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35 The term ‘‘Economic Analysis’’ will often be 
used to refer to both the Regulatory Flexibility 
Analysis as well as the Regulatory Impact Analysis. 

‘‘II. Example Illustrating Single-Item 
Analysis (Existing Accounts)’’. 

17. Appendix MS–1 to part 3500 is 
revised to read as follows: 

APPENDIX MS–1 TO PART 3500 

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

SERVICING DISCLOSURE STATEMENT 

NOTICE TO FIRST LIEN MORTGAGE LOAN 
APPLICANTS: THE RIGHT TO COLLECT 
YOUR MORTGAGE LOAN PAYMENTS 
MAY BE TRANSFERRED 

You are applying for a mortgage loan 
covered by the Real Estate Settlement 
Procedures Act (RESPA) (12 U.S.C. 2601 et 
seq.). RESPA gives you certain rights under 
Federal law. This statement describes 
whether the servicing for this loan may be 
transferred to a different loan servicer. 
‘‘Servicing’’ refers to collecting your 
principal, interest, and escrow payments, if 
any. You will be given advance notice before 
a transfer occurs. 

Servicing Transfer Information 

[We may assign, sell, or transfer the 
servicing of your loan while the loan is 
outstanding.] 

[or] 
[We do not service mortgage loans of the 

type for which you applied. We intend to 
assign, sell, or transfer the servicing of your 
mortgage loan before the first payment is 
due.] 

[or] 
[The loan for which you have applied will 

be serviced at this financial institution and 
we do not intend to sell, transfer, or assign 
the servicing of the loan.] 

[INSTRUCTIONS TO PREPARER: Insert 
the date and select the appropriate language 
under ‘‘Servicing Transfer Information.’’ The 
model format may be annotated with further 
information that clarifies or enhances the 
model language.] 

Dated: February 8, 2008. 
Brian D. Montgomery, 
Assistant Secretary for Housing—Federal 
Housing Commissioner. 

Note: The following appendix will not 
appear in the Code of Federal Regulations. 

Appendix to FR–5180 Proposed Rule on 
Regulatory Flexibility Analysis 

The following Regulatory Flexibility 
Analysis is Chapter 6 of the rule’s Economic 
Analysis, which is available for public 
inspection and available online at 
www.hud.gov/respa. 

Appendix I. Introduction to the Rule’s 
Benefits and Impacts on Small Businesses 

This appendix is the Initial Regulatory 
Flexibility Analysis (IRFA) of the proposed 
rule as described under Section 604 of the 
Regulatory Flexibility Act. The requirements 
of the IRFA are listed below along with 
references to where the requirements are 
covered in the IRFA and where more detailed 
discussion can be found in other chapters of 
the Regulatory Impact Analysis (RIA). 

(1) A description of the reasons why action 
by the agency is being considered can be 
found in Section III of this appendix, in 
Section II of Chapter 1 of the Regulatory 
Impact Analysis (RIA), and in greater detail 
in the first sections of Chapters 3 and 4 of 
the RIA. 

(2) A succinct statement of the objectives 
of, and legal basis for, the proposed rule is 
provided in Section III of this appendix. This 
is also discussed in Section II of Chapter 1 
of the Regulatory Impact Analysis and in 
greater detail in the first sections of Chapters 
3 and 4 of the RIA. 

(3) A description and an estimate of the 
number of small entities to which the rule 
will apply or an explanation of why no such 
estimate is available. Section V of this 
Appendix provides data on small businesses 
that may be affected by the rule. As 
explained in Section V, Chapter 5 of the 
Regulatory Impact Analysis also provides 
extensive documentation of the 
characteristics of the industries directly 
affected by the rule, including various 
estimates of the numbers of small entities, 
reasons why various data elements are not 
reliable or unavailable, and descriptions of 
methodologies used to estimate (if possible) 
necessary data elements that were not readily 
available. The industries discussed in 
Chapter 5 of the RIA included the following 
(with section reference): mortgage brokers 
(Section II); lenders including commercial 
banks, thrifts, mortgage banks, credit unions 
(Section III); settlement and title services 
including direct title insurance carriers, title 
agents, escrow firms, and lawyers (Section 
IV); and other third-party settlement 
providers including appraisers, surveyors, 
pest inspectors, and credit bureaus (Section 
V); and real estate agents (Section VI). As 
explained in Section V of this chapter, 
Appendix A includes estimates of revenue 
impacts for the new Good Faith Estimate 
(GFE). 

