
Company Name                                    
Loan Origination Module 

Table of Contents – page i 

Table of Contents 
 
Table of Contents................................................................................................... i 
Introduction - The Loan Originator ........................................................................1 

The Role of the Loan Officer................................................................................................... 1 
Section 1 - Position Description ............................................................................2 

Compensation......................................................................................................................... 3 
Base Commission Schedule................................................................................................... 3 
Overage/Gain.......................................................................................................................... 3 
Performance Incentives .......................................................................................................... 3 
Company Name’s Policy on Loan Size Price Adjustments – Tiered Pricing .......................... 3 

Section 2 - Lock-in Policy......................................................................................6 
Expired Lock-ins ..................................................................................................................... 6 
Lock-ins On Denied Loans...................................................................................................... 6 
Re-Locking Expired Lock-ins .................................................................................................. 7 
Playing the Market is Prohibited ............................................................................................. 7 
Lock-In Process ...................................................................................................................... 8 
Completing the Lock-In Agreement ........................................................................................ 9 

Section 3 - Loan Officer Initiation........................................................................10 
Basic Training ....................................................................................................................... 10 

Loan Officer Initiation ................................................................................................................ 11 
Building an Originator Business Plan ................................................................................... 12 
Preparation of an Introductory Package ............................................................................... 13 
Assembly of A Marketing and Follow-up Plan ...................................................................... 14 

Marketing Materials Policy ........................................................................................................ 16 
Section 4 – Computer Loan Origination System (LOS).......................................17 
Section 5 - The Home Buying Process ...............................................................19 

Privacy Policy ............................................................................................................................ 19 
Pre-Qualification Worksheet ................................................................................................. 20 

Pre-Qualification with Credit Review......................................................................................... 20 
See “Obtaining a Credit Report from “Loan Application Process”.Prequalification Disclosure 
Policy..................................................................................................................................... 20 
Prequalification Disclosure Policy......................................................................................... 21 
Sample Pre-Qualification Letter............................................................................................ 23 
Pre-Approval Policy .............................................................................................................. 24 
Inadvertent Pre-Commitment................................................................................................ 24 
Adverse Action...................................................................................................................... 25 
Other General Requirements................................................................................................ 26 
The Loan Application Process .............................................................................................. 27 
Minimum Documentation Required for Loan Application ..................................................... 27 
Obtaining A Credit Report..................................................................................................... 29 

Credit Information Disclosure Policy ......................................................................................... 29 
Notice of Incomplete Application .......................................................................................... 30 
Computer Applications.......................................................................................................... 31 
Complete Application Checklist Form................................................................................... 32 
Loan Application Process Flow............................................................................................. 33 
Loan Application Packages and Forms ................................................................................ 34 
The Fundamentals of Complete Loan Applications.............................................................. 35 
Sections 1 & 2 of Application ................................................................................................ 36 
Section 3 – Personal Information.......................................................................................... 36 
Section 3 – Personal Information.......................................................................................... 37 
Section 4 – Employment Data .............................................................................................. 38 
Section 5 - Income & Housing Expense ............................................................................... 39 



Company Name                                    
Loan Origination Module 

Table of Contents – page ii 

Items to Request for Income Verification.............................................................................. 40 
Tax Return Authenticity Process .......................................................................................... 41 

Section 6 - Assets & Liabilities ............................................................................42 
Items to Request to Verify Assets......................................................................................... 43 
Real Estate Schedule ........................................................................................................... 44 
Cash Requirements and The Good Faith Estimate.............................................................. 45 

The “Pre-Application Kit Process” ............................................................................................. 46 
Generating Letters and Forms .................................................................................................. 53 

Section 6 - Federally Required Disclosures ........................................................54 
RESPA – The Real Estate Settlement Procedures Act ............................................................ 54 

RESPA is regulated by HUD................................................................................................. 54 
Purpose of the Law............................................................................................................... 54 
Exempt Transactions ............................................................................................................ 54 
Kickbacks and Referral Fees and Fee Splitting.................................................................... 55 
Fee Splitting .......................................................................................................................... 56 
Affiliated and Controlled Business Arrangements ................................................................ 56 

