$ RESPA Reform —

Best Practices

TITLE INSURANCE COMPANY

DAKOTA@% HOMESTEAD

GOALS FOR TODAY'S SESSION

Overview of new Rule

- New GFE

- New HUD-1

- New YSP disclosure

- Average Charge rules

Best Practices for a successful
implementation of the new rule

- Invoices / Tips and strategies
- 1100 HUD charges / Seller paid items
- Out of tolerance issues / Average charge rules




Main Components of RESPA

ireform

New Good Faith Estimate

New YSP disclosure

New HUD-1 Settlement Statement
Average Charge Rules

New Settlement Agent roles and
responsibilities

Good Faith Estimate — Final Rule

4

Centerpiece of RESPA reform

Goal was greater clarity and transparency

Only HUD could simplify process by taking
one page GFE and turning it into three pages




{ ﬂJ Good Faith Estimate (GFE)
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% Some of these charges can
change af settiement. See
the top of page 3 for more
information

3.

r Charges for All Other Settlement Servi
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

Appraisal $400.00

Credit Report 51500

Tax Service $30.00

Flood Certification $12.00 $457.00
4. Title services and lender’s title insurance

This charge includes the services of a title or settlement agent, for

example, and title insurance to protect the lender, if required $300.00
5. Owner's title insurance

You may purchase an owner's title insurance policy to protect your

interest in the property. $693.90
6. Required services that you can shop for

These charges are for other services that are required to complete your

seftlement. We can identify providers of these services or you can shop

for them yourself. Qur estimates for providing these services are below.

Service Charge

Heme Inspection ‘.‘MDD a0 $400.00

Good Faith Estimate — YSP Controversy

What is a YSP?

Mortgage brokers must disclose YSP

Mortgage bankers do not




Base line: Loan charge of $1000 / Interest rate of 5.75% / No “points”
Credit line: Loan charge of $2000 / Interest rate of 5.625% / credit $500
Charge line: loan charge of $1000 / Interest rate of 4.5% / charge of $1000

Understanding your

estimated settlement 1. Our origination charge
charges This charge is for getting this lean for you $2,000.00

2. Your credit or charge (peints) for the specific interest rate chosen
I:l The credit or charge for the interest rate of % is included in
"Our origination charge.” (See item 1 above.)
Yau receive a credit of $500.00 for this interest rate of 5.6250%
This credit reduces your setflement charges.
D You pay a charge of § for this interest rate of %Y.
This charge (paints) increases your total setflement charges.
The tradeoff table on page 3 shows that you can change your total
settlement charges by choosing a different interest rate for this loan. $-500.00

u| Your Adjusted Origination Charges $1.500.00
—

Good Faith Estimate — NAMB Lawsuit

December 19, 2008 NAMB sues HUD
Claims rule is arbitrary and capricious -
violates Administrative Procedures Act

Inman News | July 31, 2009 | Judge throws out
NAMB law suit

Unless Congress says otherwise, mortgage brokers
will have to disclose rebates paid by lenders and
credit them against borrowers' closing costs beginning
Jan. 1, following a judge's dismissal of a trade group's
lawsuit challenging the new rules.
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HUD-1 Settlement Statement

E

Final settlement figures

HUD seeks simplicity but turns 2 page
Settlement Statement into 3

All settlement service providers critical of
proposed March 2008 HUD-1
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HUD-1 Settlement Statement —
How to show fees

$200,000 Owners Policy of Title Insurance — Extended Coverage 693.90 B/S
$160,000 Lenders Policy of Title Insurance — Simultaneously issued 75.00 B
CPL Lenders Closing Protection Letter 25.00 B
Closing Fee Buyers/Sellers closing fee (split 50% to buyer and 50% to seller) 200.00 B/S
Endorse Comp 100 endorsement for Lenders Policy 50.00 B
Other Wire Fees (2 @$20), Express Mail Fees (2 @$25) 90.00 B/S
Mobile Notary Mobile Notary Fee 150.00 S
Total Title Insurance Charges = $843.90
Underwriter Portion = $168.78 / Agent Portion = $675.12
Qry DESCRIPTION UNIT PRICE LINE TOTAL
$200,000 Owners Policy of Title Insurance - Extended Coverage £693.90 693.90
$160,000 Lenders Policy of Title Insurance - Simultaneously issued 75.00 75.00
CPL Lenders Closing Protection Letter 25.00 25.00
Closing Fee Buyers/Sellers closing fee (split 50% to buyer and 50% to seller) 200.00 200.00
Endorse Comp 100 endorsement for Lenders Policy 50.00 50.00
Other Wire Fees (2 @520), Express Mail Fees (2 @525) 90.00 90.00
Mabile Mobile Hotary Fee 150.00 150.00
Hotary
Total Title Insurance Charges = $843.90
Underwriter Portion = $168.78 / Agent Portion = $675.12
Amount which should be shown on the GFE #4
(Title Services and Lenders Title Insurance) $295.00
Amount which should be shown on the GFE #5
(Owners Title Insurance) $693.90
SUBTOTAL 1,283.90




Invoicing suggestions

= Show underwriter split

= Show proper amounts for GFE to lender
= Itemize who pays for fee in area.

