate Settl_ement Procedures' :ﬁ)ﬁiﬁoz
ysof july 21, 2311’ d enforced by the consumer financi
‘nistered arl el
js admunis RO lated to their mort-
Bureal (CEPB). ith questions or ;vcompla'mtsB’reCaonsumer Response
Consumers W. iver Can_»contact the CFPB’s D) or can click on:
eor MOrtgage S26372 (855-729-2372 TTY/ TD |
-411-
team at 855

‘ http'//www.consumerﬁnanCe.gov/ :

ttl e

. * s ’ b‘ OV:
 §eCAPB at CFPB_RESPATnquiriese@cfpbg
; e -

.
PA) ensures tha

te Settlement Procedures Act (RESPA)

The Real Estate Se

; helpful infor-
 ded with more
: ion are pI'OVlde rotected from
, out the nation ent and p e
, Commers through f the mortgage settlem rtain abusive practices.
- Mation about the Cotsttl g ent charges caused by ce
Unecessarily high settlem

ini rtgage financin "
nt RESPA Rule makes obtau:mg mortg
it y sumers.
dearer alld, ultimatel 4 cheaper for con
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that clears up or improves the model language o, d be
specific situation. A sample of a Servicing Disclosyre StatSt €Xplaing th
emen is : ¢

e

Appendix.

RESPA Roundup

In following up on the guidance given to the new CFPB, anq

years of the use of the GFE introduced in 2010 (as sh own in after Sever,]

new combined GFE and Truth-in-Lending Disclosyr, formlgure 16-1),,

as the TILA-RESPA Integrated Disclosure, or the Loan E“"ma’t :low knoyy
Was intl‘()‘

duced in October 3, 2015 (see Figure 16.2).

Designated Service Providers

If a lender designates settlement service providers—whg perfor

tasks as legal services, title examination, title insurance, or the COnnc; such
the settlement—the normal charges for these specific providers m:llctt t(:f
incorporated into the Loan Estimate. Furthermore, whep siich o dse ; e
nation occurs, the lender must provide, as part of the Loan Estimate tlﬁ
name, address, and telephone number of each designated provider ’Ane
business relationship between the lender and an affiliated service provide};

must be fully disclosed, including an ownership interest of one percent
or more. A rule issued by HUD in December 1992 prohibits any fee paid

between affiliated companies for a referral, and there can be no conditiog
requiring use of an affiliated company in consummation of the transaction,

Disclosure of Settlement Costs

As a part of the RESPA requirements, the newly required disclosure
designed by the Consumer Financial Protection Bureau called the Clos-
ing Disclosure (Figure 16-3), a uniform settlement statement, is man-
datory for residential loan closings. Account numbers and terminology
are standardized on the form, and it is expected that settlement chargef,
however designated in various parts of the country, be fitted into this
form. A copy of the completed form must be delivered by the settlement
agent to both the buyer and the seller at or before the closing. Since 'SOEZ
of the information needed to complete the form may not be avaﬂal'v-
until the time of actual closing, the borrower may waive the right ;f (:fate-

ery at closing. However, in such a case, the completed settleme
ment must be mailed at the earliest e G
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S 30 years
W e it
,ﬂ“::: g’"‘"’wwm LOANID » Tzcms tional OFHA QVA g
anprow: USA ot 789
w ONO m YES, until 41672013
- glock 1, small i Seodisien dummmhmmMMMM@
r'“'ﬂﬂ o7 you lock the interest rate. All other estimoted
» 5180000 dosing costs expire on 1011572018, 5:00 pm. EDT
"‘u __Can this amount increase 'ﬂ-ﬂddslng? ‘ : ‘»-"‘ T
: $162,000 NO
mount
W] 3a75% No
st R2
e
ot ments elow fo1you1
“ : dfo(dmw Paymen
/ . Doestheloan h“.th.“mmr | o
nent Penalty YES ::s :“29;;:; $3,240 f you pay off the loan during the
el NO
incipal & nterest $761.78 $761.78
origage Insurance + 82 + -
anated Es 206 + 206
Amount can Increase over time
Esimated Total $1,050 $968
Honthly Payment
o This estimate includes In escrow?
{X] Property Taxes YES
"g“"‘dm“' insurance $206 (] Homeowner's Insurance YES
m: m:m overtime amonth I Other:
See Section G on page 2 for escrowed property costs. You must pay for other
property costs separately.
Etimated Closing Costs $8,054 Includes $5.672 in Loan Costs + $2,382 in Other Costs - $0
N in Lender Credits. See page 2 for details.
Himated Cashto Close $16,054  Includes Closing Costs. See Cakulating Cash to Close on page 2for detalls.
\'_-’—_“
— Visit www.consumerfinance.gov/mortgage-estimate for general information and tools.

FiGy

PAGE 1 OF 3 « LOAN 1D # 123456789

Sﬁwcessvj&z TILA-RESPA Integrated Disclosure Form

€0 )
nsumerﬁnance.govlmortgage—est|mate
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Closing Cost Details
Charges . $1,802

;s % of Loan Amount (Points) :;gg
Application Fee S
Underwriting Fee

B. Services You Cannot Shop For $672
Appraisal Fee S;gg
Credit Report Fee

Flood Determination Fee $20
Flood Monitoring Fee $32
Tax Monitoring Fee 575
Tax Status Research Fee $10
- €. Services You Can Shop For T $3,198
Pest Inspection Fee s ;:g
Survey Fee

Title - Insurance Binder $700
Title - Lender's Title Policy $535
Title - Settlement Agent Fee . fgﬁf

Title - Title Search

D. TOTALLOANCOSTS (A+8B+C)

LOAN ESTIMATE

FIGURE 16-2 (Continued)

ol BT o il

Nsurance Premium ¢

Mortgage insurance py, Month Sagy
m )
Prepaldlnrgecest ($17.44 Per day for 15 )
Property Taxes ( month) %5 @387y,
G. V"‘"‘“'EWWP‘M;&‘ T
Homeowners Insurance S10083 . e
Mortgage Insurance 5 :f"l':\:nmhh 2mo, ?2::
Property Taxes $105.30 per monun o .
i
H. Other -
Title - Owner’s Title Policy (optional) R L SLo
SLoNR

. TOTALOTHERCOSTS (E+FaG oty

$238

J. TOTAL CLOSING COSTS T
D+l —._ ]
Lender Credits Sa.054
Total Closing Costs (J) 7 $8.054
Closing Costs Financed (Paid from your Loan Amounty 59
Down Payment/Funds from Borrower $18000
Deposit , -$10000
Funds for Borrower %
Seller Credits , %
Adjustments and Other Credits 50
Estimated Cash to Close $16,054
PAGE 20F 3 + LOANID# 12345678



