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APPENDIX D TO PART 3500—AFFILIATED BUSINESS ARRANGEMENT DISCLOSURE
STATEMENT FORMAT

APPENDIX D TO PART 3500

Affiliated Business Arrangement Disclosure Statement Format

Notice
To: Property:
From: Date:
(Entity Making Statement]
This is to give you notice that referring party. has a business
relationship with settlement services provider(s) . [Describe the

nature of the relationship between the referring party and the provider(s),
including percentage of ownership interest, if applicable.] Because of this
relationship, this referral may provide referrin art a
financial or other benefit.

[A.] Set forth below is the estimated charge or range of charges for
the settlement services listed. You are NOT required to use the listed
provider (s) as a condition for [settlement of your loan on] [or] [purchase,
sale, or refinance of] the subject property. THERE ARE FREQUENTLY OTHER
SETTLEMENT SERVICE PROVIDERS AVAILABLE WITH SIMILAR SERVICES. YOU ARE FREE TO
SHOP AROUND TO DETERMINE THAT YOU ARE RECEIVING THE BEST SERVICES AND THE BEST
RATE FOR THESE SERVICES.

[provider and settlement service] {charge or range of charges
[B.] Set forth below is the estimated charge or range of charges for

the settlement services of an attorney, credit reporting agency, or real
estate appraiser that we, as your lender, will require you to use, as a
condition of your loan on this property, to represent our interests in the
transaction.

provider and settlement service charge or range of charges
ACKNOWLEDGMENT

I/we have read this disclosure form, and understand that
[referring party] is referring me/us to purchase the above-described
settlement service(s) and may receive a financial or other benefit as the
result of this referral.

Signature
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[INSTRUCTIONS TO PREPARER:]

Pt. 3500, App. E

[Use paragraph A for referrals other than those

by a lender to an attorney, a credit reporting agency, or a real estate
appraiser that a lender is requiring a borrower to use to represent the

lender’s interests in the transaction.

an attorney, credit reporting agency,

Use paragraph B for those referrals to
or real estate appraiser that a lender

is requiring a borrower to use to represent the lender’s interests in the

transaction.

When applicable, use both paragraphs.

Specific timing rules for

delivery of the affiliated business disclosure statement are set forth in 24

CFR 3500.15(b) (1) of Regulation X).
appear on the statement.]

[61 FR 58477, Nov. 15, 1996]

APPENDIX E TO PART 3500—ARITHMETIC
STEPS

I. Example lllustrating Aggregate Analysis:

ASSUMPTIONS:

Disbursements:
$360 for school taxes disbursed on Sep-
tember 20
$1,200 for county property taxes:
$500 disbursed on July 25
$700 disbursed on December 10
Cushion: One-sixth of estimated annual dis-
bursements
Settlement: May 15
First Payment: July 1

STEP 1—INITIAL TRIAL BALANCE

Aggregate
pmt disb bal
Jun ... 0 0 0
Jul . 130 500 —370
Aug 130 0 —240
Sep .. 130 360 —470
Oct ... 130 0 —340
Nov 130 0 -210
Dec 130 700 —780
Jan 130 0 —650
Feb 130 0 -520
Mar .. 130 0 —390
Apr 130 0 —260
May 130 0 -130
Jun ... 130 0 0

STEP 2—ADJUSTED TRIAL BALANCE
[Increase monthly balances to eliminate negative balances]

Aggregate
pmt disb bal
Jun ... 0 0 780
Jul . 130 500 410
Aug 130 0 540
Sep 130 360 310
Oct ... 130 0 440

These INSTRUCTIONS TO PREPARER should not

STEP 2—ADJUSTED TRIAL BALANCE—Continued
[Increase monthly balances to eliminate negative balances]

Aggregate
pmt disb bal
Nov . 130 0 570
Dec . 130 700 0
Jan .. 130 0 130
Feb . 130 0 260
Mar . 130 0 390
Apr .. 130 0 520
May . 130 0 650
Jun .. 130 0 780
STEP 3—TRIAL BALANCE WITH CUSHION
Aggregate
pmt disb bal

Jun 0 0 1040
aul ... 130 500 670
Aug . 130 0 800
Sep . 130 360 570

130 0 700
Nov 130 0 830
Dec . 130 700 260
Jan .. 130 0 390
Feb . 130 0 520
Mar . 130 0 650
Apr .. 130 0 780
May . 130 0 910
Jun .. 130 0 1040

1. Example Illustrating Single-ltem Analysis
(Existing Accounts)

ASSUMPTIONS:

