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This broadcast announces revisions to Form 7.21 effective for all closings on or after April 10, 2006.  Since implementing the original Form 7.21, we sampled some 100 transactions that closed between January 2005 and December 2005.  The intent was to determine if the escrow agent working with the PAE captured and correctly documented all closing escrows funds on both the Form 7.21 and settlement statement and that these documents reconciled with the closing escrow instructions, Exhibit F Sources and Uses and the actual funds received by HUD.   

We were pleased to see that the settlement statements and 7.21 accurately represented the flow of funds through the closing escrow in most instances.  The sampling showed there was some confusion with interpretation of the information requested on the Form 7.21 and settlement statement.   There were also patterns of missing or incomplete information, e.g., when there were accounts payables at closing, an itemized list was often not attached to the settlement statement;  or the Form 7.21 did not address how the existing escrows will be used as a source of funds (i.e., netted, POC or wired to escrow agent).   In some instances the settlement statement was not reconciled with the Form 7.21 (by the PAE) before submitting to HQ Closing/Post Closing.   

In the revised Form 7.21 (attached) some requirements have been made more specific and others were eliminated where redundant.  The input fields have been streamlined, which will enable the PAE and/or escrow agent to more easily complete the Form and reconcile it with the settlement statement, closing escrow instructions and Exhibit F Sources and Uses.

The PAE must assure that the revised Form 7.21 is used with transactions closing on or after April 10, 2006.   This revised Form 7.21 is posted online in the OPG Chapter 7 Forms at http://www.hud.gov/offices/hsg/omhar/readingrm/opglinks.cfm.

   

Summary of Significant changes to Form 7.21:

1. Both the PAE and Closing Escrow representative must acknowledge by certifying and signing the Form 7.21.
2. Account Payables - PAE/EA is required to attach itemized list of payees (if applicable).       

3. Fund Sources has a field that reflects the aggregate of each fund source and then breakout of how each source was derived.

4. Fund Uses also has a field that reflects the aggregate of each fund use and then breaks out how each use was derived.

5. Existing and new escrows are documented and have specific fields for possible disbursement scenarios, i.e., netted, POC, sent to or funded by closing escrow.

If you have questions please contact Tanya Hawkins at H.Tanya_Hawkins@hud.gov or 202-402-8379 for assistance. 
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