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One reason many potential homebuy-
ers find mortgages to be intimi-
dating is that lenders send them 

lengthy, complex “disclosure” forms that are 
confusing and hard to understand. This can 
make it more difficult to figure out exactly 
what you’re getting into, and whether one 
mortgage product is really better than 
another.

Now, the federal government is issuing 
new, simplified forms to make shopping for a 
mortgage easier.

The new forms will make it much less 
complicated to understand your costs and 
obligations, and to engage in comparison 
shopping.

In the past, mortgage applicants received 
two separate forms after applying for a loan 
– an early Truth in Lending Statement and 
a Good Faith Estimate. At closing, they got 
two more forms – a final Truth in Lending 

Statement and a HUD-1 Settlement 
Statement. 

These forms were administered by 
two different federal agencies with 
different regulations, and they were 
often confusing and contained 
overlapping information. Buyers 
who got the settlement statement 
at closing sometimes didn’t fully 
understand it, but were reluctant 
to ask questions or challenge 
anything at the last moment 
with everyone already at the 
table.

Starting next August, 
though, the rules will 
change. Buyers who apply 
for a loan will get a single 
form, called a Loan Esti-
mate. This form will clearly lay out 
the terms of the loan, and make it 
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U.S. issues new, easier forms 
to help mortgage shoppers

Many people wonder 
about how alimony and child 
support payments are treated 
when they’re applying for a 
mortgage.

Generally, if you’re legally 
obligated to pay alimony or 
child support, you have to 
tell the lender, and the lender 
will treat these as debts that 
reduce your available income.

So it would seem logical 
that if you’re receiving ali-
mony or child support, these 
should be considered credits 
that increase your available 
income. However, it doesn’t 

always work that way.
Many lenders will treat alimony and child support as 

income, but they all have their own rules, and it varies 
from lender to lender. 

For instance, if you apply for an FHA loan, you 
must prove that any divorce payments you receive are 
required by law (as opposed to informal, voluntary sup-
port payments). You must also show that you’ve actually 
received the payments on time for six months prior to 
the loan, and that your ex is obligated to continue paying 
for at least three years after the loan.

If the divorce payments amount to more than 30% 
of your income, you must prove that you’ve actually 
received the payments on time for a full year prior to the 
loan.

Again, other lenders have other rules, so it’s good to 
do your homework.

Divorce payments might count when applying for a mortgage

A sample of the new, much 
simpler Loan Estimate form.
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easy to compare the features of one loan to another.
The two closing forms will be replaced by a single 

form called a Closing Disclosure, which will provide 
a clear accounting of the transaction.

Further, the Closing Disclosure must be given 
to a buyer at least three business days before the 
actual closing. This will give buyers time to look it 
over and ask any questions, without feeling rushed 
or intimidated.

The new forms will be available in both English 
and Spanish.

The U.S. Consumer Financial Protection Bureau, 
which created the new forms, tested them with 
consumers and found that they improved buyers’ 

ability to compare different loans by as much as 42 
percent.
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Flood insurance rates could see a huge increase
Most homeowner’s insurance policies don’t protect 

owners against flooding. For this reason, many people in 
flood-prone areas obtain insurance through the federal 
government’s flood insurance program.

But thanks to a new law, flood insurance rates are set to 
go up, and in some cases they will see a dramatic increase.

Here’s why: In the past, many people who obtained flood 
insurance received lower rates due to government subsidies. 
In effect, they were “grandfathered” at older rates that didn’t 
reflect the true risk of flood damage to the property.

Back in 1968, the government adopted new minimum 
construction standards designed to minimize flood dam-
age. But many pre-1968 buildings that didn’t meet the new 
standards were allowed to be “grandfathered” and pay lower 
rates as though they met the new requirements.

Also, since 1968 the national flood maps have been re-
drawn a number of times, resulting in many properties now 
being listed as being in a flood zone that weren’t previously 
in such a zone. However, these properties were often also 
“grandfathered” and allowed to pay their old, non-flood-
zone rates.

The problem is that, with so many people paying lower 
rates, the government’s flood insurance program wasn’t able 
to stay solvent. After the devastation of Hurricane Sandy, 
the program was almost $25 billion in debt and had to bor-
row money from the U.S. Treasury.

So Congress passed a law doing away with most of the 

subsidized rates, and generally requiring property owners 
to pay insurance premiums based on the property’s true 
risk of flooding. That will mean rate hikes, sometimes very 
substantial ones, for many property owners. In some cases, 
premiums could increase as much as tenfold.

Subsidies will be eliminated first for businesses, vacation 
homes, and primary homes that have flooded repeatedly in 
the past. Other homes might continue to be subsidized until 
new flood maps are drawn or until the property is sold.

