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Chapter 1 
 

2-HOUR SAFE ACT 

NON TRADITIONAL  

MORTGAGE PRODUCTS 

Section 1 

Reverse Mortgages  

 

Introduction  

This year there was an Oscar-Nominated movie that involved a Reverse 

Mortgage. The movie starring Jeff Bridges and Chris Pine was "Hell or 

High Water"
1
, a modern day Western. The BANK was foreclosing on their 

dead mother's home and being extremely uncooperative. Later we found 

out that there was oil under the property.  

To pay off the loan the two brothers starting robbing banks (only the bank 

who was foreclosing), taking the money to Oklahoma Casinos and turning 

the proceeds into cashier checks. 

 

The loan being foreclosed was identified as a Reverse Mortgage which 

was made to look like a demon loan. The BANK wanted their money and 

to make it more difficult to pay off; they paid delinquent taxes and 

insurance. I think that they knew there was oil there, too.  

Another example of poetic license and misinformation about Reverse 

Mortgages. To better serve and protect the public, MLOôs should be able 

to explain the basics of Reverse Mortgages. It is not a perfect loan for 

everyone, but I could be a perfect loan for one of your clients. 

The outcome of the movie. Check it out on any rental system.
 

 

                                                 
1
 https://en.wikipedia.org/wiki/Hell_or_High_Water_(film) 

https://en.wikipedia.org/wiki/Hell_or_High_Water_(film)
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Reverse Mortgages ðWhat Are They? 

History 

¶ First reverse mortgage was written in 1961 in Maine 

¶ The National Housing Act's Section 255
2
 was established by the 

Housing and Community Development Act of 1987. This section 

is a federal mortgage insurance section created to insure home 

equity conversion mortgages with the Department of Housing and 

Development acting as administrator 

¶ Only 232 loans were issued in 1990 

¶ In 2009 there were 114,692 loans written
3
 

¶ In 2016 there were 48,902 loans written
4
 

 

A Quick Review 

How the Program Works 

There are many factors to consider before deciding whether a HECM is 

the right choice for a client.  To aid in this process, your clients must meet 

with a HECM counselor to discuss program eligibility requirements, 

financial implications and alternatives to obtaining a HECM and repaying 

the loan.  

Counselors will discuss provisions for the mortgage becoming due and 

payable.   

Upon the completion of HECM counseling, the prospects should be able 

to make an independent, informed decision of whether this product will 

meet their specific needs. They can search online for a HECM 

counselor or call (800) 569-4287 toll-free. 

There are borrower and property eligibility requirements that must be 

met.  You can use the list below to see if they qualify. If they meet the 

eligibility criteria, they can complete a reverse mortgage application by 

contacting a FHA-approved lender.   

                                                 
2
 National Reverse Mortgage Lenders Association https://www.nrmlaonline.org/app_assets/public/a74f38ed-1843-

4d01-bf6b-cf4c98e09e2b/HECM%20Enabling%20Legislation.pdf  
3
 https://www.nrmlaonline.org/2017/03/01/annual-hecm-endorsement-chart  

4
 Ibid. 

http://portal.hud.gov/hudportal/HUD/program_offices/housing/sfh/hecm/hecmlist
http://portal.hud.gov/hudportal/HUD/program_offices/housing/sfh/hecm/hecmlist
https://www.nrmlaonline.org/app_assets/public/a74f38ed-1843-4d01-bf6b-cf4c98e09e2b/HECM%20Enabling%20Legislation.pdf
https://www.nrmlaonline.org/app_assets/public/a74f38ed-1843-4d01-bf6b-cf4c98e09e2b/HECM%20Enabling%20Legislation.pdf
https://www.nrmlaonline.org/2017/03/01/annual-hecm-endorsement-chart
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You can search online for a FHA-approved lender or you can ask the 

HECM counselor to provide you with a listing.  The lender will discuss 

other requirements of the HECM program, such as first year borrowing 

limi tations, available payment options, the loan approval process, and 

repayment terms.  

 

Borrower Requirements
5
 

You must: 

¶ Be 62 years of age or older 

¶ Own the property outright or paid-down a considerable amount 

¶ Occupy the property as your principal residence 

¶ Not be delinquent on any federal debt 

¶ Have enough financial resources to continue to make timely 

payment of ongoing property charges such as property taxes, 

insurance, repairs and Homeowner Association fees, etc. 

¶ Participate in a consumer information session given by a HUD- 

approved HECM counselor 

 

Property Requirements 

The following eligible property types must meet all FHA property 

standards and flood requirements: 

¶ Single family home or 2-4 units occupied by the borrower 

¶ HUD-approved condominium project 

¶ Manufactured home that meets FHA requirements 

 

Financial Requirements 

¶ Income, assets, monthly living expenses, and credit history will be 

verified. 

¶ Timely payment of real estate taxes, hazard, and flood insurance 

premiums will be verified 

                                                 
5
 https://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/hecm/hecmabou  

http://portal.hud.gov/hudportal/HUD/program_offices/housing/sfh/hecm/hecmlenders
https://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/hecm/hecmabou
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Payments 

Tenure - equal monthly payments as long as at least one borrower lives 

and continues to occupy the property as a principal residence. 

¶ Term - equal monthly payments for a fixed period of months 

selected. 

¶ Line of Credit  - unscheduled payments or in installments, at times 

and in an amount of your choosing until the line of credit is 

exhausted. 

¶ Modified Tenure - combination of line of credit and scheduled 

monthly payments for as long as you remain in the home. 

¶ Modified Term - combination of line of credit plus monthly 

payments for a fixed period of months selected by the borrower. 

¶ Note:  For fixed interest rate mortgages, you will receive the 

Single Disbursement Lump Sum payment plan. 

 

Mortgage Amount 

The amount you may borrower will depend on: 

¶ Age of the youngest borrower or eligible non-borrowing spouse 

¶ Current interest rate; and 

¶ Lesser of appraised value or the HECM FHA mortgage limit of 

$636,150 or the sales price 

If there is more than one borrower and no eligible non-borrowing spouse, 

the age of the youngest borrower is used to determine the amount you can 

borrow. 

 

HECM Costs
6
 

You can pay for most of the costs of a HECM by financing them and 

having them paid from the proceeds of the loan. Financing the costs means 

that you do not have to pay for them out of your pocket. On the other 

hand, financing the costs reduces the net loan amount available to you. 

                                                 
6
 https://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/hecm/hecmabou  

https://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/hecm/hecmabou
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The HECM loan includes several fees and charges, which includes: 1) 

mortgage insurance premiums (initial and annual) 2) third party charges 3) 

origination fee 4) interest and 5) servicing fees. The lender will discuss 

which fees and charges are mandatory. 

You will be charged an initial mortgage insurance premium (MIP) at 

closing.  The initial MIP will be .5 percent or 2.5 percent, depending on 

your disbursements.  Over the life of the loan, you will be charged an 

annual MIP that equals 1.25% of the outstanding mortgage balance. This 

MIP never disappears. 

