
RESPA 2010 and Your GFE 
 
Effective January 1, 2010 HUD’s new rules implementing the Real Estate Settlement Procedures 
Act (RESPA) went in to effect, and with it came significant changes to your Good Faith Estimate 
(GFE) and the HUD-1 Settlement Statement (HUD) you receive at closing. 
 
I’d like to give them the benefit of the doubt and say they meant well when they made these 
changes, but considering that they received and subsequently ignored literally thousands of 
comments on the new rule telling them it was going to be a disaster, it is a little hard to ascribe 
any kind of positive or even neutral motivation to their actions. 
 
Anyway, it is what it is, and for now we are stuck with it, so we must comply with the new rules 
no matter how asinine they are.  While I will be complying with the new rules, I should note that 
the manner in which I (and many others from what I understand) comply will make the GFE I 
provide you completely worthless for any purpose whatsoever (unless of course you own a pet 
bird, in which case you may find it useful for lining the bottom of it’s cage).   
 
That is all you really need to know, so if you are in a hurry stop reading here and ignore the GFE 
I am providing you.  If you want an actual “good faith” estimate of your closing costs, house 
payment, and amount you need to bring to closing, the Initial Fees Worksheet (IFW) I provided 
has what you seek.  If you want to understand why your GFE should be ignored continue 
reading. 
 
Let’s start with the basic premise of the GFE changes, which was to facilitate shopping for a 
mortgage.  HUD seems to think that a borrower can spend 10 days obtaining GFE’s from 
different lenders and then select a lender.  To this end they require us lenders to guarantee the 
fees quoted on the GFE for 10 days. 
 
Considering that my fees haven’t changed in years, you would think this wouldn’t be a problem, 
and you would be right except that I am a broker.  I deal with numerous lenders, all of whom 
have different fees.  Until you lock, I do not know which lender we will be using, and hence 
what the lender fees will be.   
 
Presumably you are using a broker because you want the broker to use the lender offering the 
best deal at the time you lock.  Unfortunately, the best lender 10 days ago may not be the best 
lender today when you are locking, so if I planned on using Lender A 10 days ago with $525.00 
in lender fees, but today Lender B is offering the best deal, even though their lender fees are 
$918.95, the only way I can lock your loan with Lender B is if I am willing to pay the extra 
$393.95 out of my pocket.  That’s not going to happen. 
 
The rules do not consider changing lenders a “changed circumstance” (we’ll get to what that 
means later), so a revised GFE cannot be issued, and the lender fees originally quoted have to be 
honored.  As a result every GFE I send out is quoted with the highest fees for every service.  The 
fees on the HUD can be lower by an unlimited amount at closing, but Our Origination Charge 
(Line 1), which includes my fee and the lender’s fee, cannot increase at all. 
  
The lender fees I quote on the IFW I send you prior to locking will be correct (and I won’t lock 
until consulting you if they are going to change), but once I issue a GFE I am not allowed to 



issue a revised one, so please don’t ask.  Remember, the fees at closing can be lower than what 
the GFE says, so the fact the GFE says numbers higher than the IFW is not a problem, and 
means nothing. 
 
Even if the amount on Line 1 were accurate, which may or may not be the case depending on 
which lender we wind up using, that is not the amount you are paying.  To determine that you 
must add or subtract Line 2, the credit or charge for the specific interest rate chosen.  That 
number can and does change dramatically every time we have a price change, and I have seen 3 
price changes within 30 minutes when the markets are volatile.  How many times and how much 
do you suppose pricing changes over a 10-day period? 
 
If you are comparing a GFE from today with one from 10 days ago and deciding on which lender 
to choose based on that, allow me to suggest an alternative method that will probably be as 
successful in selecting the best lender, and a whole lot quicker and easier.  Take your phone 
book, open it to the mortgages section, hang it on the wall, throw a dart, and call the lender the 
dart lands on. 
 
The correct way to shop for a mortgage is to pick the interest rate you are interested in (it is very 
difficult to compare quotes for different interest rates unless you are a math whiz, and even then 
it is still pretty complicated), call the lenders you are interested in, and ask them what the HUD 
Section 800 Fees (thankfully they didn’t change that) would be for that interest rate.  Then select 
the lender with the lowest fees for your desired rate. The Custom Rate Quote function on my 
website does this, so you don’t even need to call me to get my quote. 
 
