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The Smart Consumer’s Guide to the New Good Faith Estimate

Effective January 1%, 2010, the Department of Housing and Urban Development (HUD) requires all loan
originators to issue a new version of the Good Faith Estimate (GFE) to potential borrowers. The new GFE and the
HUD-1 settlement statement (the financial summary of the transaction which lists all costs and that is delivered at
closing) will lead to more transparency and savings for consumers.

1. The New GFE: There are four major changes to the GFE:
1. The GFE must be issued within 3 days of receipt of a completed loan application.
2. The GFE is completely standardized across lenders.
3. The GFE encourages consumers to shop for closing services.
4. The GFE can lead to financial penalties for inaccurate quotes.

2. WhytheChange:l n HUDO6s view, during the real estate boom, consu
overpaying for real estate related services. The new GFE is an attempt to protect consumers
through increased transparency and consistency.

3. Loan Basics and Origination Charges: The new GFE aggregates all fees the lender is charging
the potential borrower into one line titted, A Our or i gi nati on charge. o0 Along with thi
lender is required to state the interest rate associated with the charge absent any additional fees or
credits.

4. Comparing Loans: The new GFE provides potential borrowers with the opportunity to compare
the initial cost difference between interest rates offered by the same lender.

5. Settlement Services and Charges: All settlement charges estimated on the new GFE fall into
one of three tolerance categories:

- 0% Tol & iThene caenot be any increase from the GFE to the HUD-1 settlement statement.

- A10% Tol ieThatotaleostof al l items in the A10% Toleranced cate
more than 10% from the GFE to the HUD-1.

- A No Tol &Tha@aarebé an increase from the GFE to the HUD-1 without penalty.

6. The Shopping Chart: HUD has provided a chart on the GFE for the specific purpose of comparing
lenders. Consumers can enter data from various GFEs into one location, compare lenders, and
select the best loan and closing services.

7. Issuing a Revised GFE: Special circumstances exist that provide the lender an opportunity to issue a
revised GFE.
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The Smart Consumer’s Guide to the New Good Faith Estimate

On January 1, 2010, the Department of Housing and Urban Development (HUD) began requiring all
lenders to issue a standardized Good Faith Estimate (GFE) to all potential borrowers. The release of
the new GFE is an exciting development for all consumers. The new GFE not only encourages
consumers to shop for settlement services, it also brings transparency to the previously opaque real
estate settlement process. The following is a consumer guide to the new GFE.

The New GFE

In 1974, Congress passed the Real Estate Settlement Procedures Act (RESPA) with the intent of
protecting consumers by requiring the disclosure of all costs associated with a real estate purchase
and/or loan transaction. In 1992, HUD went a step further by issuing Regulation X, which required a
more detailed disclosure about any Affiliated Business Arrangements that might exist between parties
involved with a real estate purchase. The new GFE is the latest step taken by HUD to protect and
assist consumers.

In the past, lenders had provided potential borrowers with Good Faith Estimates. However, there are
major differences between what borrowers have historically received and what they will receive going
forward under the new HUD regulation. Four major changes stand out:

1. Lenders are now required to issue the GFE

If a loan originator does not provide a GFE within 3 business days of receiving a completed loan
application, they are in violation of Section 5 of RESPA. HUD provides the specific criteria for what
constitutes a complete loan application:

Borrower 6s Name
Borrowerd6s Monthly | ncome
Borrower s Soci al Security Number (To obtain a

Property Address

Estimate Value of the Property

Loan Amount

Anything Else the Lender Deems Necessary

=4 =8 =8 =8 -8 -4 -9

2. The new GFE is standardized
All lenders must provide consumers with the exact same document.

Loan charges, third-party fees, and other costs must be displayed > TIP
uniformly. Previously, lenders were not uniform in their interpretations of Having your credit pulled
what fees should be included on the GFE and where such fees should be ~ Multiple times over severa
disclosed. weeks may indicate to
credit bureaus that yaue
3. The new GFE encourages consumers to shop beingrepeatedlylenied
Since lenders are now required to issue a standardized GFE in a specific andyour credit score may
time frame, consumers are provided an opportunity to compare lenders be negatively affectetio
and their products. Further, HUD states that prior to the issuance of a avoid this, keemortgage
GFE, lenders can only charge potential borrowers a fee to cover the shoppingto 15to 30 days
of yourfirst creditpull.
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The Smart Consumer’s Guide to the New Good Faith Estimate

expense of a credit report. The relative low cost of credit reports ($15 - $30) results in consumersé
ability to comparison shop many lenders at a minimal cost.