HUD-1 Settlement Statement —
How to show fees

Old Way:

1100. Title Charges

1101, Seftlement or closing fee to Bedrack Title Co 100 00| 100.00]
1102. Abstract or title search o
1103. Title examination to
1104. Title insurance binder to
1105. Dacument preparation to
1106. Notary fees to Moblie Notary Service 150.00]
1107. Closing Protection Letter o Bedrock Title Co 2500
(includes above items numbers:
1108. Title insurance o 81890 346 95|
(includes above items numbers 1102, 1103 & 1104
1108, Lender's coverage $160,000.00 - $125.00
1110. Owner's coverage 5200,000.00 - $693.90
1111, Wire Fees to Bedrack Title Co 2000 20,00
1112. Express Mail Fees to Fed Ex 2500 2500
1113 o




HUD-1 Settlement Statement —
How to show fees

Lines 1102, 1104, 1109;
1111 & 1112 all total out

New Way: of column and are shown
in line 1101 as “Title

Services and Lenders
\ Title Insurance”

1100, Title Charges \ i
1101 Title services and lender’s title insurance \ / (from GFE #4) 295.00
1102_ Settlement or closing fes \ $100.00 100.00]
1103. Owner's title insurance \ (from GFE #5) 693.90
1104. Lender's title insurance Dakota Homestead Title Insurance Con‘\pal $125.00
1105. Lender's title policy $160,000.00 \
1106 Owner's title policy $200,000.00
1107. Agent's portion of the total title insurance premium \$675.12
1108. Underwriter's portion of the total title insurance premium $168.78
1109. Closing Protection Letter Fee $.25.00
1110_ Mobile Notary Service 150.00]
1111 Express Mail Charge $25.00 25.00|
1112 Wire Fee $20.00 20.00]
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| New HUD-1, page 3

Comparison of Good Faith Estimate (GFE) and HUD-1 Charges Good Faith Estimate HUD-1
Charges That Cannot Increase HUD-1 Line Number
Our originaticn charge # 801 2,000.00 2,000.00
Your credit or charge (points) for the specific interest rate chosen  # 802 500.00 -500.00
Your adjusted origination charges # 803 1,500.00 1,500.00
Transfer taxes # 1203 0.00 0.00
Charges That in Total Cannot Increase More Than 10% Good Faith Estimate HUD-1
Govemnment recording charges # 1201 100.00 88.00
Appraisal fee # 804 400.00 400.00
Credit report # 805 15.00 15.00
Tax service # B06 30.00 3000
Flood certification # 807 12.00 12.00
Title services and lender's fitle insurance # 1101 300.00 295.00
Home Inspection # 1302 400.00 550.00
Survey # 1303 0.00 60.00
0] I
R or T5 s
Charges That Can Change Goaod Faith Estimate HUD-1
Daily interest charges # 901 $27.5500/da 400.00 385.70
Homeowner's insurance # 903 1,000.00 944 22
Initial deposit for your escrow account # 1001 1,500.00 1,180.89

New HUD-1, page 3 issues

Total of all items in 10% tolerance may not increase

more than 10%.

Title fees part of total, subject to 10% aggregate

tolerance.

Title section limitations




Tolerance Rules

i No tolerance bucket

10% tolerance bucket

30 day cure period
Only lender responsible for curing / NOT TITLE CO

NEW HUD-1 WILL LIKELY BE ISSUED by the title
company and sent to the buyer and lender if a refund
is due from the lender

Average Charges
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What's that all about?

Settlement Service Providers getting killed by class
action lawsuits

March 2008 rule allowed only lenders to use average
charges

Final rule permits all settlement service providers
opportunities to use average charges

Victory for ALTA and NAR




Average Charges

Fed Ex Fees: Sale Refi

Month of transactions Transactions
December

09-12-001 |$22.00

09-12-002 $12.00

09-12-003 |$36.00

09-12-004 |$14.00

09-12-005 $25.00
Average |$24.00 $18.50
Charge: (72.00/3) (371/2)

Best Practices
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Showing 1100 charges correctly

Invoicing and disclosing fees

Out of tolerance issues




EFFECTIVE DATES

*

New GFE and HUD-1 forms go into effect
January 1, 2010

Average Charges went into effect
January 16, 2009

Required Use definition has been canceled by
HUD

CONCLUSION

4

HUD did a decent job of providing more transparency
and clarity to settlement process

Likely to encourage greater consumer shopping

Some settlement service providers got scraped up
during the process, but others had their concerns
addressed

Lots of changes — EXPECT THE UNEXPECTED




ESPA Reform
& A

Questions and answers

Michael Holden

Dakota Homestead Title
Insurance Company

315 S. Phillips Avenue

Sioux Falls SD 57104

800-425-0388

www.dakotahomestead.com