Disclosures - At Application ...................................................................................................... 57 
The Good Faith Estimate of Closing Costs........................................................................... 57 
The Special Information Booklet........................................................................................... 60 
Disclosures - At Application – Notice of Transfer of Servicing ............................................. 60 

Good Faith Estimate.................................................................................................................. 61 
The Components of a Buyer's Closing Costs ....................................................................... 61 
Points .................................................................................................................................... 61 
"Hard" Closing Costs ............................................................................................................ 61 
Government/Municipal Title Related Charges...................................................................... 62 
Title Insurance ...................................................................................................................... 63 
Prepaid Items........................................................................................................................ 64 
Interim Interest ...................................................................................................................... 64 
Insurance Escrow ................................................................................................................. 65 
Real Estate Tax Escrows...................................................................................................... 66 
Calculating How Many Months Taxes are Due .................................................................... 67 

Preparing a Good Faith Estimate.............................................................................................. 68 
Points .................................................................................................................................... 70 
"Hard" Closing Costs ............................................................................................................ 71 
Prepaid Items........................................................................................................................ 73 
Determining The Number of Months to Collect in Escrow.................................................... 74 
Government Charges............................................................................................................ 75 
Disclosures - at Closing ........................................................................................................ 76 
HUD-1 Settlement Statement ............................................................................................... 76 

The Truth-in-Lending Act (TILA) - Regulation Z........................................................................ 77 
Purposes of Truth-in-Lending Act ......................................................................................... 77 
At Application - The APR (Annual Percentage Rate) Disclosure ......................................... 77 
APR Tolerance...................................................................................................................... 78 
Understanding Truth-in-Lending ........................................................................................... 78 
The APR Formula ................................................................................................................. 79 
Determining the Amount Financed - What are Finance Charges?....................................... 79 
Payment Schedule................................................................................................................ 79 
Finance Charge .................................................................................................................... 80 

Other Considerations ................................................................................................................ 81 
Program Disclosures............................................................................................................. 81 
The "Refund of the Prepaid Finance Charge" ...................................................................... 81 
Recording Fees/Security Interest ......................................................................................... 81 
Late Charge .......................................................................................................................... 81 
Assumption ........................................................................................................................... 81 
At Application – ARM Disclosure .......................................................................................... 82 



Company Name                                    
Loan Origination Module 

Table of Contents – page iii 

Home Equity Lines and Open-Ended Credit......................................................................... 82 
When Your Home is on the Line........................................................................................... 82 
Notice of Right to Cancel (Right to Rescind) ........................................................................ 83 
Waiver of Right to Rescind ................................................................................................... 83 
Right to Rescind in Open-end Transactions......................................................................... 83 
Three Day Right to Cancel.................................................................................................... 83 
Regulations - Advertising...................................................................................................... 83 

Section 32 of Truth-in-Lending Act............................................................................................ 84 
Loans Subject to Section 32 ................................................................................................. 84 
Points and Fees Trigger........................................................................................................ 84 
Section 32 Disclosures ......................................................................................................... 84 
Section 32 Prohibitions ......................................................................................................... 85 
Penalties for HOEPA Violations............................................................................................ 85 

Credit Laws ............................................................................................................................... 86 
The Equal Credit Opportunity Act (“ECOA”) ............................................................................. 86 

Purpose................................................................................................................................. 86 
Unlawful Inquiries.................................................................................................................. 86 
Prohibitions ........................................................................................................................... 86 
Notification Requirements..................................................................................................... 86 
Penalties ............................................................................................................................... 87 
Fair Housing Act ................................................................................................................... 88 
Fair Credit Reporting Act  (“FCRA”)...................................................................................... 88 
The Fair and Accurate Credit Transactions Act (“FACTA”) .................................................. 88 
Home Mortgage Disclosure Act (“HMDA”)............................................................................ 89 
Depository Institutions Subject to the Act ............................................................................. 89 
Reportable Events and Transactions.................................................................................... 89 
Data Collection...................................................................................................................... 90 
Community Reinvestment Act (CRA) ................................................................................... 90 

Home Owner’s Protection Act ................................................................................................... 91 
PMI Cancellation................................................................................................................... 91 
Gramm-Leach-Bliley Act ....................................................................................................... 91 
USA Patriot Act ..................................................................................................................... 91 