For properties with very large premium increases, the 
increase might be phased in over 
several years.

What it means: If you’re buying 
a property where there’s any risk of 
flooding, you’ll want to investigate 
the latest insurance premiums (and 
expected future changes) so you’ll 
know exactly what you’re getting 
into. Keep in mind that many proper-
ties that aren’t on the waterfront can 
still be well within a flood zone.

If you’re a homeowner, you might want to consider 
updating the property. In some cases, improvements as 
simple as adding vents to help channel water in case of a 
flood can significantly reduce your premiums. You might 
also consider keeping premiums lower by increasing your 
deductible.

Condos’ attempts to limit unit rentals can create issues
Many condominium associations want to limit the own-

ers’ ability to rent their unit to tenants. But doing so is often 
more complicated than it sounds.

There are lots of reasons why condo associations might 
want to restrict rentals. For instance, tenants generally aren’t 
as careful as owners to take care of the property and respect 
other residents’ right to peace and quiet. Owner-landlords 
who don’t live in the property might be less willing to help 
financially with needed improvements. And a high percent-
age of renters might make it more difficult for owners to sell 
their units, in particular by making it harder for potential 
buyers to qualify for certain types of home loans.

The advent of multiple short-term rentals through 
websites such as Airbnb.com also raises the prospect of a 
continuous revolving door of tenants, which could attract 
partying, disorder and crime.

There are a number of approaches that can be taken to 
restricting rentals, including:

• Banning rentals altogether;
• Setting a maximum number of units that can be rented 

at one time;
• Requiring a minimum duration for leases;
• Requiring owners to live in a unit for a year before 

leasing it;

• Requiring prior trustee approval of any lease, and/or 
requiring certain language to appear in any lease; and

• Requiring trustee approval of the tenants.
It can be a good idea for the condo to allow the trustees 

to make exceptions in the case of a hardship, such as an 
owner who becomes unemployed, suffers an injury or ill-
ness, or has a job transfer to another part of the country.

The toughest question arises when a tenant misbehaves, 
and disturbs other owners or engages in drug use or other 
illegal activity. What can the association do? Fining the 
owner might or might not solve the problem if the owner 
isn’t willing to break the lease, or if the owner disagrees 
about the extent of the problem.

In some cases it might be possible for the association 
itself to bring eviction proceedings. But that’s not always 
clear. In addition, tenants can often defend themselves 
against eviction by making claims for breaches or 
misconduct by the landlord – and how will the associa-
tion respond to that in court if the landlord is absent or 
uncooperative?

The bottom line is that rental restrictions are complicat-
ed, and it’s good to work with a real estate attorney to come 
up with a solution that meets everyone’s needs as well as 
the legal requirements.

Does ‘staging’ a home really make it sell faster?
Many people spend a lot of money “staging” a home with 

nice furnishings and accessories in the belief that it will 
help sell the house. But there’s never been a 
scientific study to test this hypothesis … until 
now. 

Recently, Professor Michael Seiler and re-
searchers at the College of William and Mary 
in Virginia walked 820 homebuyers through 
six “virtual” homes on high-quality rendering 
software. The homes were identical, except 
that some had neutral beige walls and others 
had unattractive purple walls, while some 
had “ugly” furniture, some had attractive 
furniture and some had no furniture.

The result? When asked how much they 
would pay for the home, each group gave the 
same average price – roughly $204,000. The 
staging made no difference to them.

On the other hand, when asked how much they thought 
other people would pay for the home, the group thought the 
house with purple walls would sell for 3.7 percent less, and 
the house with ugly furniture would sell for 4 percent less.

It’s unclear what these results mean. One way of inter-
preting the data is that when people are asked to assess 
the value of a random house they haven’t chosen to look at 
themselves, they approach it objectively (in terms of square 
footage, number of bedrooms, etc.) and aren’t swayed by 
the décor. But when they imagine other people who might 
actually want to purchase the house, they believe that image 
matters.

In any event, the sale price is only part of the equation. 
Even if staging had no effect on the ultimate sale price 
(which isn’t clear), staging would still be valuable if it made 
potential buyers more interested in making an offer in 
the first place, by enabling them to better imagine what it 
would be like to actually live in the property.
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The two closing forms will be replaced by a single 

form called a Closing Disclosure, which will provide 
a clear accounting of the transaction.

Further, the Closing Disclosure must be given 
to a buyer at least three business days before the 
actual closing. This will give buyers time to look it 
over and ask any questions, without feeling rushed 
or intimidated.

The new forms will be available in both English 
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