
273 

Office of Asst. Sec. for Housing, HUD § 3500.7 

to the address indicated in § 3500.3, 
stating the reasons why the applicant 
believes such changes, deletions or ad-
ditions are necessary. 

(2) The cover of the booklet may be 
in any form and may contain any draw-
ings, pictures or artwork, provided 
that the words ‘‘settlement costs’’ are 
used in the title. Names, addresses and 
telephone numbers of the lender or oth-
ers and similar information may ap-
pear on the cover, but no discussion of 
the matters covered in the booklet 
shall appear on the cover. 

(3) The special information booklet 
may be translated into languages other 
than English. 

§ 3500.7 Good faith estimate. 
(a) Lender to provide. Except as pro-

vided in this paragraph (a) or para-
graph (f) of this section, the lender 
shall provide all applicants for a feder-
ally related mortgage loan with a good 
faith estimate of the amount of or 
range of charges for the specific settle-
ment services the borrower is likely to 
incur in connection with the settle-
ment. The lender shall provide the 
good faith estimate required under this 
section (a suggested format is set forth 
in appendix C of this part) either by de-
livering the good faith estimate or by 
placing it in the mail to the loan appli-
cant, not later than three business 
days after the application is received 
or prepared. 

(1) If the lender denies the applica-
tion for a federally related mortgage 
loan before the end of the three-busi-
ness-day period, the lender need not 
provide the denied borrower with a 
good faith estimate. 

(2) For ‘‘no cost’’ or ‘‘no point’’ loans, 
the charges to be shown on the good 
faith estimate include any payments to 
be made to affiliated or independent 
settlement service providers. These 
payments should be shown as P.O.C. 
(Paid Outside of Closing) on the Good 
Faith Estimate and the HUD–1 or 
HUD–1A. 

(3) In the case of dealer loans, the 
lender is responsible for provision of 
the good faith estimate, either directly 
or by the dealer. 

(4) If a mortgage broker is the exclu-
sive agent of the lender, either the 
lender or the mortgage broker shall 

provide the good faith estimate within 
three business days after the mortgage 
broker receives or prepares the applica-
tion. 

(b) Mortgage broker to provide. In the 
event an application is received by a 
mortgage broker who is not an exclu-
sive agent of the lender, the mortgage 
broker must provide a good faith esti-
mate within three days of receiving a 
loan application based on his or her 
knowledge of the range of costs (a sug-
gested format is set forth in appendix C 
of this part). As long as the mortgage 
broker has provided the good faith esti-
mate, the funding lender is not re-
quired to provide an additional good 
faith estimate, but the funding lender 
is responsible for ascertaining that the 
good faith estimate has been delivered. 
If the application for mortgage credit 
is denied before the end of the three- 
business-day period, the mortgage 
broker need not provide the denied bor-
rower with a good faith estimate. 

(c) Content of good faith estimate. A 
good faith estimate consists of an esti-
mate, as a dollar amount or range, of 
each charge which: 

(1) Will be listed in section L of the 
HUD–1 or HUD–1A in accordance with 
the instructions set forth in appendix 
A to this part; and 

(2) That the borrower will normally 
pay or incur at or before settlement 
based upon common practice in the lo-
cality of the mortgaged property. Each 
such estimate must be made in good 
faith and bear a reasonable relation-
ship to the charge a borrower is likely 
to be required to pay at settlement, 
and must be based upon experience in 
the locality of the mortgaged property. 
As to each charge with respect to 
which the lender requires a particular 
settlement service provider to be used, 
the lender shall make its estimate 
based upon the lender’s knowledge of 
the amounts charged by such provider. 

(d) Form of good faith estimate. A sug-
gested good faith estimate form is set 
forth in appendix C to this part and is 
in compliance with the requirements of 
the Act except for any additional re-
quirements of paragraph (e) of this sec-
tion. The good faith estimate may be 
provided together with disclosures re-
quired by the Truth in Lending Act, 15 
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U.S.C. 1601 et seq., so long as all re-
quired material for the good faith esti-
mate is grouped together. The lender 
may include additional relevant infor-
mation, such as the name/signature of 
the applicant and loan officer, date, 
and information identifying the loan 
application and property, as long as 
the form remains clear and concise and 
the additional information is not more 
prominent than the required material. 