 

Advantages and Disadvantages of a 

Reverse Mortgage
7
 (Everyone has an 

opinion) 

ADVANTAGES: 

¶ Home owners can live in their home with no loan payment and can 

unlock equity to pay off mortgage debt and other loans. 

¶ Increase income for everyday expenses 

¶ Enhance quality of life 

¶ Emergency planning  

¶ Get an Equity Line of Credit that will grow for later years 

¶ Use a Reverse Mortgage to buy another home, up in value or down 

in value 

DISADVANTAGES: 

¶ The cost of obtaining a reverse mortgage could be prohibitive  

¶ If seniors are concerned about what will happen if they must move 

into an assisted living facility, a reverse mortgage may not be a 

solid financial resource 

¶ Reverse mortgages are complex loans and often, the senior 

homeowner is unable to fully understand the loan program 

¶ They take the money out in a lump sum and run out of money 

before they run out of time 

¶ The homeowners use the money to buy exotic investments or lend 

to the wrong people 

                                                 
7
 https://www.federalregister.gov/documents/2012/07/02/2012-16078/consumer-use-of-reverse-mortgages#  

https://www.federalregister.gov/documents/2012/07/02/2012-16078/consumer-use-of-reverse-mortgages
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¶ There is misleading advertising used to confuse the borrowers 

+ They will never owe more than the value of the home 

+ The loan is a government benefit 

+ It is a lifetime loan, you cannot outlive it 

+ You can never lose your home 

+ The agents imply that they are affiliated with the 

government 

+ There is a time limit for this loan or there is a geographic 

limit  

 

What is a Principal Residence
8
?  MLOôs 

Better Know 

The best reference for this question is Internal Revenue Publication 523 

Selling Your Home
 9
. To obtain a Reverse Mortgage the property secured 

must be the primary residence of the borrower.  If there are any 

questionable feelings, ask your questions. The property must be used by 

the homeowner for a majority of the year. 51% for two properties, and a 

majority for someone with three or more homes. A borrower's use is not 

the only factor 

Factors used by the IRS to determine residency are many. Just some of 

them include: 

¶ The taxpayerôs place of employment 

¶ The principal place of residence of the taxpayerôs family members 

¶ The address listed on the taxpayerôs federal and state tax returns, 
driverôs license, automobile registration, and voter registration card 

¶ The taxpayerôs mailing address for bills and correspondence 

¶ The location of the taxpayerôs banks 

¶ The location of religious organizations and recreational clubs with 

which the taxpayer is affiliated 

 

CONDITIONS OF THE LOAN
10

: 

¶ Pay property taxes, insurance, special assessment fees, HOA's 

                                                 
8
 https://portal.hud.gov/hudportal/documents/huddoc?id=4155-1_4_secB.pdf  

9
 https://www.irs.gov/pub/irs-pdf/p523.pdf  

10
 https://portal.hud.gov/hudportal/documents/huddoc?id=14-21ml.pdf  

https://portal.hud.gov/hudportal/documents/huddoc?id=4155-1_4_secB.pdf
https://www.irs.gov/pub/irs-pdf/p523.pdf
https://portal.hud.gov/hudportal/documents/huddoc?id=14-21ml.pdf
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¶ Maintain the property in good condition, no definition of good 

¶ Maintain and pay ALL insurance 

¶ Some properties require a fully or partially funded Life Expectancy 

Set-Aside 
 

NO CROSS SELLING
11

  

¶ Borrower cannot be required to purchase additional products to 

obtain the loan 

¶ An MLO should not be associated with any party that is associated 

with any other financial products or insurance investments 

 

 

LIABILITY FOR THE BORROWERS OR HEIRS
12

: 

The loan is a Non-Recourse Loan, the loan is a Non-Recourse Loan, the 

loan is a Non-Recourse. This was repeated because it is so important that 

borrowers know and understand this facet of the loan. If a borrower 

desires to walk away from the loan, they can walk away from the loan, 

strategic default or non-strategic default.  Borrowers or heirs cannot owe 

more than the fair market market price of the loan, minus reasonable sales 

expenses. This is called the 95% rule. 

HUDôs Mortgagee Letter 2008-38
13

 

¶ If the mortgage is not due and payable, and the borrower desires to 

retain ownership of the property, the mortgage debt may be repaid 

in full at any time. 

¶ If the mortgage is due and payable and the borrower (or estate) 

desires to retain ownership of the property, the mortgage debt must 

be repaid in full.  Lenders may assist the borrower (or estate) in 

obtaining other financing to pay off the HECM loan in full. 

¶ Whether or not the mortgage is due and payable the borrower may, 

at any time, sell the property for at least the lesser of the mortgage 

debt or the appraised value. 

¶ If the mortgage is due and payable and the borrower (or estate) will 

not be retaining ownership of the property, the property may be 

                                                 
11

 https://www.federalregister.gov/documents/2012/07/02/2012-16078/consumer-use-of-reverse-mortgages#  
12

 https://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/hecm/rmtopten  
13

 https://portal.hud.gov/hudportal/documents/huddoc?id=11-16ml.pdf  

https://www.federalregister.gov/documents/2012/07/02/2012-16078/consumer-use-of-reverse-mortgages
https://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/hecm/rmtopten
https://portal.hud.gov/hudportal/documents/huddoc?id=11-16ml.pdf
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sold for at least the lesser of the unpaid mortgage balance or 95% 

of appraised value. 

In any circumstance where a mortgagee agrees to the acceptance of less 

than the full mortgage balance, such sale of the property by the borrower 

(or the borrowerôs estate) should be an armôs length transaction.  An armôs 

length transaction is characterized by the following: 

¶ The absence of a relation between the buyer and seller 

¶ A selling price and other conditions that would prevail in an open 

market environment 

¶ Transaction costs paid by the seller that are considered both 

reasonable and customary for the market in which the property is 

located 

¶ The adherence to ethical standards of conduct by all parties 

involved in the HECM short sale 

 

 

Time to Think 1.1 
   

1. Receiving equal monthly payments for as long as a borrower lives is 

______TENURE____________. 

2. The MIP can be removed after how many years? ___ NEVER______. 

3. Who is the largest retailer of Reverse Mortgages in the US? __ AAG_. 

 

ACCELERATING REPAYMENT  

¶ Failure to make necessary repairs. 

¶ Condemnation 

¶ Non-payment of any taxes 

¶ Non-payment of any insurance 

¶ Eminent domain 

¶ No borrower is remaining in the home for a 12 month period. 
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HOW LONG DOES AN HEIR HAVE TO ACT ?
14

     

The regulations state that there is a six month period. A request for an 

extension of 90 days can be submitted twice. The bank has the authority to 

grant these extensions. A reason must be submitted with the requests. 

Extraordinary circumstance. Funds late in arriving. Poor notification from 

the banks, etc. 

 

NON-BORROWING SPOUSE CAN NOW STAY UNDER 

CERTAIN CONDITIONS
15

       

This change was effective on August 4, 2014. The mortgage must contain 

a statement that extends the deferral date of the due and payable status that 

occurs because of the death of the last surviving mortgagor, if they were 

married at time of closing.  

