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Understanding the intricacies of real estate transactions is crucial for both buyers and sellers. One
of the most important regulations governing these transactions in the United States is the Real
Estate Settlement Procedures Act (RESPA). Enacted in 1974, RESPA aims to protect consumers by
ensuring transparency and preventing kickbacks or referral fees that could inflate closing costs. A
fundamental aspect of RESPA is determining what costs are permissible to charge at closing and
what charges are prohibited. This article explores the specific charges that, according to RESPA, a
buyer or seller cannot be legally billed for at closing, providing clarity for all parties involved in real
estate transactions.

Understanding RESPA: An Overview

What Is RESPA?

RESPA, or the Real Estate Settlement Procedures Act, is a federal law designed to:

- Promote transparency in real estate settlement processes.

- Prevent kickbacks, referral fees, and unearned fees that can increase settlement costs.
- Provide consumers with disclosures regarding their settlement costs.

- Ensure buyers and sellers understand the costs involved in closing on a property.

Key Provisions of RESPA

Some of the critical provisions include:

- The requirement for lenders to disclose settlement costs through the Good Faith Estimate (GFE)
and the HUD-1 Settlement Statement.

- Restrictions on kickbacks and fee splitting.

- The prohibition of certain types of charges at closing, especially those that are not legally
permissible or are undisclosed.



Charges That Cannot Be Legally Imposed on Buyers or
Sellers at Closing According to RESPA

1. Kickbacks and Referral Fees

One of the core principles of RESPA is the prohibition of kickbacks and unearned fees. These are
payments made in exchange for referrals or other business arrangements that do not involve actual
services.

Key Points:

- Neither buyers nor sellers can be charged for kickbacks or referral fees.

- For example, a fee paid to a real estate agent or settlement service provider in exchange for
referring clients, unless the fee is for actual services rendered, is prohibited.

- Violations can lead to significant penalties, including fines and imprisonment.

2. Unnecessary or Unrelated Charges

RESPA mandates that all charges must be for actual, legitimate services related to the settlement
process.

Charges that are prohibited include:

- Fees for services not performed or not necessary.

- Excessive or inflated costs for services.

- Charges for services that are not disclosed upfront.

Examples:
- Charging a buyer for a service that was not performed or was optional.
- Imposing a fee on the seller for a service that benefits only the buyer.

3. Charges for Services Not Performed or Not Allowed by Law

Certain services are prohibited from being billed at closing unless they are actually performed and
properly disclosed.

Examples include:
- Duplicate charges for the same service.
- Fees for services that are illegal or not authorized by law.

4. Fees for Settlement Services Without Proper Disclosure
RESPA requires that all settlement service charges be disclosed on the settlement statement.
Key points:

- Charges not disclosed or not properly itemized are illegal.
- Hidden or undisclosed fees violate RESPA provisions.



5. Excessive or Inflated Charges

Overcharging for settlement services is prohibited under RESPA.

Implications:
- Charges must be within a reasonable range based on the service provided.
- Inflated fees can be challenged and may result in penalties.

Charges That Are Allowed and Disclosed Under RESPA

While certain charges are prohibited, others are permitted provided they are properly disclosed and
are for legitimate services.

1. Loan Origination Fees

Fees charged by lenders for processing a loan application are permissible if disclosed.

2. Appraisal and Inspection Fees

Charges for property appraisal and inspections are allowed when appropriately disclosed.

3. Title Search and Insurance

Costs related to title searches and title insurance are standard and acceptable with proper
disclosure.

4. Notary and Document Preparation Fees

Charges for notary services and document preparation are permissible if they are actual costs and
disclosed.

Key Takeaways: What Cannot Be Charged According to
RESPA

To summarize, the charges that a buyer or seller cannot be legally billed for at closing according to
RESPA include:

- Kickbacks and referral fees for services not performed.



- Unnecessary or unrelated charges that do not pertain to settlement services.
- Charges for services not performed or not legally authorized.

- Undisclosed or hidden fees that violate transparency requirements.

- Inflated or excessive fees for legitimate services.

Common Examples of Prohibited Charges in Practice

Understanding real-world scenarios can help clarify what RESPA prohibits:

- Fake or inflated fees for title insurance when no actual service was provided.

- Referral fees paid to agents or brokers without providing a corresponding service.

- Charges for "processing" or "administrative" fees that are simply a way to inflate costs.
- "Kickback" payments to settlement service providers for referring clients.

Legal Consequences of Violating RESPA

Violations of RESPA can result in serious legal repercussions, including:
- Civil penalties up to $10,000 per violation.

- Criminal penalties, including fines and imprisonment.

- Civil lawsuits from affected consumers.

- Reputational damage to involved entities.

It is vital for all parties involved in a real estate transaction to understand and comply with RESPA
regulations to avoid these consequences.

