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services. Also, any other fee or payment re-
ceived by the mortgage broker from either
the lender or the borrower arising from the
initial funding transaction, including a serv-
icing release premium or yield spread pre-
mium, is to be noted on the Good Faith Esti-
mate and listed in the 800 series of the HUD–
1 Settlement Statement.

14. Facts. A is a dealer in home improve-
ments who has established funding arrange-
ments with several lenders. Customers for
home improvements receive a proposed con-
tract from A. The proposal requires that cus-
tomers both execute forms authorizing a
credit check and employment verification,
and, frequently, execute a dealer consumer
credit contract secured by a lien on the cus-
tomer’s (borrower’s) 1- to 4-family residen-
tial property. Simultaneously with the com-
pletion and certification of the home im-
provement work, the note is assigned by the
dealer to a funding lender.

Comments. The loan that is assigned to the
funding lender is a loan covered by RESPA,
when a lien is placed on the borrower’s 1- to
4-family residential structure. The dealer
loan or consumer credit contract originated
by a dealer is also a RESPA-covered trans-
action, except when the dealer is not a
‘‘creditor’’ under the definition of ‘‘federally
related mortgage loan’’ in § 3500.2. The lender
to whom the loan will be assigned is respon-
sible for assuring that the lender or the deal-
er delivers to the borrower a Good Faith Es-
timate of closing costs consistent with Regu-
lation X, and that the HUD–1 or HUD–1A
Settlement Statement is used in conjunction
with the settlement of the loan to be as-
signed. A dealer who, under § 3500.2, is cov-
ered by RESPA as a creditor is responsible
for the Good Faith Estimate of Closing Costs
and the use of the appropriate settlement
statement in connection with the loan.

[57 FR 49607, Nov. 2, 1992; 57 FR 56857, Dec. 1,
1992, as amended at 59 FR 6521, Feb. 10, 1994;
61 FR 13251, Mar. 26, 1996; 61 FR 29253, June
7, 1996; 61 FR 58476, Nov. 15, 1996]

EFFECTIVE DATE NOTE: At 61 FR 29253, June
7, 1996, appendix B to part 3500 was amended
by revising Illustration 11, redesignating Il-
lustrations 12 and 13 as Illustrations 13 and
14, respectively, and adding a new Illustra-
tion 12, effective Oct. 7, 1996. At 61 FR 51782,
Oct. 4, 1996, the effective date was delayed
until further notice. For the convenience of
the user, the revised text is set forth as fol-
lows:

APPENDIX B TO PART 3500—ILLUSTRATIONS OF
REQUIREMENTS OF RESPA

* * * * *

11. Facts: A, a mortgage lender, is affiliated
with B, a title company, and C, an escrow
company, and offers consumers a package of

mortgage, title, and escrow services at a dis-
count from the prices at which such services
would be sold if purchased separately. A, B,
and C are subsidiaries of H, a holding com-
pany, which also controls a retail stock bro-
kerage firm, D. None of A, B, or C requires
consumers to purchase the services of its sis-
ter companies, and each company sells such
services separately and as part of the pack-
age. A also pays an employee T, a full-time
bank teller who does not perform settlement
services, a bonus for each loan, title insur-
ance binder, or closing that T generates for
A, B, or C. A pays T these bonuses out of A’s
own funds and receives no reimbursements
for these bonuses from B, C, or H. At the
time that T refers customers to B and C, T
provides the customers with a disclosure
using the controlled business arrangement
disclosure format. Also, Z, a stockbroker em-
ployee of D, occasionally refers her cus-
tomers to A, B, or C; gives a statement in
the controlled business disclosure format;
and receives a payment from D for each re-
ferral.