Mortgage Letter 2014-07 also specifically outlines that in order for the 

Deferral Period to apply to a non-borrowing spouse the non-borrowing 

spouse must: 

1. Have been the spouse of an HECM mortgagor at the time of 

closing and have remained the spouse of the mortgagor for the 

duration of the HECM mortgagorôs lifetime; 

 

2. Have properly disclosed to the mortgagee at the origination, and be 

specially named as a non-borrowing spouse in the HECM 

documents; and 

 

3. Have occupied and continue to occupy, the property securing the 

HECM as the Principal Residence of the Non-Borrowing Spouse. 

 

ORIGIN ATION FEE
16

 

Lenders can charge an origination fee, which is set by guidelines and has 

limitations. 

                                                 
14

 https://www.consumerfinance.gov/askcfpb/242/will-my-children-be-able-to-keep-my-home-after-i-die-or-move-

out-permanently-if -i-have-a-reverse-mortgage-loan.html  
15

 https://portal.hud.gov/hudportal/documents/huddoc?id=14-07ml.pdf 
16

 https://portal.hud.gov/hudportal/documents/huddoc?id=7610-0_5_secD.pdf  

https://www.consumerfinance.gov/askcfpb/242/will-my-children-be-able-to-keep-my-home-after-i-die-or-move-out-permanently-if-i-have-a-reverse-mortgage-loan.html
https://www.consumerfinance.gov/askcfpb/242/will-my-children-be-able-to-keep-my-home-after-i-die-or-move-out-permanently-if-i-have-a-reverse-mortgage-loan.html
https://portal.hud.gov/hudportal/documents/huddoc?id=14-07ml.pdf
https://portal.hud.gov/hudportal/documents/huddoc?id=7610-0_5_secD.pdf
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¶ The origination charge limit shall be equal to 2.0 percent of the 

maximum claim amount of the mortgage, up to a maximum claim 

amount of $200,000, plus 1.0 percent of any portion of the 

maximum claim amount that is greater than $200,000. 

 

¶ The maximum commission is set by the Secretary of HUD at 

$6,000 per transaction.  

 

THE CALIFORNIA REVERSE MORTGAGE 

WORKSHEET  GUIDE:  

When you are working in California, you must follow California Law if 

that law is more restrictive. This regulation (Civil Code 1923.5(b)) is more 

restrictive. It is important and must be discussed before the counseling 

session. in other words, at the outset of the transaction. The content 

follows: 

Civil Code Section 1923.5
17

  

(a) No reverse mortgage loan application shall be taken by a lender unless 

the loan applicant, prior to receiving counseling, has received from the 

lender the following plain language statement in conspicuous 16-point 

type or larger, advising the prospective borrower about counseling prior to 

obtaining the reverse mortgage loan: 

IMPORTANT NOTICE 

TO REVERSE MORTGAGE LOAN APPLICANT 

A REVERSE MORTGAGE IS A COMPLEX 

FINANCIAL TRANSACTION. IF YOU DECIDE TO 

OBTAIN A REVERSE MORTGAGE LOAN, YOU 

WILL SIGN BINDING LEGAL DOCUMENTS THAT 

WILL HAVE IMPORTANT LEGAL AND 

FINANCIAL IMPLICATIONS FOR YOU AND 

YOUR ESTATE. IT IS THEREFORE IMPORTANT 

TO UNDERSTAND THE TERMS OF THE 

REVERSE MORTGAGE AND ITS EFFECT ON 

YOUR FUTURE NEEDS. BEFORE ENTERING 

                                                 
17

 https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=CIV&sectionNum=1923.5.  

https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=CIV&sectionNum=1923.5
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INTO THIS TRANSACTION, YOU ARE REQUIRED 

TO CONSULT WITH AN INDEPENDENT 

REVERSE MORTGAGE LOAN COUNSELOR TO 

DISCUSS WHETHER OR NOT A REVERSE 

MORTGAGE IS RIGHT FOR YOU. A LIST OF 

APPROVED COUNSELORS WILL BE PROVIDED 

TO YOU BY THE LENDER. 

SENIOR CITIZEN ADVOCACY GROUPS ADVISE 

AGAINST USING THE PROCEEDS OF A REVERSE 

MORTGAGE TO PURCHASE AN ANNUITY OR 

RELATED FINANCIAL PRODUCTS. IF YOU ARE 

CONSIDERING USING YOUR PROCEEDS FOR 

THIS PURPOSE, YOU SHOULD DISCUSS THE 

FINANCIAL IMPLICATIONS OF DOING SO WITH 

YOUR COUNSELOR AND FAMILY MEMBERS. 

(b) (1) In addition to the plain language notice described in subdivision 

(a), no reverse mortgage loan application shall be taken by a lender unless 

the lender provides the prospective borrower, prior to his or her meeting 

with a counseling agency on reverse mortgages, with a reverse mortgage 

worksheet guide, or in the event that the prospective borrower seeks 

counseling prior to requesting a reverse mortgage loan application from 

the reverse mortgage lender, the counseling agency shall provide the 

prospective borrower with the following plain language reverse mortgage 

worksheet guide in 14-point type or larger: 

Reverse Mortgage Worksheet GuideðIs a Reverse Mortgage Right for 

Me? 

To decide if a recommended purchase of a reverse mortgage is right for 

you, consider all of your goals, needs, and available options. This self-

evaluation worksheet has five essential questions for you to consider when 

deciding if a reverse mortgage is right for you. 

Directions: The State of California advises you to carefully read and 

complete this worksheet, and bring it with you to your counseling session. 

You may make notes on a separate piece of paper with questions you may 

have about whether a reverse mortgage is right for you. During the 

counseling session, you can speak openly and confidentially with a 
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professional reverse mortgage counselor, independent of the lender, who 

can help you understand what it means for you to become involved with 

this particular loan. 

1. What happens to others in your home after you die or move out? 

Rule: When the borrower dies, moves, or is absent from the home for 12 

consecutive months, the loan may become due. 

Considerations: Having a reverse mortgage affects the future of all those 

living with you. If the loan cannot be paid off, then the home will have to 

be sold in order to satisfy the lender. To determine if this is an issue for 

you, ask yourself: 

(A) Who is currently living in the home with you? 

(B) What will they do when you die or permanently move from the home? 

(C) Have you discussed this with all those living with you or any family 

members? 

(D) Who will pay off the loan, and have you discussed this with them? 

(E) If your heirs do not have enough money to pay off the loan, the home 

will pass into foreclosure. 

Do you need to discuss this with your counselor? Yes or No 

2. Do you know that you can default on a reverse mortgage? 

Rule: There are three continuous financial obligations. If you fail to keep 

up with your insurance, property taxes, and home maintenance, you will 

go into default. Uncured defaults lead to foreclosures. 

Considerations: Will you have adequate resources and income to support 

your financial needs and obligations once you have removed all of your 

available equity with a reverse mortgage? To determine if this is an issue 

for you, ask yourself: 

(A) Are you contemplating a lump-sum withdrawal? 

