
An Introduction to the 
Buyer’s Settlement Statement

HUD - 1 Basics
•Page one is a summary of the transaction.

•Page two itemizes transaction fees paid by you and are listed in six  
  main sections.
 Lender & loan fees (section 800)
 Pre-paid items: interest, taxes and insurances (sections 900 & 1000)
 Title and closing costs (section 1100)
 Government and additional fees (sections 1200 & 1300)

•Your fi rst mortgage payment will be due the 2nd month after the 
  loan closes. Each mortgage payment includes the prior month’s 
  interest charge.

•Property Tax bills in most Texas Counties are mailed annually, 
  usually in October.  As a buyer you will always receive a credit 
  from the seller. This credit reimburses you for the upcoming tax bill 
  you will have to pay for a period during which you did not own the 
  house.

•If your lender is paying your property insurance and tax bills, they 
  will collect a “cushion” of funds at closing, typically 1-3 months to 
  ensure complete and prompt payment when the bills become due.
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The majority of money provided to purchase the house
comes from:
• Earnest money payment
• First mortgage loan
• Second mortgage loan (if applicable)
• Tax pro-ration credit from seller to buyer to cover

upcoming tax bills
• Occasionally, additional credits to you from other

sources, typically the seller or lender

Total of the closing costs that are itemized on page 2 of the settlement statement.

The total amount of money you need to buy a home
is always greater than the actual purchase price
because you also have to pay closing costs.

Purchase price
+ Closing costs
= Total amount of money required to complete

transaction
(line 120 of settlement statement)

Finally, this is the balance needed from the
buyer to complete the purchase.
This amount is never as simple as:

Purchase Price
- Earnest Money
- Loan Amount
= Balance Due

Why?
1. Buyer needs to pay closing costs & pre-paid

items
2. Buyer always receives a credit from the seller

for upcoming tax bills

The first page of the HUD-1 settlement statement gives the buyer/
borrower a quick summary of the overall transaction.Patten Law Firm
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Page two itemizes all of the costs
associated with closing the purchase.

Government &
Additional Fees

Items pre-paid
to lender:
Interest, Taxes
& Insurances

Lender fees

Title Insurance &
Closing Fees

As a buyer, you don’t have to worry about real estate commissions.

Total Buyer
Settlement
Charges
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