RESPA Requirements

ure This form is q st
n g DiSClos e ‘Shoten:emofnno, Hoan term
|05i 0an Estimate, | " <Iosing costs.
( Transactio Ompave this
pnfor mamn: oper 37 2016 Soromer SHEinalion
A Joe Borrower
m&r:" october 15®, 2016 123 From Stree Loan Information
e . octover 197 2000 UsA o Loan Term 30 ymars
o pate mamtmmmv,USA Seller Hellen Seiter 000000 Purpose  Purchase
W ErY Product  Fixeq
s us oooo Boytoun, Usa g »
' },,Mmmuinmm tender ABC USA 000000 Loan Type @& Conventional
" 1ok Mortgage Co ety OFHA
v 856 Front § L = S
st Ray treet oD 123456789
w,,p own, USA 000000 MICs 000654321
- C,""ithls amouvntvlv ST e s
e A e s o
’ $162,000 NO feaseafterclosing? - - ]
joo" pmov™
e 3.875% NO
joter® - g Interest $761.78 NO
'mmlyed 15 below for your
WM wonthly t
Joes theloan have these features? . -
YES -As 5 fvou oav off the loan .
foh 5320 o ek s e
NO
v Mortgage insurance * §2.35 o —
: + 206.13 + 206.13
imated Escrow
mt canincrease over time
ﬁ‘o‘.ﬁﬁfﬂgﬂm $1,050.26 $967.91
T This estimate includes In escrow?
Estimated Taxes, Insurance {X! Property Taxes YES
4hssassments $356.13 Homeowner's Insurance YES
Amount can increase over time amonth %) Other: Homeowner's Association Dues NO
Seepage 4 for details Seefscmw;tcmunwnpageuo:dewl& You mus! pay for other property
costs separately.
Cusng Costs $9,712.10  Includes 5469405 i Loan Costs + $5.018.05 In Other Costs - 50
- in Lender Credits. Se page 2for detalbs
SRR
(Hhto Close $14,147.26 includes Closing Costs- see Calculating Cash to Closeonpage 3 for detalls
\—_‘_‘ JT——
oG DISCL05URE PAGE 1 OF 5+ LOANID? 123456789
FIGUR
Source- E 16.3 C|o
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Details ;
Closing €05t Wi e g
- $1,802.00 M“'m Other!
charges $405.00 . [ ——
A. Origination Amount (Points) ~ $30000 | S
o ozs';::z ; $1,097.00 | .
©2 m
o M'« - -
. ) o
o - - o -
07 o B - - Gt S
- e e $236.55 — ] -
‘Wo::mmmﬂww John Smith Appraisers Inc. $20.80 | P
L, S s b
o3 Flood Determination Fee to InfoCo. $31.75 .
Monitoring Fee $75.00
04 Rood fee to Info Co. So000
g:t:srmmmm to InfoCo.
07 N
08
oe -
;:—_0 Services Borrower Did Shop For SEASNNG
01 Pestinspection Fee 10 Pests Co. 5;::% ;
to Surveys Co.
92 T‘::?"'" - i " to | The Great Titte Company, USA $650.00 -
g: m_mmm lo i The Great Title Company, USA sm‘w
o5 Title - Settement AgentFee 1o | The Great Title Company, USA ©$500.00 . .
06 Title - Title Search to ¢ The Great Title Company, USA $800.00
08 > : A
“D. TOTAL LOAN COSTS (Borrower-Pald) W i
Loan Costs Sublotals (A + B+ C) 5466425  $2980 i I
'E, Taxes and Other Government Fees . . . R ey o -
01 Recording Fees  Deed: 34000 Mortgage:$45.00 ¢ 3 L o
02 Transfer Tax B -1, 2| ——— $950.00
01 Homeowner's Insurance Premium ( 12 moJ) toinsuranceCo. §
02 Mortgage Insurance Premium{ mo.} ) !
53 Prepald Interest ($17.44 perday from 1018718 %0 112338
04 Property Taxes ( 6 mo)to AnyCounty USA e
05
G.Initial Escrow PaymentatClosing
01 Homeowners insurance 510083 permonthfor 2 mo, 166
02 Mortgage Insurance  permonthfor mo. N .
©3 Property Taxes  $105.30 permonthfor 2mo. $21060
o
o - e e sl
po
T2 - I o ;\
-%“;MMM!‘!}.‘“ 001
o WOAProcessingfee 1o HOAAGelnc. $15000 |
- Home Inspection fee  tobngineersine. $750.00 3750001
o m”“"'wﬂ'myf« 10 XYZ Wartanty Inc. $450.00
X mimCmnuon to Alpha Real Estate Broker v $5,700.00
o7 m_"“"wc“‘m“""“mm .. toOmegaReal Estate Broker A $5,700.00
o8 ance (0ptional) The Grest Title Company, USA $1,000.00
LTOTAL COSTS (Borr -

Other Costs Sublotals € 4 F 4 G o W)

3. TOTAL CLOSING COSTS (Borrower

~—iedts
CLOSING DISCLOSURE

FIGURE 16-3 (Continued)




RESPA Requirements

561
Use this table to see wha
'%mimm
) Dldﬁlhd\mg.
210 Yes See‘rmlm
YES . You paig comm‘“"‘mothuc«mn
R SO "*“Ownoamb«oum,.,., :
YES -S«dmasu.s.m«.,xwl TR s
$16,054.00 $14,147.26
Use this table to see a summary of your transaction,
SELLER’S TRANSACTION
. $189.76230.  M.OuetoSelleratCiosing Sooeo $180,080.00
,,ud"“ $180,00000 01 Sale Price of Property $180.000.00
o o 02 Sale Price of Any Personal Property included in Sale B
et sose230 o3 '
‘v' a”“ SRR R M ‘
099 : O .
- - e H0 bfis Ss _ m . ZAGE Sy
¥ - mAdﬂ"“ Justment MslebySdmlnMnmo I
dem"
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('WNme 0 7o Borrower

e
: URE16.3 (Continued)

l;M

oS00
5 $115,665.04.
61 Bxcess Deposit N
02 Closing Costs Paid at Closing () 1$12.800.00

43 Existing Loan(s) Assumed or Taken Subjectto

;"M Payoff of First Mortgage Loan _ . $10000000

13
Adjustments for items Unpald by Sefler - gsen”

14 Gt?ﬂow"'fwuslmoxons/m
T Oyl Tases usnmzonszw 15 CountyTawes
: N, — .
| sm m.zo Tota ouewwmacw:lbn: ;?m) i ~5\M15,&$04
%%wamammm ~$175,615.04 Yotal Due from Seller oo e
$14,147.26 cash {J From (& To §
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his Loan

Additional Information About T

[ Lo oiscosure: Iy

Assumption
if you sell or transfer this property to another person. ywm:
D3 will allow, under certain conditions, this person t0 ssu
1oan on the original terms.
[X! will not allow assumption of this loan on the original terms.

Demand Feature

Your loan

D has a demand feature, which permits your lender to require e':rty
repayment of the loan. You smwdmw)'ournote{or

® does not have a demand feature.

your lender will charge &

Late Payment
¢t payment.

if your payment is moie
late fee of 5% of the mon

Negative Amortization (Increase In Loan Amount}

Under your loan terms, you

[ are scheduled to make monthly payments that do not pay au‘;af
the interest due that month. Asa result, your loan amount wi
Increase (negatively amortize), and your loan amount will likely
become larger than your original loan amount. Increases in your
foan amount lower the equity you have in this prm .

7 may have monthly payments that do not pay all of nteres
duey that month. If you do, your loan amount will increase
{negatively amortize), and, as 3 result, your loan amount may
become larger than your original loan amount. Increases in your
loan amount fower the equity you have in this property.

(® do not have a negative amortization feature.

than 15 days late,
thly principal and interes

Partial Payments
Your lender
nts that are less than the full amount due

¥ may accept payme
(partial payments) and apply them to your loan.
til you pay the restof the

7 may hold them in a separate account un
payment, and then apply the full payment to your foan.

7 does not accept any partial payments.

if this loan Is sold, your new lender may have a different policy,

Security interest
You are granting a security interest in

777 Gadzooks Drive, Anytown, USA 60000
Lot 7 Block 11, Smalf Mountain Subdivision

You may lose this property if you do not make your paymen
satisfy other obligations for this loan, e i

CLOSING DISCLOSURE

FIGURE 16-3 (Continued)

\
Escrow Account

For now, your loan

& will have an escrow account (also called
account) to pay the pmpenymammt 1"“““"1 or trust-
account, you would pay them directly, possibi hwm"’mmm

ts 3 year. Your lender may be liable for ".‘:bg.

paymen
for falling to make a payment.
wmesamm:‘y‘;‘:&mnh
Insurance
Property Taxes
Non-Escrowed $1,800.00 | Estimated
You may have other property costs.
Initial Escrow $412.25 | A cushion for the escrow account v,
Payment MﬂMs«meim"'wml
Monthly Escrow $206.13 | The amount included
Payment monthly payme in your total

{73 will not have an escrow account because [lyou declined
demtoﬁrm'mmmnmyy?p:ymwo:aym
costs, such as taxes and homeowner’s insurance. Contact your

lender to ask if your foan can have an escrow account,

]

Property Costs Mwmm&'&m
g o 1 in one o two large payments a yeat.
Escrow Waiver Fee

In the future,

Your property costs may change and, as 3 result, your escrow pay-
ment may change. You may be able to cancel your escrow account,

but if you do, you must pay your property costs directly. if you fall

t0 pay your property taxes, your state or local govemment may (1)
imposeﬁmsandpenamesormphceataxuenonmml
you fail to pay any of your property costs, your lender may (1) add
the amounts to your loan balance, (2) add an escrow account o your
mmwﬁ}mwmyoutopaylormpenyimmumwm
buys on your behatf, which Ifkely would cost more and provide fewst
benefits than what you could buy on your own.