(B) What other resources will you have once you have reached your equity 

withdrawal limit? 

(C) Will you have funds to pay for unexpected medical expenses? 
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(D) Will you have the ability to finance alternative living 

accommodations, such as independent living, assisted living, or a long-

term care nursing home? 

(E) Will you have the ability to finance routine or catastrophic home 

repairs, especially if maintenance is a factor that may determine when the 

mortgage becomes payable? 

Do you need to discuss this with your counselor? Yes or No 

3. Have you fully explored other options? 

Rule: Less costly options may exist. 

Consideration: Reverse mortgages are compounding-interest loans, and 

the debt to the lender increases as time goes on. You may want to consider 

using less expensive alternatives or other assets you may have before you 

commit to a reverse mortgage. To determine if this is an issue for you, 

consider: 

(A) Alternative financial options for seniors may include, but not be 

limited to, less costly home equity lines of credit, property tax deferral 

programs, or governmental aid programs. 

(B) Other types of lending arrangements may be available and less costly. 

You may be able to use your home equity to secure loans from family 

members, friends, or would-be heirs. 

Do you need to discuss this with your counselor? Yes or No 

4. Are you intending to use the reverse mortgage to purchase a financial 

product? 

Rule: Reverse mortgages are interest-accruing loans. 

Considerations: Due to the high cost and increasing debt incurred by 

reverse mortgage borrowers, using home equity to finance investments is 

not suitable in most instances. To determine if this is an issue for you, 

consider: 

(A) The cost of the reverse mortgage loan may exceed any financial gain 

from any product purchased. 

(B) Will the financial product you are considering freeze or otherwise tie 

up your money? 
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(C) There may be high surrender fees, service charges, or undisclosed 

costs on the financial products purchased with the proceeds of a reverse 

mortgage. 

(D) Has the sales agent offering the financial product discussed suitability 

with you? 

Do you need to discuss this with your counselor? Yes or No 

5. Do you know that a reverse mortgage may impact your eligibility for 

government assistance programs? 

Rule: Income received from investments will count against individuals 

seeking government assistance. 

Considerations: Converting your home equity into investments may create 

nonexempt asset statuses. To determine if this is an issue for you, 

consider: 

(A) There are state and federal taxes on the income investments financed 

through home equity. 

(B) If you go into a nursing home for an extended period of time, the 

reverse mortgage loan will become due, the home may be sold, and any 

proceeds from the sale of the home may make you ineligible for 

government benefits. 

(C) If the homeowner is a Medi-Cal beneficiary, a reverse mortgage may 

make it difficult to transfer ownership of the home, thus resulting in Medi-

Cal recovery. 

Do you need to discuss this with your counselor? Yes or No 

(2) The reverse mortgage worksheet guide required in paragraph (1) shall 

be signed by the agency counselor, if the counseling is done in person, and 

by the prospective borrower and returned to the lender along with the 

certification of counseling required under subdivision (k) of Section 

1923.2, and the loan application shall not be approved until the signed 

reverse mortgage worksheet guide is provided to the lender. A copy of the 

reverse mortgage worksheet guide shall be provided to the borrower. 
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Time to Think 1.2 
   

1. A repayment would be necessary if ____REPAIRS; TAXES; _______ 

_________INSURANCE NOT PAID; MOVE OUT; ______________ 

_________CONDEMNATION; EMINENT DOMAIN____________.  

2. The California Civil Code concerning Reverse Mortgages 

is______________1923.5(b)____________________. 

3. The California Reverse Mortgage Important Notice must be in 

______16__________ point type. 

 

CALIFORNIA CIVIL CODE SECTION 1923.2(K)
18

 

A lender shall not accept a final and complete application for a reverse 

mortgage loan from a prospective applicant or assess any fees upon a 

prospective applicant until the lapse of seven days from the date of 

counseling, as evidenced by the counseling certification, and without first 

receiving certification from the applicant or the applicantôs authorized 

representative that the applicant has received counseling from an agency 

as described in subdivision (j) and that the counseling was conducted in 

person, unless the certification specifies that the applicant elected to 

receive the counseling in a manner other than in person. The certification 

shall be signed by the borrower and the agency counselor, and shall 

include the date of the counseling and the name, address, and telephone 

number of both the counselor and the applicant. Electronic facsimile copy 

of the housing counseling certification satisfies the requirements of this 

subdivision. The lender shall maintain the certification in an accurate, 

reproducible, and accessible format for the term of the reverse mortgage.   

 

COUNSELING: THIS IS MANDATORY
19

  

                                                 
18

 https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=CIV&sectionNum=1923.2.  
19

 https://portal.hud.gov/hudportal/documents/huddoc?id=7610-0_5_secA.pdf  

https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=CIV&sectionNum=1923.2
https://portal.hud.gov/hudportal/documents/huddoc?id=7610-0_5_secA.pdf
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The counseling must be with a HUD approved counselor. The sessions 

may be in person or via telephone, but in person is obviously 

recommended. However, some prospects live in remote areas.  

The prospect is to be given a list of at least 10 counselors with five from 

the prospect's state of residency and if possible one referral that is within 

driving distance. The counselor can set a reasonable fee, but $125.00 is 

listed in regulations as reasonable. However, there could be other 

circumstance. Lenders can not directly contact or influence the selection 

of a counselor. Fees can be waived. 

Counselors aware of lender malpractice in this area are required to inform 

HUD of any suspected prohibited activity. The sessions are designed to 

last at least one and one half hours. There are specific guidelines in HECM 

Protocol Chapter 3. The Certification is good for 180 days. All 

homeowners shown on the deed must sign the mortgage and the 

counseling certificate.  

 

 

CERTIFICATION OF HECM COUNSELING IS 

REQUIRED - HUD FORM 92902
20

 

Form 92902 is quite comprehensive (see Appendix A1). It is important 

that MLO's know what their clients are being told so the items discussed 

in detail are listed here. The discussion must be in accordance with 

Section 255 of the National Housing Act and 24CFR 206.41.  The 

counselors will tell the prospect: 

1. Options other than a Home Equity Conversion Mortgage that are 

available to the homeowner(s), including other housing, social 

service, health and financial options.  

2. Other home equity conversion options that are or may become 

available to the homeowner(s), such as other reverse mortgages, 

sale-leaseback financing, deferred payment loans, and property tax 

deferral.  

3. The financial implications of entering into a Home Equity 

Conversion Mortgage.  

4. A disclosure that a Home Equity Conversion Mortgage may have 

tax consequences, affect eligibility for assistance under Federal 

and State programs, and have an impact on the estate and heirs of 

the homeowner(s).  
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5. Whether the homeowner has signed a contract or agreement with 

an estate planning service firm that requires, or purports to require, 

the mortgagor to pay a fee on or after closing that may exceed 

amounts permitted by the Secretary or in Part 206 of the HUD 

regulations at 24 CFR.  