4. Lenders are accountable for their quotes
Each section in the GFE now directly corresponds to a section of the HUD-1. The HUD-1 is a
standardized document that lists every expense involved in a real estate or refinance transaction and is
presented to the borrower during the closing process. Each section in the new GFE is now designated
a tolerance level. There are three different tolerance levels:
1. 0% Tolerance
If at the closing, any item in the 0% Tolerancedcategory is higher on the corresponding section
of the HUD-1 compared to the original GFE, the lender is responsible to cover the difference.
2. 10% Tolerance
Unlike the D% Toleranceodcategory, these items are not compared individually to their
corresponding section in the HUD-1. Instead, all items inthe i 1 0 %lerdncedare aggregated
on the GFE and compared to the aggregated corresponding items on the HUD-1. In the event
that the HUD-1 has a total more than 10% higher than the total on the GFE, the lender is
responsible for any expense in excess of the 10% increase. This means that any one item in the
10% tolerance category can increase more than 10% from the GFE to the HUD-1 without a
penalty to the lender, as long as the sum of all the items does not increase more than 10%.
3. No Tolerance
A few sections of the new GFE fall into the fi N Tolerancedsection. These quotes can change
with no penalty to the lender.

Why the Change?

Economists widely agree that a major contributing factor to the recent recession was the real estate
bubble, which began to grow around 2002 and, according to the Case-Shiller index, peaked in 2005.
One of the major contributing factors to the rapid growth of the real estate bubble was that lenders
relaxed their credit requirements for borrowers.

During this time, a variety of mortgage instruments that were previously used only in rare
circumstances became commonplace. From no document loans to 100% financing, getting a mortgage
had never been easier. The abundance of easy money that was available to borrowers created an
environment ripe for predatory practices. Consumers were paying exorbitant fees in loan origination,
title insurance, and closing fees.

Further complicating matters, homebuyers are typically presented with a slew of documents at the
settlement of a real estate transaction. The HUD-1, deed s, promi ssory notes,
and many other documents must be signed and notarized. Often a homebuyer is seeing these

documents for the first time and is asked to sign them without the opportunity to read them in their

entirety.
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The Smart Consumer’s Guide to the New Good Faith Estimate

The new GFE was created to aid borrowers in the process of comparison shopping for lenders and
services involved in real estate transactions, and to bring transparency to the settlement process.

Getting a Mortgage

Prior to initiating the search for a new home, most potential buyers >TIP
receive a pre-qualification letter from a lender. A pre-qualification letter The | ender &s
stipulates the amount a potential purchaser is likely able to borrow entire loan application
based upon information provided to the lender, including estimated triggers the 3 business da
home value, monthly income, and other factors. Although the issuance period in which the lender
of pre-qualification letters is common practice, the letters are in no way is required to furnish the
legally binding. potentiaborrowemwith a
GFE.

Once an offer to purchase is accepted, the contract generally stipulates

a deadline for the purchaser to receive a mortgage commitment. The

mortgage commitment states that the lender is willing to loan the purchaser a set amount of money by
a specific expiration date. Prior to a lender issuing a mortgage commitment to any buyer (or
homeowner hoping to refinance), the lender must receive a completed loan application.

GFE: Section by Section

>TIP
The Basics of the Loan Homebuyers should note
At the top of the GFE, lenders provide basic information including their that the GFE does not stat
name, contact information,theb or r ower 6 s name, an thepropertypurchase |dr ess
The next section of the GFE contains the basic information of the price, aly the total loan
mortgage including loan amount, years, interest rate, and loan type. amount. The GFE focuses