Section 7 - Loan Officer File Set Up....................................................................94 
Standard File Order .............................................................................................................. 94 

Section 8 - How to Process a Loan.....................................................................95 
Processing ............................................................................................................................ 95 

Loan Process Overview ............................................................................................................ 96 
Processing Flow.................................................................................................................... 96 
Processing Flow.................................................................................................................... 97 
The Approval Process........................................................................................................... 98 

Section 9 - The Closing and Requirements ........................................................99 
Property Titling Issues ........................................................................................................ 101 
At Closing............................................................................................................................ 101 

SECTION 10 – COMPLIANCE .........................................................................103 
Policy for Handling Complaints........................................................................................... 103 
Marketing Policy.................................................................................................................. 106 
Hybrid and Non-Traditional Loan Guidance ....................................................................... 107 
Predatory Lending Policy .................................................................................................... 108 
Characteristics of Predatory Lending.................................................................................. 108 
The Creation of the Sub-Prime Market ............................................................................... 109 
High Cost Loans ................................................................................................................. 109 
Loan Flipping- No Financial Benefit – Equity Stripping ...................................................... 110 
Excessive Fees – Fee Packing........................................................................................... 111 
Lending Without Regard for the Borrower’s Ability to Pay.................................................. 112 
Fraud................................................................................................................................... 113 



Company Name                                    
Loan Origination Module 

Table of Contents – page iv 

Negative Amortization......................................................................................................... 113 
Payments in Advance ......................................................................................................... 114 
Prepayment Penalties......................................................................................................... 114 
Payments to Contractors .................................................................................................... 115 
Mandatory Arbitration Agreements ..................................................................................... 115 
Due on Demand Clauses - Acceleration............................................................................. 115 
Balloon Payments ............................................................................................................... 116 
Predatory Servicing Practices............................................................................................. 116 
Deceptive Practices ............................................................................................................ 117 
Encouraging Default ........................................................................................................... 117 

The Federal High Cost Loan Law ........................................................................................... 118 
High Cost Loans ................................................................................................................. 118 
Disclosures ......................................................................................................................... 118 
Prohibited Loan Features on Section 32 Loans ................................................................. 118 

State Predatory Lending Laws ................................................................................................ 120 
National Bank Exemption.................................................................................................... 120 
Blaming Brokers.................................................................................................................. 120 

Ethics Policy .....................................................................................................122 
Introduction.............................................................................................................................. 122 
Pressure .................................................................................................................................. 122 
Our Ethics Policy – A Code of Ethics ...................................................................................... 122 
Other Ethical Behaviors .......................................................................................................... 124 

Harassment/Sexual Harassment ........................................................................................ 124 
Business Courtesies ........................................................................................................... 124 

Compliance with the Letter, Not the Spirit............................................................................... 124 
Truth-in-Lending.................................................................................................................. 124 
Unethical Treatment of the APR Disclosure ....................................................................... 124 
The Real Estate Settlement Procedures Act ...................................................................... 124 
Unethical Treatment of RESPA Rules ................................................................................ 125 
The Equal Credit Opportunity Act and the Fair Housing Act .............................................. 125 
Unethical Treatment of the ECOA/FHA.............................................................................. 125 

Whistleblower Policy ............................................................................................................... 127 
General ............................................................................................................................... 127 
Reporting Responsibility ..................................................................................................... 127 
Authority of Audit Committee .............................................................................................. 127 
No Retaliation ..................................................................................................................... 127 
Reporting Concerns ............................................................................................................ 127 
Handling of Reported Violations ......................................................................................... 128 
Acting in Good Faith ........................................................................................................... 128 
Confidentiality ..................................................................................................................... 128 

Forms Appendix................................................................................................130 



Company Name                                    
Loan Origination Module 

Origination Policies – page 1 

 

Introduction - The Loan Originator 
 
In the vernacular of the business, "taking a loan application" is the loan application 
interview.  The interview can be conducted in person, via mail, telefax, over the 
telephone or the internet.  The purpose is to collect all of the information and 
documentation which will be required to obtain a loan approval.  Note that a mortgage 
related application does not begin for disclosure timing purposes until there is a property.  
Then there are the forms.... lots of them and many different varieties from Lender to 
Lender.  None, however, are as important for the processing of the loan as the 
Application form itself.   
 