6%

.\
o

$285,803.36 g‘*m&:ﬁm“’mmm .
Informanpr UYL Ieceived . poge 410353 day betory oy

——  Contract peray
$162,000.00 mmhm for
’ A M s if m

-Whalsadefammt’:gu your

4.174%

;hb'ﬂtnfmmwm
your lender forecloses on this
69.45% mmamdmwwmwﬁnvg&mmm
= state law may protect you from

refinanceor ke on any addtonsl et on e st 1YV

J— 3 state law does not protect you from Habiity for the unpad batance

R
rorms costsonm“fmmw;::tm ; “.:“n:““;:\glhkbiﬂwﬂldopendmmﬁnmmm
loan wW_Togﬂmm"c"u““ thepfowtyvalue.andmrketcondimmﬂaynotbeablelo
ldo‘mm‘ complaint, contact the Consumer . tefinance this loan.
or !cﬁongugeauat
financil fnance.gov/mortgage-closing Tax Deductions
www.cons . ifyoubomow more than this property is worth, the interest on the
R TR S R A loan amount above this fair market value is not deductible
e SR from your federal income taxes. You should consult a tax advisor for
mote information.
information T mortaaqe Broker | RealEstate Broker | Real EstateBroker | SettiementAgent
wnder e e |
e T | |omegaRealEstate | AlphaRealEstate | The Great Title
o Broker inc. Broker Co. ‘ ‘Company, USA
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- Lane 987 Suburb Ct. Commerc
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. Joe st I 1 mlivi |
CnatNMLSID 12345 o PI6415 ‘
lseld - | samgomegaredz | joe@3 i Gresttitieco.0m
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N Rl g 3.555-1717 321
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CHAPTER 16 Settlement Procedures

The HUD-1 settlement statement form was replaceq by the ..
Disclosure form seen in Figure 16-3 for a fixed-rate mortgage, 'Ihis0 o
Closing Disclosure form went into effect on October 3, 2075, ew

Borrower’s Right to Disclosure of Costs Prior to Closing

A borrower has the right under RESPA to request an inspectjqp, of th
settlement statement one business day prior to closing,. The form ig Come
pleted by the person who will conduc.t the settlement procedureg. If;
buyer wishes to make such a request, .1t would be wise to do s severa]
days prior to the closing date. Preparation of the information takes time
and a late request may simply force a delay in the closing date. The ac;
does recognize that all costs may not be available one day prior to el
ing, but there is an obligation to show the borrower what is available,
if requested. The variance rule governing the GFE in use in early 2011
would also be in effect. With the passage of the Mortgage Disclosure

Improvement Act of 2008 (MDIA), the 3/7/3 Rule mandates a seven.
business-day waiting period once the initial disclosure is provided before

closing a home loan. Therefore, before a borrower can close on a trans-
action, he or she must have received the initial Loan Estimate statement

disclosing the final annual percentage rate (APR) seven days prior to the

scheduled closing.

Prohibited Practices

The vast majority of settlement procedures have always been conducted
in an ethical manner by qualified professionals. However, abuses do
occur occasionally, and it is one of the purposes of RESPA to expose
unfair practices and make them illegal. Two such practices are described

next.

Kickbacks
The law specifically prohibits any arrangement in which a fee is charged;
oraccepted, when no services have actually been performed—an arrange
ment known as a kickback. The prohibition does not prevent agents ff)f
the lender, attorneys, or others from actually performing a service I
connection with the mortgage loan or settlement procedure. Nor does It
prohibit cooperative brokerage arrangements.such as are nIYﬂu{ld
in multiple listing services orffeferral arran
agents and brokers. The tap |




arty returns a
ere? c.’ne Party. The abuse Part of the fee to obtaj
o ng P Involved he AN business from

ert! - . re
e € ot can result in a higher settlem, » of course,

g increase in the . ent fee for t
5fr3ﬂr w'ith nol S€rvices rendered. s

a o
C"mpand charges of competing title companieg
S psurance fall under the regulatory aut}‘1

e = ority of th
prtt”  piform. In such cases, competiti e state and are
on would be in the .

quality of

[hgrefofe d. Also, lenders retain the ri

it 5 offered- ’ © their mini e right to reject title insurance

smies at Jo not meet their minimum requirements of financial strecogrtr}ll-
ngth.

| TRUT|_|.|N-LENDING ACT

eTruth'i"'Le“di"g Act (TILA) is a federal law that became effective in
1969 s part of the Consumer Credit Protection Act. It is imple-
4 by the Federal Reserve Board’s Regulation Z. The purpose 0fpthe
re lenders to give meaningful information to borrowers on
sumer credit, which includes credit extended in real estate
 sactions: The credit covered must involve a finance charge or be paya-
" jeinmore than four installments. Credit extended for business purposes,
- hich includes dwelling units containing more than four families, is not
- giered by this Jaw. No maximum or minimum interest rates or charges

 frcredit are set by the law, whose purpose is primarily one of disclosure.

. While TILA contains a limited right allowing the borrower to rescind
I ancel the credit transaction, and covers in considerable detail all types
 (fadvertising to promote the extension of consumer credit, the principal

%

! fatures discussed here are the disclosure of the finance charge and the

- mual percentage rate (APR).
When dealing with a Truth-in-Lending disclosure now called the

' lun Estimate that has replaced the TILA & GFE as the new integrated

icosure for a residential mortgage, creditors must re-disclose and make
summation differs

Ifl;w disclosures if the annual percentage rate at con
agen;?e estimate originally disclosed by more than 1/8 of one percent-
m Oflgt in regular transactions (a fixed-rate mortgage) or by more than
e g N¢ percentage point in irregular transactions (an ad]ustable-
leg; Ortgage), as defined in footnote 46 of § 226.22(2) (3). Should a

Usclogy : ., : .

- pente ,

i COSt Of con
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The Federal Truth-in-Lending Act—Regulati Z
on

Details can be found by visiting the Consumer Financjq) p
al Prg

Bureau website at http://ﬁles.consumerﬁnance,gov/f/2 0131 tectiop
1

tila-narrative-exam-procedures.pdf. ~cfpb_
Purpose
The purpose of this regulation is to promote the informed yge £

OI cop-

sumer credit by requiring disclosures about ijts terms and cog
regulation also gives consumers the right to cancel Certains . Th.e
transactions that involve a lien on a consumer’s principal dw;ffdlt
regulates certain credit card practices, and provides 3 means for lfn.,
and timely resolution of credit billing disputes. The regulation d:lr
not generally govern charges for consumer credit, except that se:&-;
eral provisions in Subpart G set forth special rules addressing certajy
charges applicable to credit card accounts under an open-end (not
home-secured) consumer credit plan.
The regulation requires a maximum interest rate to be stated in
variable-rate contracts secured by the consumer’s dwelling, It also
imposes limitations on home equity plans that are subject to the
requirements of § 226.5b and mortgages that are subject to the require-
ments of § 226.32. The regulation prohibits certain acts or practices in
connection with credit secured by a consumer’s principal dwelling
The regulation also limits certain practices of creditors who extend

private education loans as defined in § 226.46(b) (5).

Coverage
In general, this regulation applies to each individual or business that

offers or extends credit when four conditions are met:

i. 'The credit is offered or extended to consumers;
ii. The offering or extension of credit is done regularly; |
i, 'The credit is subject to a finance charge or is payable by a Wite?
agreement in more than four installments; and ;

iv. The credit is primarily for personal, family, or household purpose

S i % : - T +,
T A s
R o,




3
ﬂfer:exclu ded purchase costs are legal fees
e cording fees, title insurance premijumg

¢, and credi

e W credit report

IP—IO eveD quch charges mus.t b? ltemized and disclosed to theiuitsharges.

e ca5€ of first MOTtEAGES intended to purchase residential dwellilin : r.tllln
, tNE

harge need b
Jlar finance chars not be stated, alth
' tage ate must be disclosed. ough the annual per-
il

o Percentage Rate (APR)
i Jnual percentage rate as determined under Regulation Z is not an
et rate.” Interest is one of the costs included in the finance charge
TeAPRIS the relationship of the total finance charge to the total amount
obe fnanced and must be computed to the nearest one-quarter percent.

Right of Rescission

1is worth noting that TILA provides that for certain transactions
gured by a consumer’s principal dwelling, the consumer has three
hsiness days after becoming obligated on the debt to rescind the trans-
ution. The right of rescission allows the consumer time to reexamine
becredit agreement and cost disclosures and to reconsider whether he
ashewants to place his or her home at risk by offering it as security for
fhe redit, Transactions exempt from the right of rescission include res-
tatial mortgage transactions, such as purchase money transactions
Wd?f Section 226.2(a) (24), and refinancing Of consolidations with the
"inal creditor when no “new money’ is advanced.
eKpgh?transaction is rescindable, a consumer must.
ing that the creditor has a security interest 11

be given 2 notice
the consumers

565
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home, that the consumer may rescind, how_the consumer May re. .
the effects of rescission, and the date the rescission period eXpires €SCing,
To rescind a transaction, tbe cons.umer must notify the Crec.l‘
writing by midnight of the third business day after the latest Ofltor :
events: (1) consummation of the transaction, (2) delivery of Materiy three
disclosures, or (3) receipt of the required notice of the right to regg; ;11‘ IL
purposes of rescission, “business day” means every calendar daYnex.cI;;

Sundays and legal public holidays.