on loans and was designe

specifically to help

Your initial loan amount is $
Your loan term is years borrowers compare lender
Your initial interest rate is % and other ClOSing costs.
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 make payments on time, can your ] No|[] Yes, it can rise to a maximum of $
loan balance rise? > TI P
Even if you make payments on time, can your ||] Mo /[ Yes, the first increase can be i
meonthly amount owed for princi%al, inte'ést. ° aisj t":e nﬂ;'tﬂﬂ ami,hnlt",j.;el.g can The new GFE does not
and any mortgage insurance rise’ LI;; ice?: et i"li-he maximum it state the sum of a
Does your loan have a prepayment penalty? [] No|[] Yes, your maximum prepayment b orrower 0s p
penalty is $ : interest, taxes and
Does your loan have a balloon payment? [ No|[] }"es: you have a balloon payment of insurance, known as PITI.
due in Years. .. .
; This is an important
difference. In the past mar
GFEsrovided the final PI1
amount.
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The Smart Consumer’s Guide to the New Good Faith Estimate

The next sectionofthe GFEst at es t he sum of
appears below.

Some lenders require an escrow account to hold funds for payiﬁ? ?'o?erty taxes or other property-

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.

Origination Charges, “Points,” and Credits

On page 2 of the GFE, the section at the top of the page covers a

|l ender 6s origination charge as
specific interest rate chosen by the borrower.

1. Our origination charge
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 [ | % is included in
“Owr origination charge.” (See item 1 above )

(] Youreceive acreditof $______ |forthis interest rate of | %.
This credit reduces your settlement charges.

(] You pay acharge of $_______]for this interest rate of[__]%.
This charge (points) increases your total settlement charges.

The tradeoff table on page 3 shows that you can change your tota

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

a borrower 6s

we > TIP

gnont hi

y

ust me

Origination charges can
vary widely from lender to

lender, and can be a

considerable source of
savingsfor the consumer
willing to shop around.

Thefirstpartofthi s blQut koir isgiinati on charge. 0
percentage of the loan amount and other fees associated with the mortgage were itemized. Now, all
fees the lender is charging the borrower are bundled into this one section. This one charge could

include processing fees, application fees, administration fees, underwriting, document preparation,

wiring of funds, lender inspection, and other miscellaneous fees.

n

t he

past,

In the event a borrower chooses to obtain a loan through a mortgage broker, the Yield Spread Premium

¢ h a rthgtdending imskitetion¥ S P
pay mortgage brokers for originating loans. The mortgage broker receives this fee because they
perform many duties that the lending institution would otherwise perform were the borrower to obtain
the loan directly from the lender. Since the lender is paying the YSP, not the borrower, it is also shown
as a credit in section 2 of the above block. Thus, the YSP is charged in section 1 and then immediately
credited back to the borrower in section 2, resulting in no additional fee to the borrower.

(YSP) willbe includedins ect i Oar 1or iigi nati on

The second section of the above block provides either the credit or charge for the interest rate the

borrower is receiving. At any given time, there is a specific rate lenders set as a base rate. The base

rate is available to qualified borrowers. If a borrower wants to receive this base rate, the amount in

section 2 will be $0. Any cost to receive the base rate must be included in the first block.

However, if a borrower wants to
point represents 1% of the | oan

| ower

amount
However, a one-point payment will not automatically result in a 1% reduction of interest rate. In fact,

their
The

(0

S

i nteres
pay ment

o E
& % ENTITLEDIRECT
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The Smart Consumer’s Guide to the New Good Faith Estimate

> TIP
most of the time, the reduction will be considerably less. The cost of interest rate The decision to pay
reductions varies from lender to lender. Opointsdé to

interest ratenustbe
On the other hand, a borrower can lower their closing costs by having the lender carefully considered. It car

issue the borrower a credit in section 2 of the above block. This will result in an often take years for the
increased interest rate over the term of the loan. monthly savings obtained

_ through a reduced interest
Comparing Loans rate to cover the cost of th
The new GFE provides consumers with an excellent tool to compare interest rate buy down.

rates offered by the same lender. The following table is provided on the third
page of the GFE.

o
sl

Your initial loan amount $

Your initial interest rate’ % % %

Your initial monthly amount owed % £ $

Change in the monthly amount owed from No change You will pay $ You will pay §

this GFE more every month less every month

Change in the amount you will pay at Mo change Your settlement charges | Your settlement

settlement with this interest rate will be reduced by chargas will increase by
$

How much your total estimated settlement $ - $

charges will be

This table enables consumers to conduct a basic cost/benefit analysis for the decision to use the base
rate, pay for a lower interest rate, or receive a credit for a higher interest rate.