6. If such a contract has been signed, the extent to which services 

under the contract may not be needed or may be available at 

nominal or no cost from other sources, including the mortgagee.  

7. The Home Equity Conversion Mortgage will be due and payable 

when no remaining borrower lives in the mortgaged property, or 

when any other covenants of the mortgage have been violated. 

(Borrowers are those parties who have signed the Note and 

Mortgage or Deed of Trust.)  

 

THERE ARE TWO CERTIFICATIONS 

Counselor Certification:  I hereby certify that the homeowner(s) listed 

above have received counseling according to the requirements of this 

certificate and the standards of the U.S. Department of Housing and Urban 

Development, as described in mortgagee letters, handbooks, regulations, 

and statute. This interview was held: Face-to-Face Telephone and the 

amount of time required to cover the above items was as follows: 

_______________.    
 

Homeowner Certification: I/we hereby certify that I/we have discussed the 

financial implications of and alternatives to a HECM with the above 

Counselor. I/we understand the advantages and disadvantages of a HECM 

and each type of payment plan, as well as the costs of a HECM and when 

the HECM will become due and payable. This information will enable 

me/us to make more informed decisions about whether I/we want to 

proceed with obtaining a HECM. I/we understand that I/we may be 

charged a counseling fee that may be paid upfront to the counseling 

agency or if I decide to proceed with a HECM loan, financed into the 

mortgage and payment under any of these methods will be reflected in the 

800 series on the HUD-1 settlement statement in accordance with HUDôs 

Real Estate Settlement Procedure regulations at 24 CFR part 3500 (see 24 

CFR 3500.8). 
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FINANCIAL ASSESSMENT
21

  

In 2015 a regulation was added that required the prospective borrower to 

complete a financial assessment. This was designed to give an indication 

the homeowner would be able to pay their taxes, other fees, other debt, 

insurance and maintenance.  

This is not a qualification or loan approval. If the prospect does not have 

adequate income, assets can be considered.  Also, a LESA (Life 

Expectancy Set Aside) can be established. This LESA, either partial or 

full, would set aside funds from the loan proceeds for the payment of the 

necessary expenses. 

Although many agents claimed that this assessment was the end of the 

world as we know it, the program is reaching its two year mark and 

working fine. There have been fewer loans but the people denied loans 

would have had trouble paying the proper charges and lost their property. 

The percentage of people losing their homes has dropped.  

 

PURCHASE WITH A REVERSE MORTGAGE
22

 

Another program that originators should understand. Someone can use a 

Reverse Mortgage to buy up or buy down or just buy and have no loan 

payments. This is an excellent option to discuss with Real Estate Agents. 

Very few of these loans are being completed, all the more reason to study 

the possibilities and better serve the public 

 

THE REVERSE MORTGAGE FOR THE PERSON WHO 

DOES NOT NEED ONE NOW 

This is the loan that I call the "The Loan That Will Help You Sleep Better 

At Night". You have a prospect who does not have financial problems at 

this time. They can get an Equity Line of Credit that will sit on the 

property until the money is needed. No interest, no payments, just funds 

readily available. 

                                                 
21

 https://portal.hud.gov/hudportal/documents/huddoc?id=14-22ml-atch2.pdf  
22

 https://portal.hud.gov/hudportal/HUD?src=/program_offices/housing/sfh/hecm/faqs_hecm  
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With the new $636,150.00 limit a person could get a loan with an 

available Principal Limit of $331,253.32. There would be about 

$196,389.52 available the first year and $134,863.80 available later with 

an Adjustable Rate Mortgage. If the money is not touched, it would grow 

at the expected interest rate. 

If the interest rate over the next years averaged 6%, the money available 

would double about every 12 years (using the theory of 72). If in our 

example the younger borrower was 62, no money was ever taken out, at 

age 74 there would be $662,506.64 and at age 86 the amount would be 

$1,325,013.28. Wish this loan had been available when I was 62.  

 

FINAL THOUGHT  

The Reverse Mortgage is not for everyone. If someone's main goal in life 

is to leave as much money as possible to their heirs, no. If someone does 

not have enough funds to pay charges, no. If someone is completely 

undisciplined and will spend all the money at once, no.  

If they are cash poor and home equity rich and are living below the 

poverty level, yes. If someone would like to live a little "better" and enjoy 

their sunset years, yes.  If the heirs believe that their parents should use up 

their money, yes. 

The costs are higher than most loans. Of course. this loan is all non-

recourse, no payments, available to more people with fewer assets and no 

income, so let's allow our seniors enjoy what they have saved in their 

homes. Bon voyage. 

 

Time to Think 1.3 
   
1. No contract can be signed on a Reverse Mortgage loan until 

____7____ days after counseling.         

2. The loan form # of the Certification Procedure is ___HUD 92902  __. 

3. What is the maximum % amount that an applicant can receive on a 

fixed rate loan?  __________60%________________________. 
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Section 2 

VA Home Loans 

History of the VA Loan
23

 

A VA loan is a mortgage loan in the United States guaranteed by the U.S. 

Department of Veterans Affairs (VA). The loan may be issued by 

qualified lenders. 

The VA loan was designed to offer long-term financing to eligible 

American veterans or their surviving spouses (provided they do not 

remarry). The basic intention of the VA direct home loan program is to 

supply home financing to eligible veterans in areas where private 

financing is not generally available and to help veterans purchase 

properties with no down payment. Eligible areas are designated by the VA 

as housing credit shortage areas and are generally rural areas and small 

cities and towns not near metropolitan or commuting areas of large cities. 

Until 1992, the VA loan guarantee program was available only to veterans 

who served on active duty during specified periods. However, with the 

enactment of the Veterans Home Loan Program Amendments of 1992 

(Public Law 102-547, approved 28 October 1992), program eligibility was 

expanded to include Reservists and National Guard personnel who served 

honorably for at least six years without otherwise qualifying under the 

previous active duty provisions. Such personnel are required to pay a 

slightly higher funding fee when obtaining a VA home loan. 

Despite a great deal of confusion and misunderstanding, the federal 

government generally does not make direct loans under the act. The 

government simply guarantees loans made by ordinary mortgage lenders 

(descriptions of which appear in subsequent sections) after veterans make 

their own arrangements for the loans through normal financial circles. The 

Veterans Administration then appraises the property in question and, if 

satisfied with the risk involved, guarantees the lender against loss of 

principal if the buyer defaults. 
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Purchase & Cash-Out Refinance Home Loans
24

 

With a Purchase Loan, VA can help you purchase a home at a competitive 

interest rate, and if you have found it difficult to find other financing. 

VA's Cash-Out Refinance Loan is for homeowners who want to take cash 

out of their home equity to take care of concerns like paying off debt, 

funding school, or making home improvements. The Cash-Out Refinance 

Loan can also be used to refinance a non-VA loan into a VA loan. VA will 

guaranty loans up to 100% of the value of your home. 