Conclusion: Ensuring Compliance and Transparency in
Real Estate Closings

In conclusion, according to RESPA, a buyer or seller cannot be legally charged at closing for
kickbacks, referral fees, unnecessary or undisclosed services, or inflated charges. The law
emphasizes transparency and fairness, requiring that all settlement costs be properly disclosed and
rooted in actual, legitimate services. By understanding these regulations and scrutinizing settlement
statements carefully, consumers can protect themselves from unexpected costs and ensure a
smooth, compliant real estate transaction.

Remember:



- Always review the HUD-1 Settlement Statement or the Closing Disclosure carefully.
- Ask questions about any charges that seem suspicious or unexplained.
- Work with reputable, licensed professionals who adhere to RESPA guidelines.

By staying informed and vigilant, buyers and sellers can navigate the closing process confidently,
ensuring compliance with RESPA and safeguarding their financial interests.

Frequently Asked Questions

According to RESPA, can a buyer or seller be charged for a
real estate settlement service that they did not agree to?

No, RESPA prohibits charging buyers or sellers for settlement services they did not agree to or
authorize.

Under RESPA, is it legal to charge a buyer or seller for
services that are not disclosed in the Good Faith Estimate or
HUD-1 Settlement Statement?

No, RESPA requires that all charges be properly disclosed, and illegal charges cannot be imposed at
closing.

Can a seller or buyer be charged for a service that is not
considered a permissible settlement service under RESPA?

No, charges for services that are not permissible settlement services under RESPA are illegal at
closing.

According to RESPA, are kickbacks or referral fees for
settlement services that are not disclosed allowed at closing?

No, RESPA prohibits kickbacks and unearned referral fees for settlement services that are not
properly disclosed.

Is it legal under RESPA for a buyer or seller to be charged for
a service that was not performed or was optional?

No, charges for unperformed or optional services that were not agreed upon are not permitted
under RESPA.

According to RESPA, can a buyer or seller be charged for an
attorney's fee or title insurance at closing if not disclosed



beforehand?

No, such charges must be properly disclosed beforehand; charging without disclosure is illegal
under RESPA.

Are charges for optional services, like pest inspections or
survey fees, permissible under RESPA if not disclosed?

No, charges for optional services must be disclosed and agreed upon; unapproved charges are
illegal.

Can a buyer or seller be charged for a service at closing that
was paid for by the other party under RESPA?

No, RESPA prohibits double-charging or charging for services paid for by another party unless
properly disclosed and authorized.

According to RESPA, are certain fees, such as appraisal fees or
credit report charges, prohibited from being charged at
closing?

No, fees like appraisal or credit reports are permissible if properly disclosed; charging for
unapproved services is illegal.

Additional Resources

According To RESPA, A Buyer Or Seller Cannot Legally Be Charged At Closing For Which Of The
Following: A Comprehensive Guide

When navigating the complex world of real estate transactions, understanding the legal boundaries
and regulations that govern closing costs is essential for both buyers and sellers. The Real Estate
Settlement Procedures Act (RESPA) plays a pivotal role in ensuring transparency and fairness
during the closing process. One of the key provisions of RESPA is that a buyer or seller cannot
legally be charged at closing for certain fees or costs, which helps prevent unfair practices and
hidden charges. In this guide, we will explore the details of what RESPA prohibits from being
charged at closing, the rationale behind these regulations, and practical examples to clarify common
misconceptions.

Understanding RESPA: An Overview

Before diving into specific charges that are prohibited, it’s important to grasp what RESPA is and
why it was enacted.



What is RESPA?

The Real Estate Settlement Procedures Act (RESPA) was enacted in 1974 by the U.S. Congress to
protect consumers by requiring transparency in the settlement process. It aims to eliminate
kickbacks, referral fees, and other practices that can inflate closing costs, providing consumers with
clear information about settlement costs and prohibiting certain unethical practices.

Key Objectives of RESPA:

- Ensure that consumers are provided with timely and accurate disclosures of all costs associated
with settlement services.

- Prohibit kickbacks and referral fees that can inflate costs.

- Promote competition and fair practices in the real estate settlement process.

- Provide consumers with a clear understanding of the costs involved in purchasing or refinancing
real estate.

What Charges Are Prohibited Under RESPA?

RESPA specifies certain fees that cannot be charged to either buyers or sellers at closing because
they are considered illegal or unethical. These prohibitions are designed to prevent hidden or
inflated costs that could unfairly burden consumers.

Common Charges That Cannot Be Legally Imposed at Closing Under RESPA Include:

- Kickbacks or unearned referral fees among settlement service providers.

- Charges for settlement services not actually performed or not disclosed upfront.

- Fees for services that are not necessary or are inflated.

- Charges for services that are not authorized or disclosed in the Good Faith Estimate (GFE) or the
HUD-1 Settlement Statement.