Comments: Selling a package of settlement
services at a discount is not prohibited by
RESPA, consistent with the definition of
‘‘required use’’ in 24 CFR 3500.2. Also, A is al-
ways allowed to compensate its own employ-
ees for business generated for A’s company.
Here, A may also compensate T, an employee
who does not perform settlement services in
this or any transaction, for referring busi-
ness to a business entity in an affiliate rela-
tionship with A. Z, who does not perform set-
tlement services in this or any transaction,
can also be compensated by D, but not by
anyone else. Employees who perform settle-
ment services cannot be compensated for re-
ferrals to other settlement service providers.
None of the entities in an affiliated relation-
ship with each other may pay for referrals
received from an affiliate’s employees. Sec-
tions 3500.15(b)(3)(i)(A) and (B) set forth the
permissible exchanges of funds between con-
trolled business entities. In all cir-
cumstances described a statement in the
controlled business disclosure format must
be provided to a potential consumer at or be-
fore the time that the referral is made.

* * * * *

APPENDIX C TO PART 3500—SAMPLE
FORM OF GOOD FAITH ESTIMATE

[Name of Lender] 1

The information provided below reflects
estimates of the charges which you are like-
ly to incur at the settlement of your loan.
The fees listed are estimates—the actual
charges may be more or less. Your trans-
action may not involve a fee for every item
listed.
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The numbers listed beside the estimates
generally correspond to the numbered lines
contained in the HUD–1 or HUD–1A settle-
ment statement that you will be receiving at
settlement. The HUD–1 or HUD–1A settle-
ment statement will show you the actual
cost for items paid at settlement.

Item 2 HUD–1 or
HUD–1A

Amount or
range

Loan origination fee 801 ................. $llll
Loan discount fee ... 802 ................. $llll
Appraisal fee .......... 803 ................. $llll
Credit report ........... 804 ................. $llll
Inspection fee ......... 805 ................. $llll
Mortgage broker fee [Use blank line

in 800 Sec-
tion].

$llll

CLO access fee ...... [Use blank line
in 800 Sec-
tion].

$llll

Tax related service
fee.

[Use blank line
in 800 Sec-
tion].

$llll

Interest for [X] days
at $llll per
day.

901 ................. $llll

Mortgage insurance
premium.

902 ................. $llll

Hazard insurance
premiums.

903 ................. $llll

Reserves 3 .............. 1000–1005 ..... $llll
Settlement fee ........ 1101 ............... $llll
Abstract or title

search.
1102 ............... $llll

Title examination .... 1103 ............... $llll
Document prepara-

tion fee.
1105 ............... $llll

Attorney’s fee ......... 1107 ............... $llll
Title insurance ........ 1108 ............... $llll
Recording fees ....... 1201 ............... $llll
City/County tax

stamps.
1202 ............... $llll

State tax ................. 1203 ............... $llll
Survey .................... 1301 ............... $llll
Pest inspection ....... 1302 ............... $llll
[Other fees—list

here].
........................ $llll

————————————————————————
Applicant

————————————————————————
Date

————————————————————————
Authorized Official

These estimates are provided pursuant to
the Real Estate Settlement Procedures Act
of 1974, as amended (RESPA). Additional in-
formation can be found in the HUD Special
Information Booklet, which is to be provided
to you by your mortgage broker or lender, if
your application is to purchase residential
real property and the Lender will take a first
lien on the property.

FOOTNOTES

1 The name of the lender shall be placed at
the top of the form. Additional information
identifying the loan application and property
may appear at the bottom of the form or on
a separate page. Exception: If the disclosure
is being made by a mortgage broker who is
not an exclusive agent of the lender, the
lender’s name will not appear at the top of
the form, but the following legend must ap-
pear:

This Good Faith Estimate is being pro-
vided by llllllll, a mortgage broker,
and no lender has yet been obtained.

2 Items for which there is estimated to be
no charge to the borrower are not required
to be listed. Any additional items for which
there is estimated to be a charge to the bor-
rower shall be listed if required on the HUD–
1.

3 As an alternative to using aggregate ac-
counting with no more than a two-month
cushion, the estimate may be obtained by
using single-item accounting with no more
than a one-month cushion.

[58 FR 17165, Apr. 1, 1993, as amended at 59
FR 6521, Feb. 10, 1994; 63 FR 3237, Jan. 21,
1998]
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[61 FR 58477, Nov. 15, 1996]
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