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What to look for on the Federal Truth in Lending Disclosure Statement:

Annual Percentage
Rate:

A term used to represent 

the percentage

relationship 

of the loan finance

charge

to the amount of the

loan.

Number and Amount
of Payments:  
This is where 

you check for a "balloon

payment."  A balloon 

payment is one big

payment at the end of

the loan.  If the loan has

179 payments of

$200.00 dollars and

then 1 payment of

$50,000.00, it would

have been a balloon

payment.  All payments

should be the same or

very similar.

Prepayment Penalty:
Prepayment penalties

penalize you for making

loan payments ahead of

time.  If a prepayment

penalty is included in

your loan it should be

offset by a significant

reduction in your loan

rate or fees and the

lender should be clear

and open about its

existence.
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What to look for on the HUD Settlement Statement

Settlement Charges
These are the upfront

fees.  The amount you'll

pay before getting the

loan.  Fees are 

too high if they exceed

3% of the total loan

amount.  Fees included

are Appraisal, Loan

Origination, processing,

flood certification and

loan discount points.

See enlargement on next

page.

Disbursements to
Others:  
Who is getting paid off?

It may not be a good

deal to consolidate all of

this debt, if the new

loan is at a higher

interest rate.

Refinancing:
When refinancing your 

current mortgage do so

for a better interest rate,

better term and for a

purpose that improves

your financial situation.

Beware of flipping, the

refinancing of your

home multiple times —

it could cost you much

more over time.
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What to look for on the HUD Settlement Statement (continued)

This is an example of the Settlement Charges Section of the HUD Settlement Statement.

Broker Fee

How much is the loan broker getting paid?
Sometimes brokers are given an incentive for
putting borrowers into a more expensive loan.
NOTE:  some states have set a maximum on the
amount a broker can charge.

Credit Life Insurance

Insurance should be paid monthly, NOT in one
lump sum upfront.  Credit life insurance is not
mandatory to secure a loan.

Loan Origination Fee

A normal loan origination fee is 2% or less of the
total loan amount.  For a loan amount of
$76,500.00 the maximum loan origination fee
should not exceed $1,530.00.
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Settlement Charges

Items in Connection with Loan

Loan Origination Fee  9.7400%..........................................................................................................................7,449.58

Loan Discount....................................................................................................................................................................

Appraisal Fee..........................................................................................................................................................300.00

Processing Fee.......................................................................................................................................................370.00

Flood Certificate.......................................................................................................................................................11.00

Life Flood ...................................................................................................................................................................11.00

Credit Life Insurance..........................................................................................................................................2,982.00

Tax Service................................................................................................................................................................10.00

Broker Fee............................................................................................................................................................3,254.14