(4) A description of the projected reporting, 
record keeping, and other compliance 
requirements of the rule, including an 
estimate of the classes of small entities that 
will be subject to the requirement and the 
types of professional skills necessary for 
preparation of the report or record. 
Compliance requirements and costs are 
discussed in Sections VII through IX of this 
appendix. In no case are any professional 
skills required for reporting, record keeping, 
and other compliance requirements of this 
rule that are not otherwise required in the 
ordinary course of business of firms affected 
by the rule. As noted above, Chapter 5 of the 
RIA includes estimates of the small entities 
that may be affected by the rule. 

(5) An identification, to the extent 
practicable, of all relevant Federal rules 
which may duplicate, overlap or conflict with 
the proposed rule. The proposed rule 
provisions for describing loan terms in the 
new GFE and the HUD–1 closing script are 
somewhat duplicative of the Truth in 
Lending Act (TILA) regulations; however the 
differences in approach between the TILA 
regulations and HUD’s proposed RESPA rule 
make the duplication less than complete. 
Overlaps are discussed further in this 
chapter. 

In addition, this appendix contains (c) a 
description of any significant alternatives to 
the proposed rule which accomplish the 
stated objectives of applicable statutes and 
which minimize any significant impact of the 
proposed rule on small entities. The IRFA 
also describes comments dealing with 
compliance and regulatory burden in the 
2002 proposed rule. Some of the comments 
were on provisions of the 2002 proposed rule 
that have been dropped. Other comments 
were on impacts that the Department believes 
will be small or non-existent. Some of the 
compliance and regulatory burden comments 
concerned costs that are only felt during the 
start-up period and are one-time costs. These 
are discussed in Section VII.B of the 
Appendix, while comments on recurring 
costs of implementing the new GFE form are 
addressed in Section VII.C. Section VII.D pf 
the Appendix discusses GFE-related changes 
in the proposed rule that reduce regulatory 
burden. Section VII.E discusses compliance 
issues related to GFE tolerances on 
settlement party costs, while Section VII.F 
discusses efficiencies associated with the 
new GFE. 

Before proceeding further, Section II 
provides a brief summary of the main 
findings from the Regulatory Impact Analysis 
that relate to the proposed rule. The 
summary is provided for those readers who 
do not have ready access to the other 
chapters of the Regulatory Impact Analysis. 
Some readers may want more details on the 
anticipated competitive and market effects of 
the new GFE on small businesses. These are 
discussed in Chapter 3 of the RIA in Sections 
VIII.A (mortgage brokers), VIII.B (lenders), 
VIII.C (title and settlement third-party firms), 
and VIII.D (other third-party firms). 

Appendix II. Summary of the Regulatory 
Impact Analysis 

This summary follows the same outline as 
the Executive Summary of the RIA: beginning 
with an overview of the proposed rule; a 
discussion of the problems with the mortgage 
shopping process and the current GFE; 
followed by a description of the main 
components of the changes to the GFE; and 
a review of the anticipated benefits and 
market effects of the proposed rule. 

Appendix III. Overview of Proposed Rule 

HUD has issued a proposed rule under the 
Real Estate Settlement Procedures Act 
(RESPA) to simplify and improve the process 
of obtaining home mortgages and to reduce 
settlement costs for consumers. This 
Regulatory Impact Analysis and Regulatory 
Flexibility Analysis examine the economic 
effects of that rule.35 As this Regulatory 
Impact Analysis demonstrates, the proposed 
rule is expected to improve consumer 
shopping for mortgages and to reduce the 
costs of closing a mortgage transaction for the 
consumer. Consumer savings were estimated 
under a variety of scenarios about originator 
and settlement costs. In the base case, the 
estimated price reduction to borrowers comes 
to $8.35 billion or $668 per loan. This 
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