Specific Charges Buyers and Sellers Cannot Be Legally
Charged For Under RESPA

To clarify, below are specific types of charges that RESPA explicitly prohibits from being levied at
closing:

1. Kickbacks and Referral Fees

Definition and Explanation:

Kickbacks are secret payments or incentives exchanged to refer business from one service provider
to another. Under RESPA, such payments are illegal if they are intended to influence the selection of
settlement service providers.



Why Are They Prohibited?
Kickbacks inflate costs artificially and can lead to unnecessary or overpriced services, ultimately
harming consumers financially.

Examples of Illegal Charges Related to Kickbacks:

- A lender receiving a fee for referring a borrower to a particular title company, with the fee passing
directly to the lender.

- A real estate agent receiving a commission for referring clients to a specific home inspector, pest
inspector, or appraiser.

Key Point:
Consumers should not be charged extra fees at closing for services they did not explicitly agree to or
that result from illegal kickbacks.

2. Charges for Unrequested or Unnecessary Services

What Does This Mean?
Any fee charged for a service that was not requested, not performed, or not necessary is prohibited.
This ensures that consumers are not paying for add-on services they did not authorize.

Examples Include:
- Paying for an inspection or report that was never performed.
- Fees for optional services that the buyer or seller did not agree to or authorize.

3. Charges for Services Not Disclosed in the Good Faith
Estimate or HUD-1 Settlement Statement

Why Is Disclosure Important?

RESPA requires that all anticipated settlement costs be disclosed upfront in the GFE and the HUD-1
Settlement Statement. Any charges that do not appear on these documents are generally prohibited
at closing.

Implication:
If a seller or buyer is charged for a service not listed or disclosed beforehand, such a charge is likely
illegal under RESPA.

4., Excessive or Inflated Fees for Settlement Services

What Does This Entail?
Charges that are significantly higher than the customary or reasonable fee for a given service are
considered illegal or unethical. RESPA aims to prevent price gouging or inflated costs.

Examples:
- An excessively high fee for title insurance.
- Overpriced appraisals or inspections.



Best Practice:
Consumers should compare fees with industry standards and seek clarity if charges seem inflated.

5. Charges for Duplicate or Double Billing

What Is Double Billing?
Billing for the same service twice or charging multiple fees for the same item or service is
prohibited. RESPA seeks to eliminate such duplications that can mislead consumers.

What Is Not Prohibited by RESPA?

While RESPA strictly prohibits certain charges, it also clarifies what fees are permissible:

- Lender fees for credit reports, appraisals, or inspections that are disclosed upfront and actually
performed.

- Title insurance premiums charged at a reasonable rate disclosed in advance.

- Escrow and settlement fees that are transparent and justified.

- Notary fees, courier charges, and other necessary settlement costs that are properly disclosed.

Practical Examples and Clarifications

Understanding what cannot be charged at closing under RESPA can sometimes be nuanced. Here
are some common Scenarios:

Scenario 1:
A buyer is asked to pay a "referral fee" to a realtor that is not disclosed beforehand.
Legal Stance: This is illegal under RESPA as kickbacks or unearned referral fees are prohibited.

Scenario 2:

A seller receives a bill for a "closing protection letter" that was not discussed during the agreement
process.

Legal Stance: If not disclosed in the settlement documents, such charges are invalid.

Scenario 3:

A borrower is charged for a "mandatory" document review fee that was not agreed upon or disclosed
beforehand.

Legal Stance: Any undisclosed or unagreed fee is generally prohibited.



How to Protect Yourself During Closing

Since RESPA emphasizes transparency, consumers can take proactive steps to avoid illegal charges:

- Review the Good Faith Estimate (GFE):
Ensure all anticipated charges are listed and justified.

- Examine the HUD-1 Settlement Statement:
Confirm that all charges are accurate, necessary, and disclosed.

- Ask Questions:
Clarify any fees that seem unusual or excessive.

- Seek Industry Standard Rates:
Verify that fees for services like title insurance or inspections are within reasonable ranges.

- Consult a Real Estate Attorney or Professional:
If uncertain about the legality of certain charges, professional advice can prevent overpayment or
legal issues.

Conclusion

According To RESPA, a buyer or seller cannot legally be charged at closing for kickbacks,
unrequested or unnecessary services, undisclosed fees, inflated charges, or double billing. These
prohibitions serve to protect consumers from unfair, deceptive, or fraudulent practices that can
inflate costs and erode trust in the real estate settlement process. By understanding these
regulations, consumers can better navigate closing costs, question suspicious charges, and ensure
transparency throughout their real estate transactions.

Knowledge of RESPA not only empowers buyers and sellers but also promotes integrity and fairness
in the industry, fostering a more transparent and competitive marketplace for all parties involved.
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