Disbursements:
$360 for school taxes disbursed on Sep-
tember 20
$1,200 for county property taxes:
$500 disbursed on July 25
$700 disbursed on December 10
Cushion: One-sixth of estimated annual dis-
bursements
Settlement: May 15
First Payment: July 1
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STEP 1—INITIAL TRIAL BALANCE
Single-item
Taxes School taxes
pmt disb bal pmt disb bal
June . 0 0 0 0 0 o]
July .. 100 500 —400 30 0 30
August 100 0 —300 30 0 60
September . 100 0 —200 30 360 —270
October 100 0 —100 30 0 —240
November 100 0 0 30 0 —210
December .. 100 700 —600 30 0 —180
January ... 100 0 —500 30 0 —150
February . 100 0 —400 30 0 -120
March . 100 0 —300 30 0 —-90
April . 100 0 —200 30 0 —-60
May .. 100 0 —100 30 0 —-30
June . 100 0 0 30 0 0

STEP 2—ADJUSTED TRIAL BALANCE (INCREASE MONTHLY BALANCES TO ELIMINATE NEGATIVE

BALANCES)
Single-item
Taxes School taxes
pmt disb bal pmt disb bal

Jun ... 0 0 600 0 0 270
Jul ... 100 500 200 30 0 300
Aug .. 100 0 300 30 0 330
100 0 400 30 360 0

100 0 500 30 0 30

100 0 600 30 0 60

100 700 0 30 0 90

100 0 100 30 0 120

100 0 200 30 0 150

100 0 300 30 0 180

100 0 400 30 0 210

100 0 500 30 0 240

100 0 600 30 0 270

STEP 3—TRIAL BALANCE WITH CUSHION
Single-ltem
Taxes School taxes
pmt disb bal pmt disb bal

0 0 800 0 0 330

100 500 400 30 0 360

100 0 500 30 0 390

100 0 600 30 360 60

100 0 700 30 0 90

100 0 800 30 0 120

100 700 200 30 0 150

100 0 300 30 0 180

100 0 400 30 0 210

100 0 500 30 0 240

100 0 600 30 0 270

100 0 700 30 0 300

100 0 800 30 0 330

[59 FR 53908, Oct. 26, 1994, as amended at 60 FR 8816, Feb. 15, 1995. Redesignated at 61 FR 58479,

Nov. 15, 1996]
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APPENDIX MS-1 TO PART 3500

APPENDIX MS-1 to PART 3500
[Sample language; use business stationery or similar heading]

SERVICING DISCLOSURE STATEMENT

NOTICE TO FIRST LIEN MORTGAGE LOAN APPLICANTS: THE RIGHT TO COLLECT
YOUR MORTGAGE LOAN PAYMENTS MAY BE TRANSFERRED. FEDERAL LAW
GIVES YOU CERTAIN RELATED RIGHTS. IF YOUR LOAN IS MADE, SAVE THIS
STATEMENT WITH YOUR LOAN DOCUMENTS. SIGN THE ACKNOWLEDGMENT AT
THE END OF THIS STATEMENT ONLY IF YOU UNDERSTAND ITS CONTENTS.

Because you are applying for a mortgage loan covered by the Real Estate Settlement
Procedures Act (RESPA) (12 U.S.C. §2601 et seq.) you have certain rights under that Federal
law.

This statement tells you about those rights. It also tells you what the chances are that the
servicing for this loan may be transferred to a different loan servicer. "Servicing” refers to
collecting your principal, interest and escrow account payments, if any. If your loan servicer
changes, there are certain procedures that must be followed. This statement generally explains
those procedures. -

Transfer practices and requirements

If the servicing of your loan is assigned, sold, or transferred to a new setvicer, you must be
given written notice of that transfer. The present loan servicer must send you notice in writing of
the assignment, sale or transfer of the servicing not less than 15 days before the effective date of
the transfer. The new loan servicer must also send you notice within 15 days after the effective
date of the transfer. The present servicer and the new servicer may combine this information in
one notice, so long as the notice is sent to you 15 days before the effective date of transfer. The
15 day period is not applicable if a notice of prospective transfer is provided to you at settlement.
The law allows a delay in the time (not more than 30 days after a transfer) for servicers to notify
you, upon the occurrence of certain business emergencies.

Notices must contain certain information. They must contain the effective date of the
transfer of the servicing of your loan to the new servicer, and the name, address, and toll-free or
collect call telephone number of the new servicer, and toll-free or collect call telephone numbers
of a person or department for both your present servicer and your new servicer to answer your
questions. During the 60-day period following the effective date of the transfer of the loan
servicing, a loan payment received by your old servicer before its due date may not be treated by
the new loan servicer as late, and a late fee may not be imposed on you.
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Complaint Resolution

Section 6 of RESPA (12 U.S.C. §2605) gives you certain consumer rights, whether or not your
loan servicing is transferred. If you send a “qualified written request” to your servicer, your servicer must
provide you with a written acknowledgment within 20 Business Days of receipt of your request. A
"qualified written request” is a written correspondence, other than notice on a payment coupon or other
payment medium supplied by the servicer, which includes your name and account number, and the
information regarding your request. Not later than 60 Business Days after receiving your request, your
servicer must make any appropriate corrections to your account, or must provide you with a written
clarification regarding any dispute. During this 60-Business Day period, your servicer may not provide
information to a consumer reporting agency concerning any overdue payment related to such period or
qualified written request.