 

About the VA Home Loan Guaranty 

Most VA Home Loans are handled entirely by private lenders and VA 

rarely gets involved in the loan approval process. VA "stands behind" the 

loan by guaranteeing a portion of it. If something goes wrong and you 

can't make the payments anymore, the lending institution can go to VA to 

cover any losses they might incur. The VA loan guaranty is the 

"insurance" that we provide the lender. 

 

VA Home Loan Advantages 

The guarantee VA provides to lenders allows them to provide you with 

more favorable terms, including: 

¶ No down payment as long as the sales price doesn't exceed the 

appraised value. 

¶ No private mortgage insurance premium requirement. 

¶ VA rules limit the amount you can be charged for closing costs. 

¶ Closing costs may be paid by the seller. 

¶ The lender can't charge you a penalty fee if you pay the loan off 

early. 

¶ VA may be able to provide you some assistance if you run into 

difficulty making payments. 

You should also know that: 

¶ You don't have to be a first-time homebuyer. 
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¶ You can reuse the benefit. 

¶ VA-backed loans are assumable, as long as the person assuming 

the loan qualifies. 

Learn more about VA Home Loans: 

¶ Eligibility   

¶ Buying Process  

¶ Getting a Certificate of Eligibility   

¶ Loan Limits 

 

Eligibility
25

 

You must have suitable credit, sufficient income, and a valid Certificate of 

Eligibility  (COE) to be eligible for a VA-guaranteed home loan. The home 

must be for your own personal occupancy. The eligibility requirements to 

obtain a COE are listed below for Servicemembers and Veterans, spouses, 

and other eligible beneficiaries. 

VA home loans can be used to: 

¶ Buy a home, a condominium unit in a VA-approved project 

¶ Build a home 

¶ Simultaneously purchase and improve a home 

¶ Improve a home by installing energy-related features or making 

energy efficient improvements 

¶ Buy a manufactured home and/or lot. 

 

 

Time to Think 1.4 
   
1. What is the % of PMI on a VA loan?  ____________0____________. 

2. Circle one:  The VA (INSURES / GUARANTEES) the loan. 

3. (TRUE or FALSE) An officer can borrow more than an enlisted man. 
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 http://www.benefits.va.gov/homeloans/purchaseco_eligibility.asp  

http://www.benefits.va.gov/HOMELOANS/purchaseco_eligibility.asp
http://www.benefits.va.gov/HOMELOANS/purchaseco_buy_process.asp
http://www.benefits.va.gov/HOMELOANS/purchaseco_certificate.asp
http://www.benefits.va.gov/HOMELOANS/purchaseco_loan_limits.asp
http://www.benefits.va.gov/HOMELOANS/purchaseco_certificate.asp
http://www.benefits.va.gov/HOMELOANS/purchaseco_certificate.asp
http://www.benefits.va.gov/homeloans/purchaseco_eligibility.asp
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Eligibility Requirements for VA Home Loans 

Servicemembers and Veterans 

To obtain a COE, you must have been discharged under conditions other 

than dishonorable and meet the service requirements below: 

Appendix A2 

 

Status 

Qualifying Wartime & 

Peacetime Periods 

Qualifying Active Duty 

Dates 

Minimum Active Duty Service 

Requirement 

Veteran 

WWII  9/16/1940 - 7/25/1947 90 total days 

Post-WWII  7/26/1947 - 6/26/1950 181 continuous days 

Korean War 6/27/1950 - 1/31/1955 90 total days 

Post-Korean War 2/1/1955 - 8/4/1964 181 continuous days 

Vietnam War 

8/5/1964 - 5/7/1975 *For 

Veterans who served in the 

Republic of Vietnam, the 

beginning date is 2/28/1961 90 total days 

Post-Vietnam War 

5/8/1975 - 9/7/1980 *The 

ending date for officers is 

10/16/1981 181 continuous days 

24-month rule 

9/8/1980 - 8/1/1990 *The 

beginning date for officers 

is 10/17/1981 

¶ 24 continuous months, OR 

¶ The full period (at least 181 days) for 

which you were called or ordered to 

active duty 

Gulf War 8/2/1990 - Present 

¶ 24 continuous months, OR 

¶ The full period (at least 90 days) for 

which you were called or ordered to 

active duty 

National Guard & 

Reserve Member 

Gulf War 8/2/1990 - Present 90 days of active service 

¶ Six years of service in the Selected Reserve or National Guard, AND 

¶ Were discharged honorably, OR 

¶ Were placed on the retired list, OR 

¶ Were transferred to the Standby Reserve or an element of the Ready Reserve other 

than the Selected Reserve after service characterized as honorable, OR 

¶ Continue to serve in the Selected Reserve 

  

 

*If  you do not meet the minimum service requirements, you may still be 

eligible if  you were discharged due to (1) hardship, (2) the convenience of 
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the government, (3) reduction-in-force, (4) certain medical conditions, or 

(5) a service-connected disability. 

 

Spouses 

The spouse of a Veteran can also apply for home loan eligibility under one 

of the following conditions: 

¶ Unremarried spouse of a Veteran who died while in service or 

from a service connected disability, or 

 

¶ Spouse of a Servicemember missing in action or a prisoner of war 

 

¶ Surviving spouse who remarries on or after attaining age 57, and 

on or after December 16, 2003 

(Note: a surviving spouse who remarried before December 16, 

2003, and on or after attaining age 57, must have applied no later 

than December 15, 2004, to establish home loan eligibility. VA 

must deny applications from surviving spouses who remarried 

before December 6, 2003 that are received after December 15, 

2004.) 

 

¶ Surviving Spouses of certain totally disabled veterans whose 

disability may not have been the cause of death  

 

Other Eligible Beneficiaries 

You may also apply for eligibility if you fall into one of the following 

categories: 

¶ Certain U.S. citizens who served in the armed forces of a 

government allied with the United States in World War II 

 

¶ Individuals with service as members in certain organizations, such 

as Public Health Service officers, cadets at the United States 

Military, Air Force, or Coast Guard Academy, midshipmen at the 

United States Naval Academy, officers of National Oceanic & 

Atmospheric Administration, merchant seaman with World War II 

service, and others 
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Restoration of Entitlement 

Veterans can have previously-used entitlement "restored" to purchase 

another home with a VA loan if: 

¶ The property purchased with the prior VA loan has been sold and 

the loan paid in full, or 

 

¶ A qualified Veteran-transferee (buyer) agrees to assume the VA 

loan and substitute his or her entitlement for the same amount of 

entitlement originally used by the Veteran seller. The entitlement 

may also be restored one time only if the Veteran has repaid the 

prior VA loan in full, but has not disposed of the property 

purchased with the prior VA loan. Remaining entitlement and 

restoration of entitlement can be requested through the VA 

Eligibility Center by completing VA Form 26-1880.  

 

Certificate of Eligibility
26

 

After establishing that you are eligible, you will need a Certificate of 

Eligibility (COE). The COE verifies to the lender that you are eligible for 

a VA-backed loan. This page describes the evidence you submit to verify 

your eligibility for a VA home loan and how to submit the evidence and 

obtain a COE. 

