
RESPA Reform
A guide to understanding the new requirements and corresponding impacts

As the mortgage industry continues to implement changes that help provide customers the
essential information and adequate time to understand their home purchase or refinance options,
it’s our goal to continue to keep consumers – and of course you, our industry colleagues – informed.

A few months ago, we reached out across the United States to educate individuals and
organizations on the timeline impacts resulting from the May 2009 Home Valuation Code of
Conduct (HVCC) changes, and the Housing and Economic Recovery Act (HERA) requirements
that took e�ect July 30, 2009. Now we’re reaching out to provide you with details regarding
what is known as RESPA (Real Estate Settlement Procedures Act) Reform.

What is RESPA Reform?

RESPA Reform was enacted by the U.S. Department of

Housing and Urban Development (HUD) with the intent to

help protect borrowers applying for home financing by

standardizing the industry and:

providing for a more thorough explanation and

disclosure of key loan terms and settlement

charges [via revisions to the Good Faith Estimate

(GFE) and Settlement Statement (HUD-1)];

including a side-by-side chart (on the new page 3

of the HUD-1) to help compare the estimated

charges shown on the GFE with the actual charges

at closing; and

requiring that fees not increase between issuance of the

GFE and closing except under limited circumstances.

Applies to all lenders and

mortgage brokers

Mandatory by

January 1, 2010

Wells Fargo HomeMortgage

will implement for all new

applications with a property

identified beginning

mid-December 2009

RESPA Reform:
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RESPA Reform

The goal: more informed customers

The objective of the many new government requirements that relate to home financing is to provide information that
can help every home buyer or owner make better home financing decisions.
For example:

HVCC – ensures that borrowers have suJcient notice of appraisal content and promotes the accuracy of
appraisals by shielding appraisers from undue influence;

HERAMortgage Disclosure Improvement Act (MDIA) – protects borrowers by making them more
informed and confident in their home financing choices by specifying timing in regard to initial
disclosures, fee collection and final disclosures; and

RESPA Reform (the most recent government requirement) – intends to help borrowers avoid surprises at
closing by placing tolerance levels on all charges for services associated with obtaining the mortgage
where the vendor is not borrower-selected.

The impacts: changes to the transaction

Certainly, the May 2009, HVCC and the July 2009, HERA MDIA requirements may both impact the loan closing
timeline. RESPA Reform may also influence the timeline and certainly has many process impacts for lenders,
settlement agents and attorneys. However, the transaction experience for the consumer and other parties should
remain relatively unchanged.

New RESPA Reform GFE

Beginning January 1, 2010, HUD will require all lenders and mortgage brokers to provide borrowers with the new
RESPA Reform GFE on any application that is taken on or after January 1, 2010 with a property identified.
Additionally, settlement agents and attorneys will be required to provide borrowers with the new RESPA Reform
HUD-1 settlement statement that closely aligns with the new GFE.

Each lender can decide if or when to implement the new form prior to the required date of January 1, 2010.Wells Fargo
HomeMortgage will require the newGFE to be used for any application that is taken beginningmid-December 2009
with a property identified. For any loan where the new GFE form is used, the new HUD-1 form must also be used, even
if the closing is prior to January 1, 2010. Therefore, we will be working closely with settlement agents and attorneys to
ensure adherence.
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REALTOR®/Builder impacts:
The newGFE should not impact how you do business and should help your buyers avoid surprise charges at
settlement, have the ability to shop for the best loan, and ultimately feel more comfortable with their decision.

Details on three of the new RESPA Reform requirements and corresponding impacts:
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Wells FargoHomeMortgage

will provide every customer with

a cover letter and proprietary

instructional booklet titled,

“AGuide toUnderstanding

YourGood Faith Estimate.”

So that you are familiar, we have detailedwhat each page consists of and also provided
visuals of the newGFEbelow.

Summarizes key loan information, details escrow
information and displays the total estimated
settlement charges associated with obtaining the
mortgage so the borrower can compare loan terms.

Is an instructional page designed to help
borrowers understand their loan and its
associated fees. Borrowers can use the
shopping guide to document and compare
charges from other lenders.