Regardless of a borrowerds decisiotmet®Our matl ingianat ih
sectionofthe GFEf al | s 1% tToo |tehrea niicOeThat means ¢hgt d theycorresponding section
on the HUD-1 is higher than the GFE, the lender is responsible for covering the difference.

"‘.' FNT'TLED[RECT Copyright © 2010 | ENTITLE DIRECT 7



The Smart Consumer’s Guide to the New Good Faith Estimate

Settlement Services and Charges
On page 2 of the new GFE, consumers will find a sectiontittedd@ Your Charges f or
ervi ces. 0,shdwn =lovs imauties all of the fees typically charged at the settlement of a
real estate transaction.

Your Charges for All Other Settlement Services

S

3.

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

Service Charge

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 lander, if required.

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

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 J‘ucp
for them yourself. Our estimates for providing these services are below.

Service Charge

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

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

Initial deposit for your escrow account

This charge is held in an escrow account to pay future recurring charges
DﬂJCILII’pFE‘-pEI‘b,‘ and includes [ ] all property taxes, [] all insurance,
and [] otherl ].

10. Daily interest charﬁas

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 da D[yyour
normal mertgage payment cycle. This amount is $[ per 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 Charge

‘ B | | Your Charges for All Other Settlement Services H §

Each | ine item in this section iIis totaled and
for Al Ot her Settl ement Services. 0

Copyright © 2010 | ENTITLE DIRECT 8
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The Smart Consumer’s Guide to the New Good Faith Estimate

What a Lender Selects (Line 3) vs. What a Borrower Can Shop For (Line 6)

The first section (Line3)i n t his block is titled ARenunirad servic
select. o0 The fiwedo in this sentenc > TIP 19 to
the lender selects may include credit reports, appraisals, and mortgage
insurance. In the event consumers elect to go with a given lender, they
are required to use the vendors selected by the lender for the services

listed in this section. Line 3 of the GFE is subjectto the i 1 0 %lerdnceo

Services, vendors, and
chargesd the borrower
will vary by lender.

level.

Further down the block, Line6isasecti on titl ed ﬁRe>T|P ces t
you can shop for.o This section c¢ Thel0%tolerancedoesn ser v i
inspection and survey. Lenders are required to provide potential apply to any item in Line 6

borrowers with a list of providers for each service that borrowers can in which the consmer

shop for. The list must contain at least one provider for each service. If chooses his or her own

the borrower selects a vendor from the lender provided list, this box is vendor.

subject to the AL0% Toleranceodlevel. However, borrowers are in no
way bound to select vendors from the lender provided list.

Although borrowers are entitled to select their own title service provider, HUD states specifically that
title service is not to be ind¢lhadedoiun ctdristead ditbpt if @om .
services and title insurance have their own dedicated sections.

Title Services and Insurance (Lines 4 & 5)

Two sections dedicated to title services and insurancearesand wi ched bet ween the sec
servicest hat we s el e c tsérvicesnhdt ydu Bam ghop far.@Ad mentioned before,

consumers can shop for these services. Line 4 and Line 5 of the GFE are subject to the iiL0%

Toleranceolevel only in the event the borrower uses the lender-recommended title provider. However,

borrowers have the opportunity to select their own title provider who often times may be priced lower

than the lender-recommended insurance company.

The section titled ATitl e esd revn ccoenspneashedefseesaindleingd s t it
settlement fees, title abstract/search fees, and deed preparation fees. These fees can vary widely
across title companies. In addition to numerous closing costs, this section also includes the cost of a

|l ender 6s titlidye i nsurance po

HUD decided to include | ender os t > TIP e in
vituall 'y al | l enders require btter ower ) ) e a |
insurance policy. Ownerds polici e Manyttecompaneswl o,

provide consumensithan
itemized quote, breaking
down all of the fees in the
OTitle servi
title insura

commonly purchased due to their added benefit.
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The Smart Consumer’s Guide to the New Good Faith Estimate

Understanding Title Insurance

Title insurance serves an important purpose. When two parties agree to a real estate transaction, the

buyer is making an important assumption. The buyer assumes that the seller has a clean and legal

claim on the property, and is in a positionto sellittot he buyer free of any disput
always the case. Another party could be claiming ownership of the property or creditors of the previous

owner could have placed a lien against the property.

