
You are a closingentity and thetransactionis structured asfollows: Thebuyerhas
contractedwith sellerto purchaseLot 12 of Dismal Estates.After thecontract hasbeen
executed,it becomesapparent to thebuyerthat theywill not haveenoughfundsto payall
of theclosingcosts,andthepartiesagreeto anaddendumthatprovidesthattherewill be
a “gross-up” of thesalesprice by 3% on theHUD. Additionally, the3% will beshownas
a debiton theseller’s sideof theHUD as“seller’s paymentof closingcosts.” You have
neverbeenaskedto do this,but therealtor advisesthat“we do it all thetime, andit is
perfectly OK becauseeverything is disclosedon theHUD, thereareno hiddencosts,the
seller is paying3% to cover closing costs,and escrowchecks are all cut accordingly.”
Althoughthis soundsreasonable, you decideto call your friendly Fidelity counseland
askif this is permissible.Whatis theanswer?