A Business Day is any day in which the offices of the business entity are open to the public for
carrying on substantially all of its business functions.

Damages and Costs

Section 6 of RESPA also provides for damages and costs for individuals or classes of
individuals in circumstances where servicers are shown to have violated the requirements of that
Section.

ervi Transfer Estimates

L The following is the best estimate of what will happen to the servicing of your mortgage
loan:

A We may assign, sell or transfer the servicing of your loan while the loans is
outstanding. [We are able to service your loan[.][,] and we [will][will not] haven’t decided
whether to) service your loan.].

[or]

B. We do not service mortgage loans[.][,] and we have not serviced mortgage loans in
the past three years.] We presently intend to assign, sell or transfer the servicing of your mortgage
loan. You will be informed about your servicer.

[INSTRUCTIONS TO PREPARER: The model format may be annotated with further
information that clarifies or enhances the model language. The following model language may be
used where appropriate:

We assign, sell or transfer the servicing of some of our loans while the loan is outstanding
depending on the type of loan and other factors. For the program you have applied for,
we expect to [sell all of the mortgage servicing][retain all of the mortgage servicing]
[assign, sell or transfer _ % of the mortgage servicing].
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2. For all the first lien mortgage loans that we make in the 12 month period after your
mortgage loan is funded, we estimate that the percentage of such loans for which we will
transfer servicing is between:

[0 to 25%] or [NONE]
26 to 50%
51 to 75%

[76 to 100%] or [ALL]

[This estimate [does] [does not] include assignments, sales or transfers to affiliates or
subsidiaries.] This is only our best estimate and it is not binding. Business conditions or
other circumstances may affect our future transferring decisions.

[3(A). We have previously assigned, sold, or transferred the servicing of first lien mortgage
loans.]

for]

[3(B). This is our record of transferring the servicing of the first lien mortgage loans we have
made in the past:

Year Percentage of Loans Transferred
(Rounded to nearest quartile--0%, 25%, 50%, 75% or 100%).

19_ %
19__ %
19 _ %

[This information [does) [does not] include assignments, sales or transfers to affiliates or
subsidiaries.]]

[Signature Not Mandatory]

DATE

[INS’I'RI_J_CTIONS TO PREPARER: Select cither Item 3(A) or Item 3(B), except if you chose
.the provision in 1(B) stating: "We do not service mortgage loans, and we have not serviced
mortgage loans in the past three years,” all of Item 3 should be omitted.
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The information in Item 3(B) is for the previous three calendar years. The information
does not have to include the previous calendar year if the statement is prepared before March 31
of the next calendar year. If the percentage of servicing transferred is less than 12.5%, the word
*nominal® or the actual percentage amount of servicing transfers may be used. If no servicing was
transferred, "none” may be placed on the percentage line; if all servicing was transferred, "all® may
be placed on the percentage line.] :

ACKNOWLEDGMENT OF MORTGAGE LOAN APPLICANT

I/we have read this disclosure form, and understand its contents, as evidenced by my/our
signature(s) below. I/we understand that this acknowledgment is a required part of the mortgage
loan application.

APPLICANT'S SIGNATURE

CO-APPLICANT'S SIGNATURE

DATE

[59 FR 65452, Dec. 19, 1994; 60 FR 2643, Jan. 10, 1995; 60 FR 5962, Jan. 31, 1995]
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APPENDIX MS-2 to PART 3500

[Sample language; use business stationery or similar heading]}

NOTICE OF ASSIGNMENT, SALE, OR TRANSFER
OF SERVICING RIGHTS

You are hereby notified that the servicing of your mortgage loan, that is, the right to
collect payments from you, is being assigned, sold or transferred from
to , effective

The assignment, sale or transfer of the servicing of the mortgage loan does not affect any

term or condition of the mortgage instruments, other than terms directly related to the servicing
of your loan.

Except in limited circumstances, the law requires that your present servicer send you this
notice at least 15 days before the effective date of transfer, or at closing. Your new servicer must
also send you this notice no later that 15 days after this effective date or at closing. [In this case,
all necessary information is combined in this one notice].

Your present servicer is .
If you have any questions relating to the transfer of servicing from your present servicer call
[enter the name of an individual or department here]
between a.m. and p.m. on the following days
This is a [toll-free] or [collect call] number.