The Role of the Loan Officer 
 
The loan officer is the intermediary in the home financing process.  The customer is 
introduced to the mortgage company by the loan officer.  As such, the title of this 
position is also Originator, Representative, or Account Executive.  More than anything 
else the loan officer is responsible for new business development.  However, the loan 
officer is also the customer's advocate in the loan process and eventually is responsible 
for how the customer feels about their experience with Company Name. 
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Section 1 - Position Description 
 
Title 
 
Mortgage Banker, Loan Officer 
 
Duties and Responsibilities 
 
The Loan Officer is the primary company representative to real estate community.  
Objective is to develop referral relationships among the professional community 
including realtors, homebuilders, accountants, attorneys, home improvement contractors, 
other lenders, credit unions, and community development agencies.  This position 
facilitates individual applications, and acts as liaison between processing, underwriting, 
closing and the borrower.  Duties and responsibilities include: 
 
• Developing a specific client base 
• Weekly distribution of rates and programs to clients 
• Meet with Sales Managers, Agents to promote awareness of company products 
• Prepare applicants for application by communicating company requirements prior to 

application interview. 
• Assure complete application is submitted in compliance with company guidelines 
• Correctly communicate lock-in of interest rates with borrower, company and 

investor/secondary marketing 
• Perform weekly status checks on all cases in process and report progress to all 

interested parties 
• Continuously update program specifications to maintain guidelines as current 
• Participate in coordinating closings/settlements with borrowers/agents/title-escrow 

companies 
 
Pre-requisite Experience  
 
B.A., B.S. and/or related industry experience either in financial sales or real estate.  Loan 
Origination is an intensive, competitive, direct customer contact related field.  Good 
organizational and communication skills are required.  The first 6 months to 2 years 
require a large commitment to attracting and maintaining a customer base.  Markets vary, 
but there are generally numerous competing lenders within any area.  Loan Originators 
should be able to manage intense competition for business as well as the cyclical nature 
of seasonal business and interest rate fluctuations. 
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Compensation 
 
Loan Originator compensation is strictly commission based.  Commission schedules are 
based on net fees.  There is an enhancement for exceeding standard revenue or 
origination fee income, which is referred to as overage or gain.  
 
Base Commission Schedule 
 
Fee Structure Commission Rate 
.75% of the loan amount for Conforming Loans 
(under $417,000 as of 12/2006 – changes annually) 
.625% of the loan amount for Jumbo Loans (over 
$417,000) 

30% of the fee 

Amount in excess of requirement 40% of the fee 
 
Overage/Gain 
 
When exceeding the revenue requirement on commissions we must assure that there is no 
evidence of discriminatory pricing practices.  Gains are monitored carefully.  Usually 
loans referred by established sources are cases where revenue is greater.  New referral 
sources may receive incentive pricing.  Borrowers with adverse situations with respect to 
credit income, asset or property should not be charged gain in excess of 3% of the loan.  
Typically gain is split equally between Company Name and the loan originator.   
 
Draws Against Commissions  
 
Dependent on the loan originator's performance, Company Name may offer periodic 
draws against commissions earned.  A draw is simply an accrued interest free loan that is 
repaid when the commissions are actually paid.  Ordinarily this doesn't exceed $2,000.00 
per month.  The loan officer may be guaranteed a draw so long as the total outstanding 
draw does not exceed 2 months. 
 
Performance Incentives 
 
Company Name performs periodic reviews (see Administration Module) to measure 
employee performance.  Loan Originators are subject to these reviews. 
 
Company Name’s Policy on Loan Size Price Adjustments – Tiered Pricing 
 
In general, company name is cautious in its approach to pricing strategies.  We adhere to 
maximum fees as outlined in our “Origination Quality Control Process” to avoid the 
practice of opportunistic, predatory pricing or more favorable pricing to any groups, 
classes of loan, or loan sizes.   
 
Specifically with respect to FHA loans, we adhere to the tiered pricing policy 
promulgated by HUD in Mortgagee Letter 94-16.  We allow no variance above the 2% 
rate charge change for various loan sizes.  In addition, we may not set a minimum loan 
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amount.  