SETTLEMENT PRACTICES AND COSTS

As noted earlier in this chapter, settlement practices Vary considergp
in different sections of the country. There is no federa] requiremen
change any basic practices for residential loans except where it is pe ’
essary to add some disclosure procedures and to eliminate any prohil():~
ited practices. RESPA set limitations on the amount of reserve, or escrow~
accounts that may be held by lenders, and there is one mandatory forp, t(;

be used in the settlement of residential loans.
The mandatory uniform settlement statement for ig illustrated i

Figure 16-3 and will be used as the basis for the following discussiop of
the various services involved with a loan closing. While the emphasis i
on residential loan practices, the procedures used in closing commercig]

loans involve most of the same services.

Settlement Statement

The design of the Closing Disclosure Form (F/K/A the HUD-1 settlement
statement) places all the costs chargeable to the buyer, or the seller,
on the first page, and a detailed accounting of these costs on the sec-
ond page. The first section, A through I, contains information con-
cerning the loan and the parties involved. Section J lists the amounts
due from, or paid by, the borrower, and Section I details the same for
the seller. The bottom line in each column indicates the cash due by the
b'orrower/buyer on the left-hand side, and that due by the seller on the
right-hand side. Whatever money must change hands is the result of
the two figures. Section . on the second page of the form lists various
Settlement services that can be involved in a closing, with some blank lines
for any separate entries not otherwise clearly identified.

i ghls Particular form myst pe completed for the settlement meet
ng by the person conducting the settlement procedures. A copy of the



‘ fofm It is not I'qulil'ed that all informat

sy’
0 ed 10 do so by the borrower.

yythe
b
t]-)llech

ﬂnec

1
g

v Excess

i

ing th

in% e settlem ion be filleq ;
g, put th ent agent must disclose “d

5

o g’ (lement costs worksheet is algq availab]
08 p ective borrower as a handy guide fo:

Fesd uoted by the various service provide

and is intended for yse

maki .
rs *king Comparisons of

losing Disclosure and Red Flags

nately’ SO borrowers, financing firms, or their empl
e certain fraudulent practices to obtain a loan. The rfsgyee§bn;ay
‘ onsibility

: I-ac 5 . .
p jender’s quality control or compliance procedures should include

one independent of the loan originator and processing staff check
. following items to make sure that they do not raise concerns about
ality during the settlement process.

teloan qU .
Closing Disclosure Form red flags:’

Common
Names and addresses of property seller and buyer vary from other

Joan documentation.

. Seller'smailing address is the same as another party to the transaction.

ive real estate agent commissions paid, or real estate commis-
sion paid, but no real estage agents listed on the purchase contract.

!\ Sales price differs from sales contract.
"\ Reference is made to undisclosed secondary financing or double

eSCTOW.
v Rent prorated on owner-occupied transactions.

-+ Zeroamount due to/from buyer.
| ' . . . b4
- * Closing Disclosure form or escrow instructions conta

in unusual

credits, disbursements, related parties, delinquent Joans paid off, or

multiple mortgages paid off.

mily.” Freddie Mac bulletin, January

- “Fraud Mitigation Best Practices—Single Fa .
m/singlefamily/pdf/fraudpreventlon_

A
. Ce;sed Feb. 19, 20157 at_http freddiemac.co

SEg e .
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. Payoffs for items not consistent with liens listed oy, title copy
Excessive seller-paid marketing, administrative, assignmenmmnen "
fees. t, or trusy

Payouts to unknown parties.

Terms of the closed mortgage differ from the terms approveg .
the

underwriter.
Date of settlement is delayed without explanation,

Most of these red flags point to the most common tYPes of frauq
loan origination process, as the following examples wil] show: e

o Appraisal Fraud - This occurs when a home’s valye is delibe
or fraudulently overstated so that more cash can be obtaineq sately
value could be understated in order to get a lower price on ’a ;othe

re-

closed home.
Employment Fraud - When a borrower claims to be self-emplo),ed

in a non-existent company or claims a better Paying position i, 5 real
company in order to falsify his/her income for purposes of acquiring

a mortgage.
Fraud for Profit — Some of these are simple, while others can be

complex, such as when the fraud involves multiple real estate profes-
sionals in an effort to deceive the lender of cash. Those that might
be involved in arranging an undeserved mortgage may include ap
unethical appraiser, settlement agent, or loan originator who might
all be working with a straw borrower.
Income Fraud - For a time, firms allowed borrowers with hi
over-collateralized proposed mortgages to not have their income
verified. This caused a huge increase in this type of mortgage fraud
which simply consists of the borrower overstating his or her income,
allowing the borrower to qualify for a greater mortgage amount.
Gift Loan Fraud - Frequently, individuals will borrow money from
their family in order to make a down payment on a property. This
allows the underwriter to treat this as a gift, and subsequently as a
reduction in the amount of debt that the borrower appears to have, t0
gain the approval of a mortgage that the lender would otherwise deny
*  Occupancy Fraud - Borrowers often will use the claim of purchas

ing a home for their uge as a primary residence when their tro¢

intent is to use it as an investment property. This is done becaus®



Sett|

e

ment Practices gng c
Osts

’ /Brokef’s Commission (Item 700)
gles

: N .
el commlssf?ilusuany paid by the seller and is listed
i the total dollar amount, then divided between P - t'he set-
articipating

as the sales agreement may provide. The amount is negotiabl
flat fee for the sale or a percentage of the sales amo fm iable and

s payable in Connection with Loan (Item 800)
¢

) identiﬁed by RESPA, the costs of the loan are the fees charged by the

nders 10 process, approve: and make the mortgage loan.

Loan Origination Fee (801) — This is the fee charged by the primary
lender O assemble information necessary to evaluate a loan applica-
fion, t0 Jetermine its acceptability, and to prepare the completed loan
package- The charge is negotiable and varies from 1% to 1.5% of the
loan amount. (The stated amount should match pre-October 2015
GFE Box #1 or the new TILA-RESPA Integrated Disclosure form sec-
ion entitled “Loan COsts Section A — Origination Charges”)
Loan Discount (802) — The loan discount is not truly a fee, in that it
s not considered payment for services rendered. Rather, it is another
wst of borrowed money similar to interest. The discount is expressed
ssa percentage of the loan amount, normally measured in points; on¢
point is 1% of the loan amount. The purpose of 2 discount is to adjust
Fhe yield on a fixed interest rate certificate to a level of return that
is commensurate with the current market rate for money loaned. BY
d.larg'mg a discount for a loan, the Jender increases the return, or yield.
ET to eight points of discount give the lender about the same ret.urn on
0an as increasing the interest rate by 1%. The value of the discount

&pends on the rate of interestithe.highe the market rate; the greater
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the value of a point of discount. As a cost of borroweq mo
the time of loan settlement, a loan discount becomes one Ol;eth .. »
payable for obtaining a loan. (The stated amount gh, uld Inate

October 2015 GFE Box #2 or new TILA-RESPA Integrateq Disch Pr

form section entitled “Loan Costs Section A - Originatiop, Char
ges”)

Appraisal Fee (804) — An appraisal of the Property is e
to establish the value basis for a mortgage loan, Dependip, (f)!ssa
size of the loan, regulated lenders may be required to uSega I;the
certified appraiser. Otherwise, a qualified member of the 1o Ii»date,.
staff or an independent fee appraiser may be used to Provide faqers
data on the value of the property offered as loan collaterg]. Sinceual
appraisal is of value to both the buyer and seller of Property, i man
be paid for by either. Often, the cost of an appraisa js includeg :Y
part of the initial application fee. (The stated amount should matcl:
pre-October 2015 GFE Box #3 or new TILA-RESPA Integrateq pjs.
closure form section entitled “Loan Costs Section B - Services Yoy

-

Cannot Shop For.”)
Credit Report Fee (805) — Applicants for mortgage loans are required
to submit credit reports, usually from both a local credit bureay ang
a national repository of credit data. The information is normally ob.
tained by the loan processor from local credit bureaus (a sample credit
report can be viewed in the appendices of this text). This report is 3
necessary verification of information submitted in the loan applica-
tion plus statistical data on the bill-paying record of the applicant, A
credit report is one source of information that a lender uses to de-
termine if the applicant is an acceptable credit risk. Payment for the
report is most often made by the borrower. (The stated amount should
match pre-October 2015 GFE Box #3 or new TILA-RESPA Integrated

Disclosure form section entitled “Loan Costs Section B - Services You

Cannot Shop For”)

Lender’s Inspection Fee (808) — The lender is permitted to assess a
charge for an inspection of the property offered as collateral. The in-
spection can be made by the lender’s personnel or by an independ-
ent inspector. The purpose is to examine the physical facilities and
any mechanical equipment and possibly to report on environmf:n'[al
problems. This inspection is not to be confused with pest inspections
which we will discuss later. It is used primarily on construction loans.
(The stated amount should match pre-October 2015 GFE Box #3or