Nowhere on the new GFE does it give you this critical number, so even if the numbers on the 
new GFE were accurate, instead of inflated, the form would be worthless for shopping.  Instead, 
there is a new “Shopping Cart” section at the end of the form.  The total listed there includes all 
your closing costs plus your prepaids (insurance and taxes) most of which have absolutely 
nothing to do with your lender and will in fact be the same regardless of which lender you 
choose, although they are almost certainly going to be estimated differently leading to confusion, 
and selection of the wrong lender. 
 
Another change is now lenders are held responsible for many fees over which they have no 
control and no way of knowing what the fees will actually be at closing.  All the fees on Lines 3-
8 combined cannot increase by more than 10% at closing.  These include fees like title insurance, 
recording fees, appraisals, surveys, etc. 
 
To help demonstrate the problem I have attached a copy of the original GFE (relabeled Initial 
Fees Worksheet), the new GFE, and the Settlement Statement for an actual loan I closed 
recently.  I’ve whited out the borrower’s information since it isn’t relevant. 
 
The first thing you will notice is that the Adjusted Origination Charge on the new GFE is 
$280.45 when in fact it should be -$93.00 (IFW Line 814 – Line 813).  This is because on the 
GFE I am assuming we are going to use the lender with the highest fees, but actually locked with 
a lender that has lower fees. 
 
Next, you will notice that the fees on Line 3 of the GFE are dramatically higher than either the 
IFW or HUD.  Again, on the GFE I assumed worst case.  Some of these fees vary depending on 



lender, and I have disclosed the highest lender’s fee for each.  This combination of fees isn’t 
actually correct for any single lender. 
 
You will also notice a fee for a Survey, however, that fee appears on neither the IFW nor HUD.  
That is because the plan was to use an existing survey, and ultimately we did.  However, there 
are circumstances where using the existing survey is not possible, and in that case a new survey 
has to be purchased, and if I don’t allow for it, then I get to pay for it.   
 
The title fees look a little steep on the GFE compared to the IFW too.  The fees on the IFW are 
what I normally see in TX, but there are cases where they wind up being higher.  In this case the 
title company used was more expensive then normal, and the borrower had an attorney that 
requested some additional title policy endorsements that added several hundred dollars to the 
cost.  
 
Line 5 shows Owner’s Title Insurance.  In TX this is nearly always paid for by the seller (unless 
you are buying from a builder), but the rules say we have to show it as a cost to you regardless of 
what your purchase contract says.  That makes no sense now does it?  You will also notice that 
the $1,500.00 seller contribution towards the buyer’s closing costs isn’t on the GFE, but is on the 
IFW and HUD (Lines 1001 and 1004).  Again, the rules don’t allow it to be shown.  Not 
convinced yet that the new GFE is completely worthless?  Keep going, I’ve got more. 
 
I have inflated all these fees on the GFE because if they increase by more than 10% on the HUD, 
I have to pay the difference.  On the loan in the example below even though the borrower 
actually came to closing with a little over $500 less than what I originally estimated, the 10% 
tolerance fees were more than 10% higher than what is shown on my IFW, so if I didn’t pad 
them on the GFE I would have had to pay $290.71 out of my pocket to close this loan. 
 
Alternatively, I could have cited a “changed circumstance” (the borrower’s attorney requesting 
additional title endorsements is an allowable changed circumstance under the rules), and had the 
lender issue a revised GFE, but when that happens your loan cannot close for 10 more days 
(excluding Sundays and Holidays).  It doesn’t matter that you have to be out of your old 
house/apartment, have movers scheduled to pick up your belongings, and the utilities scheduled 
to be changed over into your name.  You will not be closing for 10 more days.   
 
Oh, and by the way your rate lock will expire in the meantime.  The cost to extend it is an 
additional $1,000.00 (example, actual number could be higher or lower), which we will helpfully 
add to your revised GFE.  There is a conversation I don’t look forward to having, and neither 
should you.  Now do you understand why all the numbers are padded, and the GFE should be 
ignored?  The name of the game with the new GFE is to over-disclose the fees significantly, 
because if you try to be accurate and are low even because of unforeseen circumstances there is 
no good way to fix the problem.  
 
This is yet another example of something that sounds nice in theory, but is a disaster in reality.  
Only a government agency could think that taking what was a one-page form and expanding it to 
three pages would make it simpler and easier to understand, and forcing us to guarantee numbers 
we have no control over wouldn’t result in the estimates being padded significantly. 
 
Please let me know if you have any questions. 