Title insurance companies research the history of the property and discover any possible disputes prior
to the closing of the transaction. In the event a problem does exist, the buyer is alerted, and the buyer
has the option to walk away from the transaction, or work with the seller to resolve the issue. If the title
insurance company found no problems in their search, or problems were found and resolved, the title
insurance company issues a title insurance policy or issues the policy with exceptions. This policy
protects either the lender or owner (depending on the type of policy) against any future claims on the
title of this property. In the event that a viable challenge to the title comes to light after the transaction,
the title insurance company will protect the insured party against any losses.

The one-time title insurance premium is paid at closing and often is the single largest non-
lender charge at closing.

Lender’s Policy vs. Owner’s Policy

There are two basic types of title insuraksce polici
previously stated, virtually all/l |l enders require th
First and foremost, this will protect the lender against any potential losses due to title dlsputes Another
reason for the requirementof alenderb s pol i cy i s sellhat
their loans to investors in the secondary market, and these investors > TIP
need to be assured that they are receiving clean titles. Accordingly, When an owne
l enders generally require title i and |l enderds ender
refinance transactions. purchased simultaneously

on the same property, the
Ownerods title insur@asewesaveryimpodant re | ender 6s pol
purpose. An owner 0s policy protects t soldatasignificant the p
claims against the title the same wa discount. pol i c
lender. In many states, consumers save considerable money by
purchasing ownerdéds and |l enderbs policies simultaneo
To illustrate the benefits of p wlcgtbgatiser, thegtable onthewner 6 s

following page is provided.*
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The Smart Consumer’s Guide to the New Good Faith Estimate

Purchase Price: $500,000
Loan Amount; $400,000

STATE NEW YORK  VIRGINIA MISSOURI
Owner ds Policy $1,279.05 $1,138.00 $731.50
Lender6s Policy When P $1,037.00 $657.00 $488.00
Owner 6s Policy

Total: $2,316.05 $1,795.00 $1,219.50

Cost of Ownerdés Policy $1,590.15 $1,203.00 $812.75
Purchased Simultaneously

Savings When Purchased Simultaneously $725.90 $592.00 $406.75
*These are quotes from ENTITLE DIRECT.

In all three instances, the consumer is able to save a considerable amount of money with the
simultaneous purchase of bothowner 6 s and | ender s policies.

Enhanced Title Insurance Policies

In addition to basic title insurance policies, many title insurance companies offer enhanced policies.
Enhanced policies offer more extensive coverage than the basic policies, typically at an additional
charge of 10% to 20%. One aspect of the additional benefit offered by an enhanced policy is the
amount of coverage under the policy increases 10% each year for the first five years, protecting value

gained due to appreciation. Enhanced policies also offer additionalpr ot ect i on agai nst me
zoning and subdivision violations, and structural violations.

Homeowner’s Insurance (Line 11)

Lendersrequirebor r ower s t o obtain a homeowner s insurance
value of the property is protected in the event of

policy will cover the cost of damage to your home if the root cause of the damage is covered in the
policy.

> TIP

Consumers should shop fc
homeowner ds
Thesavings gaiad can
grow significantly over the
years the property is
owned.

The type of policy a homeowner needs is very specific to the geographic
area in which the property resides. Lenders will usually inform buyers of
the types of coverage required. Also, purchasers should research any
additional risks their property may have, and protect themselves against
loss.

'g:' ENTITLEDIRECT Copyright © 2010 | ENTITLE DIRECT 11
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Taxes & Escrows (Lines 7 through 10)

Thelastfewitems of t he fAYour Charges for all Other Settl e

accounts, and interest charges.

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 includes [] all property taxes, all insurance,
anJ [] otherl .

10. Daily interest charges
This charge is for the daily interest on your loan from the day of your
settlement until the first cYay of the next month or the first day o?/your
normal mortgage payment cycle. This amount is § per day
for [__1days (if your settlement is g

Line 7 is AGovernment recor di n @gl0% Tolerangedlsox. dhisiskes e ¢ ha
service for which you cannot shop. Various government entities set these fees and all people are

obligated to pay them. This box has a tolerance associated with it because lenders have the experience

and knowledge to provide consumers with an accurate estimate of these costs.