Settlement Practices angd Cost
: ]
W TILA'RESPA Integrated Disclosure form sect
1" Section B = Services You Cannot s, F:f)uo
Cortga e Insurance Application Fee (309) _ 1.
Mo e companies (fharge fees for the bros tVale mortgage ip.-

N entitled “Loan

o fee. ch pre-
catl 43 or new TILA-RESPA Integrateq o ober 2015 GFE
Bo* ™« oan Costs Section B - Services

You Cannot Sh »
rion Fee (810) — An assumption fee is ¢ op For”)

v i . ssentiall ]
o essin® fee charged in trjdns“‘ctlons in which the buyer Jka p‘? N
roperty and assumes liability for payments es title to

0 : o
seller. (The stated amount should match N n a prior obligation

re-October 2015 GFE
3 0rnev TILA-RESPA Integrated Disclosure form section enti-

od “Loan Costs Section B - Services You Cannot Shop For?)

o ment Pre?aration (811) — The charge for preparing legal docu-
ments may D€ listed separately or may be included with other service
5, most likely as a part of the attorney’s fee. (The stated amount
qould match pre-October 201.5 GFE Box #3 or new TILA-RESPA
tegrated Disclosure form seciuon entitled “Loan Costs Section B -
gervices YOU Cannot Shop For”)

Notary Fee (812) — Instruments .that are to be recorded in the public
records usually require that all signatures be acknowledged by a no-
qary public of properly witnessed. Settlement agents are often licensed
for this purpose and may ask a separate charge for their official ser-
Jices. (The stated amount should match pre-October 2015 GFE Box
£3 of NEW TILA-RESPA Integrated Disclosure form section entitled

“ oan Costs Section B - Services You Cannot Shop For.”)
Attorney’s Fees (813) — Few lenders will permit a loan to be closed
without the assurance of a qualified attorney that all instruments have
been properly prepared and executed. In any real estate transaction, the
buyer and the seller may each be represented by their own attorney and,
insuch a case, each may pay the attorney outside the closing procedure.
In the handling of residential loans, the title company Or settlement
- 4ent involved may employ an attorney to handle the legal require-
- Ments and, if both parties agree, the charges are allocated equally be-
“een buyer and seller. (The stated amount should match pre-October
2915 GFE Box #3 or new TILA-RESPA Integrated Disclosure form sec-
“entitled “Loan Co ts Section B — Services You Cannot Shop For?)

SN
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[tems Required by Lender to Be Paid in Advance (Item 900)

There are certain items that must be prepaid in advance at the o,
sin
a loan, as follows. g of

Interest (901) — Since mortgage loans extend for long te

a common practice to adjust the monthly payment ¢, , S
date each month, most often the first of each mont}, The nt:)ment
monthly payment on a mortgage loan includes charge fo, iIr:tnal
est paid at the end of the month—that is, after the borrower by her.
the use of the money loaned. So, to adjust the monthly paymep. ; ad
date other than that of loan closing, the interest charge i compu:) a
for the time period from the date of closing to the beginning of t;d
period covered by the first monthly payment. For €xample, if the se:
tlement takes place on June 16, a prepayment of charges s needed
through June 30. The period covered by the regular monthly Payment
begins on July I, and the first regular payment is dye op August |
(The stated amount should match pre-October 2015 GFE B #10 or.

new TILA-RESPA Integrated Disclosure form section entitled “Other
Costs Section F — Prepaids.”)

Compute the interest charges for 15 days (June 16 through June 30)
on a $45,000 loan at 10% interest, as follows:

» it g

$45,000 x .10 = $4,500 (annual interest cost)
$4,500 + 360 = $12.50 (daily interest cost)
$12.50 x 15 days = $187.50 (prepaid interest due)

The prepaid interest amount of $187.50 would be due at closing and
the full monthly payment on a 30-year loan amounting to $394.91
would begin on August 1.

Mortgage Insurance Premium (902) — Almost all lenders now re-
quire private mortgage insurance on loans in excess of 80% of the
property value. And the FHA has its annual mortgage insurance pre-
mium payable as a part of each monthly payment. The protection ior



Settlement

i pr'C!iCIg

is against and C

the 1ender1 l;dir to n:aior}:?wer default in the -

jes a 1€ ¢ higher ratio 1oq Payment of the |

en®” " jan) than would otherwis ns (up to 959 f, oan, It
e be possible, an dthe Oila conven-

: . s allows |

ntio ; .
@ |udes an issuing fee and is p

git , ayable in f
it ¢ of mortgage insurance should not b:EOa;ft e (11°an closing.
used with mort-

. life credit life, or.disability insuranc .
%nga off @ mortlgqaf;em;hﬁ event of the ;ha;lsiiilwig ;fe designed
f1he porrower: t of these types of insurance are g SlIy or death
quil'ement forOa ;ng; }ggaBge loan. (The stated amount shoatillccilard o
Pre_october 2015 OX #3 or new TILA-RESPA I match
re form section entitled “Other Costs Section F nligliat'ild ’gls-

- a1ds.

(los
psurance Premium (903) — Hazard insurance protects both
e nder and the borrower against loss to a building by fire Swi:Zl-
qorm or other natu1:al hazard. Such coverage is a requiren;ent for
ortgase loans thet mclufie any buildings as part of the collateral
i Jddition; Joans in certain ereas of the country with developmen:c
pnd i0 designated flood plain zones require flood insurance. It is

ustomary to name the lender as a loss payee in addition to the

homeowner.

The normal lender requirement is for insurance coverage in an
jmount pot less than the loan amount. This standard does not neces-
sarily recognize coinsurance clauses found in most states’ insurance
codes. Coinsurance requirements set a minimum insurance cover-
ag¢ amount (usually 80% of the building value at the time of loss) to
isure the property owner full recovery of partial losses. S0 while the
lender may set @ minimum requirement to Cover the loan amount, on

low-ratio loan the coverage could be insufficient to fully protect the
property Owner.

Most lenders require a full first year’s premium of hazard insur-
ance paid at the time of closing: Often, the paid-up policy is delivered
itthe closing table as proof of insurance. In addition to the first year's
pemium, lenders may require a reserve of up to two months worth
of annual premiums deposited with them at closing. (The stated

mount should match pre-October 2015 GFE Box #11 or new TILA-

RESPA Integrated Disclosure form section entitled “Other COStS

Yction F - Prepaids.”)
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CHAPTER 16 Settlement Procedures

Reserves Deposited with Lenders (Item 1000)

Almost all residential loans require cash deposited with the e

time of loan closing to be used for future payment of recurr;l:er at the
g annual

charges such as taxes, insurance, and maintenance assegg ments, T,

tification of these accounts differs, as they may be referred ¢, ;S €idep.
resery

Qs

escrow accounts, impound accounts, or reserve accruals. The )
the initial deposits is to assure the lender enough cash to m aﬁ:rpose of
annual payment that comes due after the closing date. Because reﬁe firgt
practices differ throughout the country, RESPA allows some yyyi estate
in how deposits are handled. In some parts of the country, taxeg X :atIOI‘ls
a year in advance; in others, they are paid at the end of the tay Yeai P;}Ild

- The

same is true of maintenance assessments.

Initial Deposit for the Escrow Account (1001)

RESPA places a limit on the deposits that may be required to meet g,
first year’s payments on residential loans. The amount cannot exceed:
sum sufficient to pay taxes, insurance premiums, or other charges thy
would have been paid under normal lending practices up to the due date
of the first full monthly installment payment. In addition, the lender s
permitted to require a cushion of up to one-sixth of the annual charges
for the escrowed expenses. Then, each monthly installment payment can
include one-twelfth of the annual charges on a continuing basis. RESPA
rules restrict the lender to collecting no more than one-twelfth of the

annual taxes and other charges each month, unless a larger payment is

up a deficit in the reserve account. A deficit in the

necessary to make
account may be caused, for example, by increases in the taxes and insur-

ance premiums during the loan payment year. (The stated amount should
match pre-October 2015 GFE Box #9 or new TILA-RESPA Integrated

Disclosure form section entitled “Other Costs Section G - Initial Escrow

Payment at Closing.’)

Hazard Insurance (1002) — Most home buyers elect t0 purchase
ds. To do this, the normal

liance with RESPA
s a deposit
ths’ worth
nsurance
ompany

new insurance policies to fit their own nee

lender requirement, approved as being in comp
restrictions, is for a one-year premium paid in advance, plu

to a reserve account in an amount not exceeding two morn
of the annual premium. A buyer may purchase hazard i
from whatever company he or she chooses, s0 long as the ¢



e»october 2015 GFE BOX #9 or ne

ould match

pr qre form section entitled “Othe, goftlsl‘?‘RFSPA Integrated Djs.

