
Section 500 – Reductions to amount due Seller 
 
I. REG X: 
 

Sec.  3500.8 Use of HUD-1 or HUD-1A settlement statements. page 68241 
 
None 
 
Link: http://www.hud.gov/offices/hsg/ramh/res/finalrule.pdf 
 

 
II. REG X Instructions – Appendix A to Part 3500-Instructions for Completing 
HUD-1 and HUD-1a Settlements; Federal Register, page 68243-44 
 

Line 501 is used if the Seller's real estate broker or other party who is not the 
settlement agent has received and holds a deposit against the sales price (earnest 
money) which exceeds the fee or commission owed to that party. If that party will 
render the excess deposit directly to the Seller, rather than through the settlement 
agent, the amount of excess deposit should be entered on Line 501 and the 
amount of the total deposit (including commissions) should be entered on Line 
201. 

Line 502 is used to record the total charges to the Seller detailed in section L and 
totaled on Line 1400. 

Line 503 is used if the Borrower is assuming or taking title subject to existing 
liens which are to be deducted from sales price 
 

Line 506 is used for deposits paid by the Borrower to the Seller or other party 
who is not the settlement agent. Enter the amount of the deposit in Line 201 on 
Line 506 unless Line 501 is used or the party who is not the settlement agent 
transfers all or part of the deposit to the settlement agent, in which case the 
settlement agent will note in parentheses on Line 507 the amount of the deposit 
that is being disbursed as proceeds and enter in the column for Line 506 the 
amount retained by the above-described party for settlement services. If the 
settlement agent holds the deposit, insert a note in Line 507 which indicates that 
the deposit is being disbursed as proceeds. 

Lines 506 through 509 may be used to list additional liens which must be paid 
off through the settlement to clear title to the property. Other Seller obligations 
should be shown on Lines 506–509, including charges that were disclosed on the 
GFE but that are actually being paid for by the Seller. These Lines may also be 
used to indicate funds to be held by the settlement agent for the payment of either 
repairs, or water, fuel, or other utility bills that cannot be prorated between the 

http://www.hud.gov/offices/hsg/ramh/res/finalrule.pdf�


parties at settlement because the amounts used by the Seller prior to settlement are 
not yet known. Subsequent disclosure of the actual amount of these post-
settlement items to be paid from settlement funds is optional. Any amounts 
entered on Lines 204–209 including Seller financing arrangements should also be 
entered on Lines 506–509. 

Lines 510 through 519 are for items which have not yet been paid, and which the 
Seller is expected to pay, but which are attributable in part to a period of time 
prior to the settlement. In jurisdictions in which taxes are paid late in the tax year, 
most cases will show the proration of taxes in these lines. Other examples include 
utilities used but  paid for by the Seller, rent paid  in advance to the Seller from a 
tenant for a period extending beyond the settlement date, and interest on loan 
assumptions. 

Link: http://edocket.access.gpo.gov/cfr_2009/aprqtr/24cfr3500AppA.htm 

 

III.HUD RESPA FAQ 

 
Q: What if at closing the seller is paying for a settlement service that was listed on 
the GFE, such as the Owner‘s title insurance policy? How is this shown on the 
HUD-1?  
A: If the seller is paying for a service that was on the GFE, such as Owner‘s title 
insurance, the charge remains in the borrower‘s column on the HUD-1. A credit 
from the seller to the borrower to offset the charge should be listed on the first 
page of the HUD-1 in Lines 204-209 and Lines 506-509 respectively.  
 
Q: If the seller has agreed to pay charges that were disclosed on the borrower‘s 
GFE, how are these charges listed on the HUD-1?  
A: The charge for any service which is disclosed on the borrower‘s GFE is listed 
in the borrower‘s column on the HUD-1. The amount charged to the borrower is 
offset by a credit in that amount in Lines 204-209 and by a charge to the seller in 
that amount in Lines 506-509 on page 1 of the HUD-1 
 
Link: http://www.hud.gov/offices/hsg/ramh/res/resparulefaqs.pdf 
 

 
IV. P&P Comment: 
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