Your new servicer will be

The business address for your new servicer is:

The [toll-free] [collect call] telephone number of your new servicer is
. If you have any questions relating to the transfer of servicing to your

new servicer call [enter the name of an individual or
department here] at [toll free or collect call telephone number] between
am. and p.m. on the following days

The date that your present servicer will stop accepting payments from you is
. The date that your new servicer will start accepting payments

from you is ' . Send all payments due on or after that date to
your new servicer.
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[Use this paragraph if appropriate; otherwise omit] The transfer of servicing rights may
affect the terms of or the continued availability of mortgage life or disability insurance or any
other type of optional insurance in the following manner:

and you should take the following action to maintain coverage:

You should also be aware of the following information, which is set out in more detail in
Section 6 of the Real Estate Settlement Procedures Act (RESPA) (12 U.S.C. 2605):

During the 60-day period following the effective date of the transfer of the loan servicing,
a loan payment received by your old servicer before its due date may not be treated by the new
loan servicer as late, and a late fee may not be imposed on you.

Section 6 of RESPA (12 U.S.C. 2605) gives you certain consumer rights. If you send a
"qualified written request” to your loan servicer concerning the servicing of your loan, your
servicer must provide you with a written acknowledgment within 20 Business Days of receipt of
your request. A "qualified written request” is a written correspondence, other than notice on a
payment coupon or other payment medium supplied by the servicer, which includes your name
and account number, and your reasons for the request. [If you want to send a "qualified written
request" regarding the servicing of your loan, it must be sent to this address:

i

Not later than 60 Business Days after receiving your request, your servicer must make any
appropriate corrections to your account, and must provide you with a written clarification
regarding any dispute. During this 60-Business Day period, your servicer may not provide
information to a consumer reporting agency concerning any overdue payment related to such
period or qualified written request. However, this does not prevent the servicer from initiating
foreclosure if proper grounds exist under the mortgage documents.

A Business Day is a day on which the offices of the business entity are open to the public
for carrying on substantially all of its business functions.

Section 6 of RESPA also provides for damages and costs for individuals or classes of

individuals in circumstances where servicers are shown to have violated the requirements of that
Section. You should seek legal advice if you believe your rights have been violated.
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§3800.30

[INSTRUCTIONS TO PREPARER: Delivery means placing the notice in the mail, first class
postage prepaid, prior to 15 days before the effective date of transfer (transferor) or prior to

15 days after the effective date of transfer (transferec). However, this notice may be sent not
more than 30 days after the effective date of the transfer of servicing rights if certain emergency
business situations occur. See 24 CFR § 3500.21(d)(1)(ii). "Lender” may be substituted for
"present servicer” where appropriate. These instructions should not appear on the format.]

PRESENT SERVICER {[Signature not required]
[and][or]

Date

FUTURE SERVICER [Signature not required]
[61 FR 13252, Mar. 26, 1996]

PART 3800—INVESTIGATIONS IN
CONSUMER REGULATORY PRO-
GRAMS

Sec.

3800.10 Scope of rules.

3800.20 Subpoenas in investigations.

3800.30 Subpoena enforcement in district
court.

3800.40 Investigational proceedings.

3800.50 Rights of witnesses in investiga-
tional proceedings.

3800.60 Settlements.

AUTHORITY: 12 U.S.C. 2601 et seq.; 15 U.S.C.
1714; 42 U.S.C. 3535(d) and 5413.

SOURCE: 61 FR 10441, Mar. 13, 1996, unless
otherwise noted.

§3800.10 Scope of rules.

This part applies to investigations
and investigational proceedings under-
taken by the Secretary, or the Sec-
retary’s designee, pursuant to the fol-
lowing:

(@) The Interstate Land Sales Full
Disclosure Act, 15 U.S.C. 1701 et seq.;

(b) The National Manufactured Hous-
ing Construction and Safety Standards
Act of 1974, 42 U.S.C. 5401 et seq.; and

(c) The Real Estate Settlement Pro-
cedures Act of 1974, 12 U.S.C. 2601 et seq.

Date

§3800.20 Subpoenas in investigations.

(@) The Secretary may issue sub-
poenas relating to any matter under
investigation. A subpoena may:

(1) Require testimony to be taken by
interrogatories;

(2) Require the attendance and testi-
mony of witnesses at a specific time
and place;

(3) Require access to, examination of,
and the right to copy documents; and

(4) Require the production of docu-
ments at a specific time and place.

(b) A subpoenaed person may petition
the Secretary or the Secretary’s des-
ignee to modify or withdraw a sub-
poena by filing the petition within 10
days after service of the subpoena. The
petition may be in letter form, but
must set forth the facts and law upon
which the petition is based.
in

§3800.30 Subpoena enforcement

district court.

In the case of contumacy of a witness
or a witness’s refusal to obey a sub-
poena or order of the Secretary, the
United States district court for the ju-
risdiction in which an investigation is
carried on may issue an order requiring
compliance with the subpoena. HUD
headquarters in Washington, DC, is one
of the locations in which the Secretary
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