Line 8 is ATransfer t d& X é&slefadce.d0Tine fisO Ywlefiancedis used bdtgusect t o
transfer taxes are precise and lenders can easily calculate the exact tax that will be charged. Any
difference between the amount on the GFE and the actual transfer tax on the HUD-1 must be covered

by the lender.

Line 9 is Alnitial deposit

frsaraquirg lwmowersetsestablisivana c c o u n t

escrow account for property taxes and homeowners insurance. Every month, a portion of the payment
a borrower makes to the lender is deposited in this escrow account. When property taxes or insurance
premiums are due, the lender uses the funds in the escrow account to pay the amount due. All excess
funds, due to overpayment and interest, are eventually returned to the borrower.

The purpose of the initial deposit into the escrow account is to cover any time between the last
collection of property tax and the date of the settlement, as illustrated in the following example.

Example
Annual Property Taxes $4,800
Date Taxes Are Due: July 1
Settlement Date: January 1
Monthly Escrow Amount:  $400
Initial Escrow Deposit: $2,400

o0
"¢ FNTITLEDIRECT
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The Smart Consumer’s Guide to the New Good Faith Estimate

The annual taxes on this property are $4,800. Normally, the lender will require the borrower to deposit
$400 a month ($4,800 + 12 months) into the escrow account. However, this purchase took place on
January 1. At the settlement, the lender requires the borrower to cover the missed six months with the
initial deposit of $2,400 ($400 * 6 months). It is frequent practice for lenders to require more than the
estimated amount of the tax to be deposited in the escrow account. This over deposit is to protect the
lender and borrower in cases when the local jurisdiction reassesses the value of the property or raises
property tax rates. This box falls in the i N Tolerancedcategory because any overcharge will ultimately
be returned to the borrower.

Line 10 is ADaily interest charge. o0 This represents
the date the mortgage amortization begins(typically the start of the following month). A general example
follows.

Example
Loan $200,000
Term: 360 Months(30 years)
Interest Rate 6% (0.5% a month)
Mortgage Payment $1,199.10
Settlement Date:  April 16
Mortgage Amortization Start May 1
Date
0.5% (monthly interest rate)
+ 30 (days in January)
Daily Interest Charge: 0.01666%
0.01666% (dally interest rate)
X $200,000(loan amount)
Amount of Daily Interest: ~ $33.33
15 (days between settlement and beginning of next month)
X $33.33 (daily interest)
Interest Due @ Settlement:  $500.00

In this example, the mortgage payment of $1,199.10 will pay down the

$200,000 loan to exactly $0.00 after 360 monthly payments (30 years). > TIP

The $500.00 will cover the interest due for the days in April, and will A sttlement datmay

assure exactly $200,000 is due to the lender on May 1. Thus 360 months change so an accurate

later, the balance on the loan will be exactly $0.00. The charge in this box estimate of this cost anly

falls into the fAiNo Tol eranceo cat e possible bknowing the
exact settlement date.

'g:' ENTITLEDIRECT Copyright © 2010 | ENTITLE DIRECT 13
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The Shopping Chart
On the | ast page of the GFE, dchamsumers can find

This loan Loan 2 Loan 3 Loan 4

Loan originator name

nitial loan amount

Loan term

nitial interest rate

nitial monthly amount owed

Rate lock period

Can interest rate rise?

Can loan balance rise?

Can monthly amount owed rise?

P v 7
repayment penalty

Balloon payment?

Total Estimated Settlement Charges

This chart allows consumers to do a side-by-side comparison of the different loans they have shopped
for and the settlement charges associated with each loan. Armed with this

information, consumers will be more informed than they have ever been, > TIP

and can feel confident that the loan they have chosen is the right one for
them.

By completing the
0Shoppidig Ch
consumerswill be able to
spotlenderswho
overestimate closing costs
in order taeduce the
chance obeing charged a
penalty for exceeding
tolerance levels

Unintended Consequences

HUD has done consumers a great service in creating the new GFE. Not
only are lenders required to issue a standardized form, but they are held
responsible for price variations within their quote. However, this has
created unintended consequences that need consideration.