(e) Particular providers required by 
lender. (1) If the lender requires the use 
(see § 3500.2, ‘‘required use’’) of a par-
ticular provider of a settlement serv-
ice, other than the lender’s own em-
ployees, and also requires the borrower 
to pay any portion of the cost of such 
service, then the good faith estimate 
must: 

(i) Clearly state that use of the par-
ticular provider is required and that 
the estimate is based on the charges of 
the designated provider; 

(ii) Give the name, address, and tele-
phone number of each provider; and 

(iii) Describe the nature of any rela-
tionship between each such provider 
and the lender. Plain English ref-
erences to the relationship should be 
utilized, e.g., ‘‘X is a depositor of the 
lender,’’ ‘‘X is a borrower from the 
lender,’’ ‘‘X has performed 60% of the 
lender’s settlements in the past year.’’ 
(The lender is not required to keep de-
tailed records of the percentages of use. 
Similar language, such as ‘‘X was used 
[regularly] [frequently] in our settle-
ments the past year’’ is also sufficient 
for the purposes of this paragraph.) In 
the event that more than one relation-
ship exists, each should be disclosed. 

(2) For purposes of paragraph (e)(1) of 
this section, a ‘‘relationship’’ exists if: 

(i) The provider is an associate of the 
lender, as that term is defined in 12 
U.S.C. 2602(8); 

(ii) Within the last 12 months, the 
provider has maintained an account 
with the lender or had an outstanding 
loan or credit arrangement with the 
lender; or 

(iii) The lender has repeatedly used 
or required borrowers to use the serv-
ices of the provider within the last 12 
months. 

(3) Except for a provider that is the 
lender’s chosen attorney, credit report-
ing agency, or appraiser, if the lender 

is in an affiliated business relationship 
(see § 3500.15) with a provider, the lend-
er may not require the use of that pro-
vider. 

(4) If the lender maintains a con-
trolled list of required providers (five 
or more for each discrete service) or re-
lies on a list maintained by others, and 
at the time of application the lender 
has not yet decided which provider will 
be selected from that list, then the 
lender may satisfy the requirements of 
this section if the lender: 

(i) Provides the borrower with a writ-
ten statement that the lender will re-
quire a particular provider from a lend-
er-controlled or -approved list; and 

(ii) Provides the borrower in the 
Good Faith Estimate the range of costs 
for the required provider(s), and pro-
vides the name of the specific provider 
and the actual cost on the HUD–1 or 
HUD–1A. 

(f) Open-end lines of credit (home-eq-
uity plans) under Truth in Lending Act. 
In the case of a federally related mort-
gage loan involving an open-end line of 
credit (home-equity plan) covered 
under the Truth in Lending Act and 
Regulation Z, a lender or mortgage 
broker that provides the borrower with 
the disclosures required by 12 CFR 
226.5b of Regulation Z at the time the 
borrower applies for such loan shall be 
deemed to satisfy the requirements of 
this section. 

(Approved by the Office of Management and 
Budget under control number 2502–0265) 

[61 FR 13233, Mar. 26, 1996, as amended at 61 
FR 58476, Nov. 15, 1996] 

§ 3500.8 Use of HUD–1 or HUD–1A set-
tlement statements. 

(a) Use by settlement agent. The settle-
ment agent shall use the HUD–1 settle-
ment statement in every settlement in-
volving a federally related mortgage 
loan in which there is a borrower and a 
seller. For transactions in which there 
is a borrower and no seller, such as re-
financing loans or subordinate lien 
loans, the HUD–1 may be utilized by 
using the borrower’s side of the HUD–1 
statement. Alternatively, the form 
HUD–1A may be used for these trans-
actions. Either the HUD–1 or the HUD– 
1A, as appropriate, shall be used for 
every RESPA-covered transaction, un-
less its use is specifically exempted, 
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