;loyment at Closing.”) ection G - Initial Escroy
2

1526 Insurance.(|003) ~ The premium rese

I'Ve requirement for

_ may b i

apart of the total .annual premium be placed ip 4 reserv):e aeczg:trii?m
e than one-sixth of the annual Premium may be held 45 5 ;ushilgg

i’ e ender. (The stated amount shoylq match pre-October 2015 GEE

o #908 new TILA-RESPA Integrat

ed Disclosure form sect; )
«0ther Costs Section G - Initial Escrow Payment at Closing}’(;n entitled

it leOU“tY Property Taxes (1004-1005) —
15 tohave sufficient cash on hand to make tim

xes when they come due. The reserve is determined by the time be-
ween the date of closing a transaction and the date the next payment

of taxes becomes due. An example of this calculation follows, (The
qated amount should match pre-October 2015 GFE Box #9 or new
TILA-RESPA Integrated Disclosure form section entitled “Other
Costs Section G - Initial Escrow Payment at Closing”)

A reserve is required so
ely payment of property

hitial Tax Reserve Requirement for a Settlement Date of June 30
First monthly payment due August 1
Taxes for prior calendar year due December 1
Annual taxes: $900 ($75 each month)

Initial reserve from previous December 1 to July 30 |
8 months x $75 = $600

Plus 2 months cushion: 2 months x $75 = $150
Escrow deposit required at closing =$750
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Title Charges (Item 1100)
In the uniform settlement statement, the term title cha

a variety of services performed to conclude a real estate
properly. These include searching records, prep

CHAPTER 16 Settlement Procedures

In considering this example, keep in mind that tay

months prior to actual closing are the financial respon Sibilie;, d;xe for the
Of the ¢

er

This would mean that seven of the eight months’ requireme
to $525, would be paid by the seller. One month’s worth (frglt;la]mouming
Une 3 to

July 31) plus the two-month cushion, amounting to $225, js ¢},
bility of the buyer. So the settlement statement would reflect tp, : Tespons;.
Proratig,,

of the tax liability.
If the house is newly constructed, the tax assessment during th
€ con-

struction period would most likely be a lesser amount than thy;

finished house. In areas where taxes are paid at the beginning 01? for the

year, the deposit requirement to meet the coming years taxes woule;cf::Htax
to

the buyer. One of the most common errors made in loan closings i .-
ing to calculate the real estate taxes that must be escrowed to as§u:s {zﬂ
€ that

taxes can be paid from the account by the time the next tax remittapo ;
due. Often lenders and closers reduce loan amounts by prorated amoce :
collected from sellers instead of making sure this is addressed in closl'm .
In high real estate tax states like California, New York and Texas, borr::f |

erience hardship if payments must be adjusted upward to pa);

ers may exp
for not only the shortage advanced by the lender, but on some occasigng
g a senior citizen seller with a real estate tax exemption, This

sales involvin

makes taxes due for the new owner considerably higher. Some borrowers

payments double to make up for under-withholding for the initial escrow
back lender advances on their behalf, but also for

alongside having to pay
the increased tax due, as the new owner does not qualify for over age 65
tax reductions.
Annual Assessments (1006) — The reserve that may be required for
assessments covers such charges as a homeowners’ association fee,

2 condominium maintenance charge, or a municipal improvement
assessment. The same previously described RESPA reserve limita-

tions apply to all forms of reserves. (The stated amount should match
pre-October 2015 GFE Box #9 or new TILA-RESPA Integrated Dis-

closure form section entitled “Other Costs Section G - Initial Escrow

Payment at Closing.”)

rges desi gﬂiftes
transaction

aring documents -
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ettlement Practices and Costs

_, jnsurance against title failyre Whil
. ) ¢
giffer in some areas, the services referene

Ogy ‘_Ces and Lender’s Tlt’e ’nSUFQnCe (”01)

d];)ractices and terminol-
are basically the same

of J llreseﬂtaﬂon fc.)r tpe b.orrower. Line 110
ﬂeyrel’ it GFE- This line item includes all admin:

40 related to title insurance (for
¢ es (for example, search and exam fees).

: mium charges f; ee

urance that WIH be‘ provided; it does includeg theozhzrgeo;:)??;i;::ﬂ?
. jpsurance (including the charge for any lender-only endorsementr)s
o 0 includes settlement charges under the heading of “Title Servi .
s ated mount should match pre-October 2015 GFE Box #4 orlilees‘.N

es i
(i “RESPA Integrated Disclosure form section entitled “Loan Costs

TIL:; 2 C- gervices You Can Shop For”)
Sec .
gettlement O Closing Fee (1102) — These are the charges made by the

rson OF company for th(? service of handling the settlement proce-
Jures. payment of the fee is negotiable between buyer and seller and
i often divided equally between them. (The stated amount should
match pre-October 2015 GFE Box #4 or new TILA-RESPA Integrated
Disclosure form section entitled “Loan Costs Section C - Services
you Can Shop For”)
Abstract o Title Search, Title Examination, Title Insurance Binder
(1103) —Ina real estate transaction, it is reasonable to expect a seller
i offer some solid proof of his or her right to convey the property with
go0d title to the buyer. This proof can be obtained through a search
o all the recorded documents affecting the land title (an abstract of
tile). In some cases, an attorney will review the abstract and issue
atifle opinion. Buyers can accept the opinion if it proves good ftitle
nd proceed with the transaction, although such an opinion provides
minsurance against future adverse claims. More commonly, proof of
lile is handled through a title insurance company, which continuous-
lysearches the records and, if justified, insures the title against adverse
daims for a specified period of time.
titlel-n SOI'ne areas of the country, the obligation to prove that good

is being conveyed places the cost burden on the seller. However,

W other areas the fact that title insurance protects the buyer against

577
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CHAPTE

ims indicates the cost should be borne by the b
uyer. A 4
tle

future cla
insurance binder is a preliminary assurance by atitle com
title is valid and that a title insurance policy will be g bany tha
date. (The stated amount should match pre-October 2(;11&1 At a [ate,
44 or new TILA-RESPA Integrated Disclosure form SecﬁS GEE By
“ oan Costs Section C - Services You Can Shop For”) On entitleq
Lender’s Title Policy (1104) — The lender’s policy runs with
gage. Its value declines as the mortgage is paid down and the mory.
to whomever holds the mortgage note. Furthermore, a alt transferg
loan automatically cancels the lender’s insurance Coverage y”l("li(;f t}(lle
' énd-

er’s title policy is paid for as a single premium at closing, In m

eas, it is issued simultaneously with an owner’s policy, since thélny -
basic risk is covered. Local practice varies as to whether the 1: sgm :
or the owner’s policy must pay the major share of premium cg o
the lender’s policy carries the major cost, the owner’s policy is its qu

ally issued for a nominal amount. Payment for a lender’s policy ;
e by the buyer, as it is clearly part of the Cocsytr ;sf

most likely to be mad

obtaining a loan. (The stated amount should match pre-October 2015

GFE Box #4 or new TILA-RESPA Integrated Disclosure form section
ection C — Services You Can Shop For?”)

entitled “Loan Costs S
(1106) — Title insurance offers protection to the poli-

cyholder/landowner against adverse claims to ownership rights. Con-
trary to popular belief, it is not a guarantee of title, but instead offers
a legal defense should an adverse claim arise. If title does prove defec-
tive, a prior owner may assert ownership, and the policyholder may

recover the value of the insurance COverage.
[n most states, title insurance is classed as another type of insur-
ance and falls under the regulatory authority of the states insurance
commission. Premiums can be set uniformly by the state, limiting
competition to the kind of service that different companies may offer
Title insurance is available in two separate types: (1) an owner’s pol-
e¢’s policy, which

Title Insurance

icy, which protects the landowner, and (2) a mortgag
protects the lender. (In new TILA-RESPA Integrated Disclosure form
section entitled “Other Costs Section H - Other.’)

cts against

_ An owner’s policy prote
d for a given number 0

Owner’s Title Insurance (1106)
prenlium

adverse claims up to a specified amount an
years, usually 20 or 25 years. It cannot be transferred t0an°
The owner’s policy is purchased at closing with 2 one-time
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m .
tates that the seller “will warrant ap

d roperty against all claims and demap, ds” Thus th ’
o rotects the owner not Only while € owner’s title

: he or she is i

Jlicy : . SDe 1s In possession o

P, yred prem ises, but also for the time period after it is sold 1as 1;h'f
u > €

ns i
the ;r o (il liable for possible adverse claims.