Lenders are liable for any costs that exceed the acceptable tolerance

levels of the new GFE. In the event the costs go down, there are no

penalties. Wary of paying penalties, some lenders may quote the most expensive services available.
This may make their settlement charges look high to the consumer who shops around, thus creating an
uncompetitive GFE. It will also reduce the chance of the lender paying penalties because the actual
final costs are likely to be lower.

Relating specifically to the fees, HUD has mandated many of the fees on the GFE to be bundled. In the
past, consumerscoudmor e easily see the itemizewelass$tieect s
services. Now, borrowers are left with just this total number without a detailed breakdown of the
charges.
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Also, in purchase transactions, lenders may not know upfront whether the borrower intends to

ultimately purchase a n Ow n e rydfstitle fheurance. As a result, lenders may sometimes quote the

full pri ce of onahe GlEnabsemt éng disPowrit that may exist due to a simultaneous
purchase of Qwennedreérsé sPoalnidcy (di scussed above). I f a
they could be liable for the difference between the discounted price and the full price were the borrower

to only purchase the Lenderds Policy.

Issuing a Revised GFE
There are circumstances in which a lender may issue a revised GFE, > TIP
altering the original costs they quoted a consumer. Some of the
circumstances are acts of God, acts of war, or other emergencies.
Directly related to consumers, any information that a potential borrower
provided to a lender, which the lender then relied upon to create the
GFE must be completely accurate. Providing inaccurate or false
information to the lender constitutes a change in circumstance, and
creates an opportunity for the lender to issue a revised GFE. When
submitting information on a loan application, consumers should take
extra precautions to insure accuracy.

In the event a lendetisses
one of the tolerances in th
GFE, they are responsible
to pay for the difference. If
tolerances were missed, tt
settlement can proceed,
and the lender has 30 day
to compensate the
purchaser for the missed
tolerance.

Making it to the Finish Line

The closing of a real estate transaction involves coordination among numerous parties, most of whom a
purchaser never meets or even knows about. Buyer, seller, real estate agents from both sides of the
deal, title abstractor, insurance underwriters, mortgage underwriters, mortgage broker, lending
institution, and closing agent all must cooperate so that at a specific time, on a specific date, all parties
are prepared for the transaction to be finalized.

The best practice a consumer can follow is to take control of his or her own transaction. Consumers
should know all of the parties involved and keep an open line of communication with them.

Final Thoughts

Consumers should actively shop for the best lenders, title and settlement companies, home inspectors
and appraisers. Being prepared will make for a smooth process and a less expensive transaction.
Consumers have never before had the opportunity to shop and save money for settlement services like
they do today.

About ENTITLE DIRECT
EnTitle Insurance Company is the only title insurance company that sells directly to consumers at
savings of 35% and more. We combine over 30 years of experience and stability with a consumer-
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friendly approach and provide consumers with significant savings on title insurance, the ability to control
their own closings, and transparency throughout the closing process.

Selling title insurance direct through ENTITLE DIRECT enables us to offer title insurance premium

rates significantly below traditi on adconpnission aspatr s bec
of the premium. Consumers also gain the distinct advantage of being able to deal directly with us, the

title insurance underwriter.

Every day, consumers save hundreds, even thousands of dollars by purchasing their title insurance
from ENTITLE DIRECT. Our unique ability to deliver these savings has been featured in The Wall
StreetJournal, Ki pl i nger 6 s P,and&ahesacbm, &nd otleemleading consumer and
business publications.

ENTITLE DIRECT is committed to bringing an end to practices within the industry that resulted in high
closing costs to consumers. In an April 2007 United States Government Accountability Office (GAO)
Report on Title Insurance, the GAO recommended that state and federal legislators and regulators
improve consumersdability to shop for title insurance based on price, encourage price competition, and
ensure consumers are paying reasonable prices for title insurance.

Our company is organized around the principle that only one person has the right to choose your title
insurance provider: you. ENTITLE DIRECT recommends that you follow the advice of consumer
advocates and shop for title insurance and other closing services. You may ultimately save hundreds,
even thousands of dollars as a result.

To learn more, please visit us at www.entitledirect.com or call us toll-free at 877-936-8485.
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