Estimates total settlement charges associated
with obtaining the mortgage, breaking them
down into 11 blocks of charges. (Note: the GFE
does not provide a figure that represents the
downpayment or the cash the borrower will need
to bring to closing.)

Page 1:

Page 2:

Page 3:

RESPA Reform, continued
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New RESPA Reform HUD-1

The new Settlement Statement (HUD-1) will increase from two to three pages and will include a side-by-side comparison
chart to help borrowers compare final loan terms disclosed on the latest GFE with the charges shown on the HUD-1.
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REALTOR®/Builder impacts:
REALTOR®/Builder charges aredisclosedon theHUD-1, so you shouldprovide fee informationdirectly to the settlement
agent or attorneyas early in theprocess aspossible to avoiddelays. For yourbuyers, this new formshouldhelp them
avoid surprises at settlement andmake them feelmore comfortable about their decision since theywill bepresentedwith
information to compare chargesdisclosedduring the applicationprocess to the actual costs chargedat closing.

Wells Fargo HomeMortgage addition:

Because secondarymarket investors typically
require a customer signature page,Wells Fargo
HomeMortgage - and likely other lenders - will add a
signature and date page to the newHUD-1. This
means that settlement agents and attorneys will be
required to obtain the borrowers’ and, if applicable,
sellers’ signatures and submit the signature page
back toWells FargoHomeMortgage after closing.

RESPA Reform, continued

Contains only minor formatting changes.

Has been added to allow borrowers to compare
charges disclosed on the latest GFE with actual
costs charged on the HUD-1. This side-by-side
comparison displays charges in categories as
shown here.

Renumbers and consolidates many charges di�erently
than in the past and displays all charges as dollar
amounts, not percentages.

Page 1:

Page 2:

Page 3:

Page 4:

Ask for a copy of our
“RESPAReform: A closing agent's guide to
workingwithWells FargoHomeMortgage"
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*Example of allowable fee increase:
A fee increase can only be charged to the borrower if it occurred due to what HUD refers to as a “valid changed
circumstance.” For example, if the borrower chooses to make a significant change to his or her loan (such as a
product change) or if a full review of the appraisal results in discovery that a survey is required, a “valid changed
circumstance” has occurred, and the associated fee increases can be charged to the borrower (if a new GFE is
properly issued that reflects the new fees). Another example is if a power of attorney is needed for a borrower who
cannot attend closing.

Timeline impact

In the event the HUD-1 shows an increase in a charge* (to a lender and/or third-party fee) versus what was reflected
on the latest GFE, the closing may be delayed. The lender will need time to work with the settlement agent or
attorney to determine if the change requires a revision to the GFE. If a new GFE is required, it must be provided to
the borrower within three business days of Wells Fargo Home Mortgage's notice of the changed circumstance AND
at least one business day prior to closing. This way the borrower can review/understand the increased charge(s)
prior to closing. Therefore, it is crucial for REALTORS® or Builders to inform Wells Fargo Home Mortgage
immediately if you become aware of anything that may cause fees to increase. NOTE: Due to the previously
implemented HERA Mortgage Disclosure Improvement Act, the closing delay may be extended up to seven business
days if/when the increased charge(s) causes the APR to increase by more than .125%.
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REALTOR®/Builder impacts:
In the event a revisedGFEmust be provided to the borrower, then the borrrowermust be allowed at least one business
day to review it prior to closing. If theAPR increasesmore than .125%, theTruth inLending (TIL)disclosuremust be
reissued (wecall it aPreClosingTIL) at least sevenbusinessdaysprior to closing.This allows threebusinessdays for
mailingandprovides the customerwith the time required todetermine if theyare comfortablewith their loandecision.
(You can be assured we'll do everything we can to expedite the delivery.)

For your buyers, theremay be some frustration over the course of the transaction if they receivemultiple GFEs due
to revisions. It is important to always refer to themost recent GFE they have received for up-to-date details and to
help avoid surprises. At closing, the opportunity for the buyers to compare the fees between the GFE and theHUD-1
should be simpler.

RESPA Reform, continued

The descriptions above are based on Wells Fargo Home Mortgage’s interpretations and processes around RESPA Reform.
REALTORS, Builders and settlement service providers should consult with their own attorneys about direct impacts to
their business.