™ customs Va’lS.YtiI::l:eglionrilz as to iWhether or not the buyer or seller

ays for Ownerd £ oith nee. S-mce the issuance of such a policy
I:e resents 809 proof or the vahdlty of the seller’s title to the land to
beC onVeYed’ in some areas the ‘cost is paid by the seller. In other areas,
f the seller can prove good title to the property through an attor-
ey’s opinion based on the abstract of title or by the issuance of a title
binder by a tit’le cor.npany, then payment for the attorney’s opinion or
for the owners pOllCY falls to the buyer as the party who carries the
fture penefit. (In new TILA-R.ESPA Integrated Disclosure form sec-
o entitled “Other Costs Section H - Other?)

overnment Recording and Transfer Charges (Item 1200)

qecording fees and transfer fees are those charged by city, county, or state
- vernments for recording services, or as a tax on the transaction. The
] %ees may be based on the amount of the mortgage loan or on the value
| fthe property being transferred. Payment of these charges is negotiable
| between buyer and seller, but they are usually paid by the buyer. (In new
| TLA-RESPA Integrated Disclosure form section entitled “Other Costs

| §ction E - Taxes and other Government Fees.”)

 Mitional Settlement Charges (Item 1300)

~ Charges that are not easily classified within previous categories of costs
~ #pear in this section. Mostly, they include costs of a survey and inspec-

 limsthat may be required to determine adequacy of the structure and its
- Qipment,

| S‘"”"2)! (1301) — Almost all lenders require that a survey of the
Poperty offered as collateral be included in the loan package.
An acceptable survey, which can only be prepared by a registered
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surveyor, gives a description of the land with ap, outline of it
eter boundaries. It should show the precise locatiop of buuii Perim,

well as any easements or rights-of-way that may cross the | n
survey can disclose any encroachments on the land thyy :;ld. The
Cl‘eate

a cloud on the ownership rights. It is not unusual for 4y, atic
require a survey before preparing a deed or Mortgage iilstru;lney o
make sure of the land and the rights being conveyed, PaYmeem to
the survey is negotiable; the seller has an obligatiop, {0 prove ent for
what land is to be conveyed, while the buyer needs the 5 n’::ctl
complete the loan requirements. (In new TILA-RESp % Tiite rYtto
Disclosure form section entitled “Loan Costs Sectjop C- Segnz ed
You Can Shop For.”) Ces
Pest and Other Inspections (1302) — In certain areas of the coup
where termites or other insects infest buildings and cap create dap,
age, it is normal to require a separate pest inspection, Iy, such areas,
sales agreements may call for the property to be delivereg free of m

festation. The pest inspection—plus treatment if necessary, along with
a certified letter of proof of treatment—is the seller’s method of fy.

filling this requirement. Even though buyer and seller 4, Not addregg
this question, the lender may require a pest inspection to assure that
property offered as collateral is free of pest-caused structural dap.
age. In such a case, the cost may be paid by the buyer as part of the
requirements for obtaining a mortgage loan. (In new TILA-RESPA
Integrated Disclosure form section entitled “Loan Costs Section C -

Services You Can Shop For”)

Total Settlement Charges (Item 1400)

At the bottom of the page listing the various settlement charges, the totals
for the borrower’s and seller’s charges are listed and transferred to the
summary section of the first page.

FINAL CLOSING INSTRUCTIONS

How the proceeds of a loan are disbursed is of prime importance to the
lender. General instructions are often kept on file with closing agents by
major lenders to expedite handling. Another kind of instruction prepar
tory to closing is normally provided by the agents representing the princt
pals in the transaction, We will consider these instructions below.



. ina| Cl .
rtsagt'" Closing Instructiong 48 Instructign,
0

3 joan has been approved, t}e i
0% cuctions for delivery to the Itgage ¢

Mpan
of Jres: The closing instructions tho Ment agen; 1 Pares a sheet

¢ {5 andling c]oq;
Pl‘ol’ﬂs as the co.rrect legal name for the mort " Figure 16.4 degtailosmg
# rustee if a deed of trust i involye gage instrym such

he s . d, ents) the n
o tc ote. ADY SPCCRTI Tequirements tg |, a‘nd the terms of the mtme
gagdee 4 of trust (that is, if the mo rtgage c : included in fhe rt-
r .
o™ s, OF standardized documengg ¢

0¥ 4 The lender will ask that specific i

meﬂts
ﬁorls’

ks

he mortgage company will send th
required, which certify the actua

Id
exchanged) and the use of the OWN payment (cash and/or

loan 1o :
o d by the notarized si proceeds, which must be
acknowledge Y Signatures of all buyers and sellers. Also,

uth-in-lendin'g statement is prepared for the purchaser/borrower’s
ot at closing. Some mortgage companies require certifications
 occupancy for purposes of homestead information. The instruments

vy between companies according to how their legal counselors
" terpret state laws.
 The instructions of a mortgage company invariably call for a certain
-~ ount of work on the part of the settlement agent closing the loan, if
| glyasa means of clarifying the loan requirements. This is in addition
| pother Jetails of closing that a settlement agent must handle, such as
§ ssembling the title information, preparing or reviewing the note and
 nortgage, verifying tax requirements, and determining the insurance
 pyments needed.

Itis advisable to allow the settlement agent a reasonable amount of
* time for his/her work in preparing for a closing. A forced deadline can
induce errors and omissions. Figure 16-4 gives an example of typical

 lortgagee’s closing instructions.

‘ Setting the C‘OSing

! t\{hen the mortgage company has approved the loan and prepared its
aOSlng instructions, it is usually the responsibility of the real estate

| ¥11, or agents, involved to arrange a mutually agreeable closing time.

i

1
}
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malc'-oomnjonwl\me “vay
Instructions are to be read in . General Ciosing
mﬁmwwmwdmln sk 't::“"“‘ﬂ'u
incorporated wmmmﬂ"mmm‘-“m% M%
control. ™ Sy
£/CASE NUMBER: DATE & Tiue-
maﬂrmoonncrmm
Setiement Agent Name: Phone Number. '
Cornpany Name: Fax Nexnber-
Mailing Address: Email:
[ ] LENDER CONTACT INFORMATION _
¥ settiement is not compieted within _ hours affer receipt of funds, Setlemeng
mmwmmmmaa&gmblxﬁmh
otherwise indicated. "ﬁq...
Contact Name: Phone Number-
Lender Name: Fax Number:
Mailing Address: Eoxait-
f  MCRTGAGE BROKER CONTACT INFORMATION
Morgage Broker Name: Fax Nessber:
Meiling Address: Emait:
Borower Name: Phone Nember
Bosrower Type: Fax Nusmber-
Mailing Address: Emai
Power of Alomey Informalion:
Bomower Nasoe: Phone Nember:
Booower Type: Fax Namber
Mailing Address: Emai

Power of Atomey Infosmsiion:
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STRUCTIONg " Closing
Mv.u

SPECIFIC CLOSING IN
h the Genera| Closin
9 lnstrumion,
» Which arq

These Specific Closing Instructions are to be read in conjunction wit
Lhim, If any provi,
lons in th,

» the Specific cbs,negsﬁlsstmmc C'%lng

NS shayy

incorporated by reference and may be found at
Instructions conflict with the provisions in the General Closing Instructions

DATE & TIME:
FORMATION

Phone Number:

control.
FILE/CASE NUMBER:

e

Settlement Agent Name:
Fax Number:

SETTLEMENT AGENT CONTACT IN

Company Name:
Email:

Mailing Address:
F ) g LENDER CONTACT INFOHMATION
Instructions: If settlement is not completed within __ hours after receipt of funds, Sey
Lender's Contact Person immediately and return Lender’s funds and Closing Doef:memzr?em Agent mysy noti
otherwise indicated. o-lender immedia@y l;hnel
less
Contact Name: Phone Number:
Lender Name: Fax Number:
Mailing Address: Email;
l MORTGAGE BROKER CONTACT INFORMATION
Phone Number:
Fax Number:

Contact Name:

Mortgage Broker Name:
Mailing Address: Email:
w 55550 U, BORROWER INFORMATION :

Phone Number:

Borrower Name:
Fax Number:

Borrower Type:
Email:

Mailing Address:

Power of Attorney Information:
Phone Number:

Borrower Name:
Fax Number:

Borrower Type:
Email:

Mailing Address:

Power of Attorney Information:
SELLER INFORMATION

Phone Number:

l

Seller Name:
Fax Number:

Mailing Address:
Email: :j

PROPERTY INFORMATION
Property County:

Property Address:
Property Type: Sales Price: Down Payment:
Appraised Value: LTV:

FIGURE 16-4 Mortgagee’s Closing Instructions

Source: www.mbaa.org/gci.htm



F' .
inal Closmg lmtructions

583
CLOSING DOCY 8
MENT Pecific Closing
gxpiration Date: lmer:"f:RMATloN Instructions v.2 3
st Rate
dos"‘g o nt speciﬂc Information: Expiration Date; _—
e~ LOAN INFORMATION
—Toamow
i Closing Date:
- putP"se g Date: —‘
zgsﬁ"gwﬂead: M
ERS Number_
" L
N Anici . oan Amount:
g 1yPe nticipated Disbursement Date: Funding/Setti
8" Initial Payment Amount: . ement Date:
mortization:
R o Date Last Payment Date: Meturiy Dat
-
F’S,Pa Margin: ’
Interest Change Date:
X ki ate:
Lifet .
| Ind”me - cap: ifetime Rate Floor: Periodic Rate Cap:
: REQUIRED DOCUMENTATION l

following documents are necessary to complete the above-reference
- d loan transacti i
i fer settie nt, Settlem?(l:;ﬁ Ste[ztsg"::; reer:u|r nto dLender the following documents, other than t‘I:'ntclg; t‘g r!t)t;m e
D pous? ing [S tlement Agen Dol L closed envelope or label provided, and] send package to Lendpre: e.nted
g @0 overmighVEXPeRS 5 very[f Lender i o pay for overnght dsfvery il o [CarteAccount Numbel]

faf pmit for recording, immediately upon obtaining si '
g ust SU . y upon obtaining signat ; nb
et POE" n1"rust, Riders and/or Assignments. g signatures and receiving funds, the original

mge’[’“d o
: Borrower’s Certification Credit
_ of A
z eed of T;g;‘A Initial Escrow Acct. Disc. Fair Len%ﬁ"&i't‘ile
e Bl(hs prance Requirements Statement Patriot Act

agard I Notice of Right to Cancel

4506

This list should be populated Overflow to appear on Attachment

based on the loan package.
Additional information may appear
such as an annotation of who
signs which document and
references to the General Closing
Instructions may be added, ex.
Instructions for Notice of Right to
Cancel.

L ‘ ‘
! _ TITLE INSURANCE ‘\

% nstuctions: Settlement Agent shall not disburse Lender’s funds until the following conditions are met:
f)Morigagee’s fitle insurance policy must insure that Lender's security instrument constitutes & valid [122™]
knonthe borrower's estate or interest identified in the title insuranceé commitment, title report or binder,
ta [date], subject to the following exceptions:
4 The following endorsements must be incorporated into the final title insurance policy:
Yheuwred Lender must appear as: [Insured Lender]
:’):Egilary Financing in the amount of [amount] has been approved:
S b Coverage Amount;
ey Required: [Yes/No]
Oher Conditions:

. t HAZARD INSURANCE

lsgy
Vee/mongagee clause to read:

P,
; l'lalard:
|
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[7 LOAN FEES, CHARGES, RESERVES & PAYOF

tatement must be completed at
tions: The final HUD Settlement S at settlement g
'r::;:tcs and disbursements indicated in these closing instructions and any amendeqd C?:g;:; T;:ﬁcgately eflect g
Uctiong

anges to fees occur, Settlement Agent may not fund loan withoy 8
Z:,',';,,t-z;,"cﬁgz g?theg final HUD-1 Settlement Statement to 1 Attentlotnl:enderjs Prior witen "PD?Oval.u;e:ax
(may be laid out without lines for programming concerns - also add column/mark to indicate feeg d a
HUD # | Fee/Charge Poc POCBy [ Bal. byg % Wire)
Blank Page With No Data %%
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B = Borrower, R= Bri =
= Deducted from vc\;li(rzr, L=Lender, | = Investor, S = Service Provider, T = Title Company, O = Other

FIGURE 16-4 (Continued)



Final Closing |nstructiom

LOAN FEES, CHARGES, RESERVES 3 PAYom.mm‘ Closing Instruetions v.2 3

Statement to 8 prior wrj fusnt
, Atte . ften approvaj,
,~; S — ntion: '\J |, Fax a
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% HE” ' Pm POC ’ i o,
;edc ‘E Bal.Due T Paid By Paksﬁ\
g 1 /
ﬂ"'/ der .F?.:tion pes $60500| B 1
L'" On in > L —‘
% 1080 Discount 1% :720.00 ) L}
‘ 0= prep FE2 Total 15000] 5 1
o —— oot -
yM/V; =
: s _———1625% $1.170.
e i e
|d defwrl ! A R
51"'/ sz Total $45.00 q
Fees .
15 o ,-.a.-::ovldg:a 1o Credit Report Service T E—
o ?;edit Rel ": Eee 1o Credit Report Service $2500| R s |
% Fredt H;e: 1o Quick Courier — $4000| B s |
o 87450
d}:/ m Paid In Advance
e ,Req“'fed BY 1to 01/01/12 @ $13.06851/day s0146] B T
e om 12/25/1 nce Co $56000| B L
g~ Inwferfét :,r,zurance to Good Insura ) Total $671.48 —
9 W |
[ ith Lender
2 —es peposited ‘:)'nths @ $48.33 per month $14499| B |
i [RECrance 3 @ $101.77 per $40706| B L |
% paze ,':",o orty - Taxes 4 MOS- $4633| B L |
T
< |
- // an $25500| 5 T
T O e To Jane's Title COMPERY $14000]_© T
L Saemer $60000| B T j
2 Recording and Transfer Charges 56600] B 0|
o W $5635| B 0|
.| pecordl = s Total L —
B fseTwSamee ——— " Tota = =
=1 $1.77777]_5 0|
e e
— [ Lien Payo 2362.77
e S — |
|
-
:'\_
P~
g
| —
~
o
oy —
D‘bedower, R= Broker, L = Lender, | = Investor,.0,=2€LYEE,

el from Wire,

FlGU i
RE1-4 (Continued) j



586 CHAPTER 16 Settlement Procedures
Specific CIo.Ing '“"rlu:t
CONDITIONS TO BE SATISFIED PRIOR TO DISBURSEMENT OF LOAN PROCEEDS '°""V2.z
/ .
actory evidence that all taxes are paid through settlement or Settlem
ent Agent Mug

in satisf ; .
Settlement Agent must obtain odures to assure timely payment. [Lender is to be at no expense in thig trans;
action,|

otherwise notify Lender of proc¢
Additional Funding Instructions: \

Attachments: The following documents are attached:
__Attachment to Specific Closing Instructions (Overflow Page)
__Construction Addendum (outside scope of closing instruction project)
__Government Loan Addendum (outside scope of closing instruction project)

__Texas Loan Addendum (outside scope of closing instruction project)

FIGURE 16-4 (Continued)

Practices vary in different parts of the country: in some areas all parties
meet for the settlement procedures; in other parts, no actual meeting is
required, and escrow agents are authorized to request that the necessary
instruments be delivered to them for release after all escrow requirements

have been met.
Whenever the local practices require a meeting of the parties involved,

it is usually held in the offices of the company or person designated 10
handle the settlement procedures. This may be a title company, an attor
}Illey, a real estate agent, an escrow agent, or the lender itself. W.hf)ever
andles the loan closing must have:thidlapprovalof sas;itis U
lender’s money that is generally V,




Disbursement of Funds

s can be accomplished with e

» parate meet;
(%"~ j the seller at another—leaving the sett] it gt
. . €ment agent to €scrow

closing is 1O place for negotiat;
it can be more readily resolve
cr"?sbl;g, or decision making
o

2SEMENT OF FUNDS

arts Of: the Cozn];r? a closing is just that. Instruments are signed
g5 e disbursed before anyone leaves the closing table. In some
" 1js more comm(.m to execute and acknowledge the instruments at
o but delay disbursement of funds until later. The purpose for
layin releasing fund§ is twofol.d. First, it gives the lender an oppor-
o o makea second review of all instruments and to verify proper sig-
ity da cknowledgments; second, it allows the settlement agent time
s that may have been submitted by the parties involved
n disbursement checks. Because any delay in the
fexecuted documents and funds can create problems, there is
11 for the parties to meet until all loose ends

ure not to ca
lved and good money is available for distribution at the

I maﬂY

ylore Tel

have been €80

dosing table. |
The actual disbursement of funds at or following the settlement pro-

edures is usually made to several different individuals and companies.
0ne of the reasons an escrow agent is employed in the closing process
510 make sure that all parties with claims in the settlement are paid.
(ommercial banks use the Federal Reserve Fed Wire system to electron-
ly submit good funds for loan payoffs and other closing costs. The
mrigage lender wants to be certain that taxes are paid, that the insur-
e coverage is in force and has been paid for, and that no subsequent
dins can be filed that might cloud its right to 2 valid lien securing the
Ie‘:;t;ales agi?nts, inspectors, attorneys, and service agents all r.mzlmally
B }tl: receive their fees from the closing agent. After all required pay-

ve been made, the necessary instrume

torg
(ong; 5 the balance due to the seller is disburse
Sidereq closed.

nts are filed in the county
d, and the transaction is