 

Evidence Needed 

The evidence you need depends on the nature of your eligibility. Consult 

the table below to determine your category and the evidence you will need 

when applying. 
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Appendix A3 

Category Evidence To Apply 

Veteran 

DD Form 214 - required to have a copy showing the character of service 

(item 24) and the narrative reason for separation (item 28). 
Current or former National Guard or Reserve member 

who has been activated Federal active service 

Active Duty Servicemember 

A current statement of service: 

¶ signed by (or by the direction of): 
the adjutant, personnel office, or commander of the unit or higher 

headquarters 

¶ showing: 
Your full name 

Social Security Number 

Date of birth 

Entry date on active duty 

The duration of any lost time 

The name of the command providing the information 

Current National Guard or Reserve member who 

has never been Federal active service 

Statement of service: 

¶ signed by (or by the direction of): 
the adjutant, personnel officer or commander of your unit or higher 

headquarters 

¶ showing: 
Your full name 

Social Security Number 

Date of birth 

Entry date on duty 

The total number of creditable years of service 

The duration of any lost time 

The name of the command providing the information 

Discharged member of the National Guard who 

has never been activated for Federal active service 

NGB Form 22, Report of Separation and Record of Service, for each period 

of National Guard service 

-OR- 
NGB Form 23, Retirement Points Accounting, and proof of the character of 

service 

Discharged member of the Selected Reserve who 

has never been activated for Federal active service 

Copy of your latest annual retirement points statement and evidence of 

honorable service 

If you are a Surviving Spouse in Receipt of DIC 

(Dependency & Indemnity Compensation) benefits 

Submit VA form 26-1817 and veteranôs DD214 ( if available) 

Include veteranôs and surviving spouseôs social security number on the 26-

1817 form 

If you are a Surviving Spouse and are not receiving DIC 

(Dependency & Indemnity Compensation) benefits 

Submit the following to the appropriate Compensation and Pension office: 

- VA form 21-534 

- DD214 (if available) 

- Marriage License 

- Death Certificate or DD Form 1300 ï Report of Casualty 

- Please find the mailing address for your state to send the VA 21-534 on 

the following link. PMC States  

 

 

Applying for a COE 

http://www.vba.va.gov/pubs/forms/VBA-26-1817-ARE.pdf
http://www.vba.va.gov/pubs/forms/VBA-21-534-ARE.pdf
http://www.benefits.va.gov/HOMELOANS/documents/docs/pmcaddress.pdf
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After gathering the evidence you need, you can apply for your Certificate 

of Eligibility  (COE) in the following ways. 

Servicemembers, Veterans, and National Guard and Reserve 

Members 

Apply online 

To get your Certificate of Eligibility (COE) online, please go to 

the eBenefits portal. If you already have login credentials, click the Login 

box, and if you need login credentials, please click the Register box and 

follow the directions on the screen.  If you need any assistance please call 

the eBenefits Help Desk at 1-800-983-0937.  Their hours are Monday-

Friday, 8am to 8pm EST. 

Apply through your lender 

Most lenders have access to the Web LGY system. This Internet-based 

application can establish eligibility and issue an online COE in a matter of 

seconds. Not all cases can be processed through Web LGY - only those for 

which VA has sufficient data in our records. However, Veterans are 

encouraged to ask their lenders about this method of obtaining a 

certificate. 

Apply by mail 

Use VA Form 26-1880, Request for Certificate of Eligibility
27

. 

Surviving Spouses 

Spouses can take the VA form 26-1817 to their lender for processing (see 

Apply Through Lender above) or may mail the 26-1817 and DD214 (if 

available) to the following address: 

Download VA Form 26-1817
28

, Request for Determination of Loan 

Guaranty Eligibility  - Unmarried Surviving Spouses 

If you can't print the form, just call 1-877-827-3702 and follow the 

prompts for Eligibility and we will mail the form to you. 

Send the completed form to: 

VA Loan Eligibility Center 
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http://www.benefits.va.gov/HOMELOANS/purchaseco_certificate.asp
http://www.benefits.va.gov/HOMELOANS/purchaseco_certificate.asp
http://www.ebenefits.va.gov/
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http://www.military.com/Data/MIB/Finance/Content/Files/form_26-1880.pdf
http://www.vba.va.gov/pubs/forms/VBA-26-1817-ARE.pdf
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Attn: COE (262) 

PO Box 100034 

Decatur, GA 30031 

 

Loan Limits
29

 

VA does not set a cap on how much you can borrow to finance your home. 

However, there are limits on the amount of liability VA can assume, 

which usually affects the amount of money an institution will lend you. 

The loan limits are the amount a qualified Veteran with full entitlement 

may be able to borrow without making a downpayment. These loan limits 

vary by county, since the value of a house depends in part on its location. 

The basic entitlement available to each eligible Veteran is $36,000. 

Lenders will generally loan up to 4 times a Veteran's available entitlement 

without a down payment, provided the Veteran is income and credit 

qualified and the property appraises for the asking price. 

VA county loan limit: 

¶ VA's 2017 Loan Limits are the same as the Federal Housing 

Finance Agency's limits - 2017 Loan Limits (Effective January 1, 

2017).  

For purposes of determining the VA guaranty, lenders are instructed to 

reference only the One-Unit Limit column in the FHFA Table ñFannie 

Mae and Freddie Mac Maximum Loan Limits for Mortgages Acquired in 

Calendar Year 2017 and Originated after 10/1/2011 or before 7/1/2007ò. 

 

2016 Loan Limits are found the 2017 Conforming Loan Limits table
30

 

under ñPrevious Announced Loan Limitsò and referring only to the One-

Unit Limit column. 
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 https://www.fhfa.gov/DataTools/Downloads/Pages/Conforming-Loan-Limits.aspx  
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Time to Think 1.5 
   

1. To prove eligibility a prospect must secure a:  _COE / CERTIFICATE 

_______OF ELIGIBILITY __________________________________. 

2. What is the cap on how much someone can borrow to finance a home? 

_________NONE_________________________________________. 

3. Duane Gomer served from 11/55 to 8/58.   How many continuous days 

of service must he show?   _________________181______________. 

Remaining Entitlement 

Veterans who had a VA loan before may still have "remaining 

entitlement" to use for another VA loan. Most lenders require that a 

combination of the guaranty entitlement and any cash down payment must 

equal at least 25 percent of the reasonable value or sales price of the 

property, whichever is less. Thus, for example, $23,500 remaining 

entitlement would probably meet a lender's minimum guaranty 

requirement for a no-down payment loan to buy a property valued at and 

selling for $94,000. You could also combine a down payment with the 

remaining entitlement for a larger loan amount. 

 

Buying Process
31

 

In most cases, you need to follow these steps to get a VA home loan. 

Eligibility Requirements for VA Home Loans 

Find a real estate professional to work with. Perhaps a friend has someone 

to recommend. Or you could look under "Real Estate" in your yellow 

pages or on the web. 

Find a Lender 
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Locate a lending institution that participates in the VA program. You may 

want to get "pre-qualified" at this point - that is, find out how big a loan 

you can afford. Lenders set their own interest rates, discount points, and 

closing points, so you may want to shop around. 

 

Get a Certificate of Eligibility  

The Certificate of Eligibility  (COE) verifies to the lender that you meet the 

eligibility requirements for a VA loan. Learn more about the evidence you 

submit and how to apply for a COE on our Eligibility  page. 

 

Find a Home and Sign a Purchase Agreement 

Work with a real estate professional and negotiate a purchase agreement. 

Make sure the purchase and sales agreement contains a "VA Option 

Clause." 

Here's a sample of a "VA Option Clause": 

"It  is expressly agreed that, notwithstanding any other provisions of this 

contract, the purchaser shall not incur any penalty by forfeiture of earnest 

money or otherwise be obligated to complete the purchase of the property 

described herein, if the contract purchase price or cost exceeds the 

reasonable value of the property established by the Department of 

Veterans Affairs. The purchaser shall, however, have the privilege and 

option of proceeding with the consummation of this contract without 

regard to the amount of the reasonable value established by the 

Department of Veterans Affairs." 

You may also want the purchase agreement to allow you to "escape" from 

the contract without penalty if you can't get a VA loan. 

 

Apply for your VA Loan  

Work with the lender to complete a loan application and gather the needed 

documents, such as pay stubs and bank statements. 

 

http://www.benefits.va.gov/HOMELOANS/purchaseco_certificate.asp
http://www.benefits.va.gov/HOMELOANS/purchaseco_eligibility.asp
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Loan Processing 

The lender orders a VA appraisal and begins to "process" all the credit and 

income information. 

(Note: VA's appraisal is not a home inspection or a guaranty of value. It's 

just an estimate of the market value on the date of the inspection. Although 

the appraiser does look for obviously needed repairs, VA doesn't 

guarantee the condition of the house. The appraiser, who is licensed, is 

not a VA employee. The lender can't request a specific appraiser; 

assignments are made on a rotating basis.) 

The lending institution reviews the appraisal and all the documentation of 

credit, income, and assets. The lender then decides whether the loan 

should be granted. 

 

Closing 

The lender chooses a title company, an attorney, or one of their own 

representatives to conduct the closing. This person will coordinate the 

date/time and the property is transferred. If you have any questions during 

the process that the lender can't answer to your satisfaction, please contact 

VA at your Regional Loan Center. 

 

Interest Rate Reduction Refinance Loan32
 

The VA Interest Rate Reduction Refinance Loan (IRRRL) lowers your 

interest rate by refinancing your existing VA home loan. By obtaining a 

lower interest rate, your monthly mortgage payment should decrease. You 

can also refinance an adjustable rate mortgage (ARM) into a fixed rate 

mortgage. 

Since 1992, the Native American Veteran Direct Loan (NADL) program 

has provided eligible Native American Veterans and their spouses the 

opportunity to use their Department of Veterans Affairs (VA) home loan 

guaranty benefit on Federal trust land. 
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Time to Think 1.6 
   
1. When negotiating a purchase agreement for a VA loan, the agent must 

consider a ____________VA OPTION____________________ clause. 

2. (TRUE or FALSE) The VA appraisal is a guarantee of value. 

3. The Title company will be chosen by the _________Lender_____________. 
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Chapter 1 

FINAL EXAM   

 

1. An offer made in good faith ___________bona fide___________. 

2. Is a Reverse Mortgage a Traditional Mortgage ________No ______.   

3. What is a Traditional Mortgage________30 year fixed_________.  

4. What is the percentage maximum that a RM borrower can receive on 

a fixed rate loan______________60________________. 

5. An equity line of credit builds at what rate ______rate of interest__ 

________for that year__________________. 

6. LESA stands for ________Life Expectancy Set-aside____________. 

7. Making a borrower buy an annuity to get a RM is called 

________cross selling ___________. 

8. The maximum commission is ______$6,000 ____________. 

9. A VA loan is guaranteed or insured by the U.S. ______insured____. 

10. What is the biggest complaint of sellers when refusing a VA offer 

________________costs to them___________. 

11. What loan has the lowest default record over the last 20 years     

________________VA___________. 

12. COE stands for _________Certificate of Eligibility_____________. 

13. When was the maximum loan limit on VA Loans raised to $636,150 

________________1/1/17_________________________. 
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14. Another name used by Boomers for the VA Loan is 

__________GI Loan_________________________. 

15. How much is the monthly payment reduced for a Non-Borrowing 

Spouse if the Borrower dies _______________all_____________. 

16. What is the minimum age for a Non-Borrowing Spouse 

________________none listed_________________________. 
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Chapter 2 
 

ETHICS 
 

Section 1 

INTRODUCTION  

Every NMLS CE class must by regulation include two hours of Ethics. It 

seems simple, but it is not. There have been lawsuits after lawsuits for 

many decades where the definition of Ethics differed for different parties 

including lenders, mortgage originators, processors, appraisers, lawyers, 

judges, regulators, etc. and of course consumers and customers. There are 

many professional associations who have studied this topic and developed 

their own rules or codes of ethics. One of the more professional is from 

the Mortgage Bankers Association.  

What does it cover?    

The Mortgage Banker must maintain and continually improve the 

professional standards of his calling. He shares with his fellow Mortgage 

Banker a common responsibility for the integrity and honor of that calling. 

He can accept no safer guide than that which has been handed down 

through the Golden Rule, in substance: 

ñWhatsoever ye would that men should do unto you do ye even so unto 

them.ò 

Therefore, with the acceptance of this standard as his own, let each 

member of our Association pledge himself to observe its spirit in all his 

dealings, and to conduct his business in accordance with a Code of Ethics. 

(Note we can discuss the gender notation and the biblical reference in the 

Code at a different time)  

There are 15 Articles in the Code: They are all important, but for this 

treatment we will abbreviate some of the listings.  

Article I  
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Keep himself informed as to financial and economic matters affecting his 

community, state, and nation. 

Article II  

Be well informed on current mortgage market conditions in order that he 

may be in a position to serve all parties concerned in a fair and intelligent 

manner. 

Article III  

To protect all with whom he has dealings against fraud, misrepresentation 

or unethical practices, of any nature, within the scope of the mortgage 

banking profession. 

Article IV  

Should adopt a policy which will enable him to avoid errors, exaggeration, 

misrepresentation, or the concealment of any pertinent facts. 

Article V  

Should never be instrumental in introducing into his community a 

detrimental character of property thereof. 

Article VI  

Should not be a party to false representation in the handling of Deeds, 

Mortgages, etc. 

Article VII  

Should not engage in activities constituting the practice of law.  Clients 

should be referred to legal counsel. 

Article VIII  

In his advertising, should be particular and careful to present only true 

facts. 

Article IX  

Should see that financial obligations and commitments regarding 

mortgage banking transactions are in writing, express the exact agreement 
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of the parties, and that the interested parties be supplied with copies 

thereof.  

Article X  

In the management of property, should not accept any commission, rebate 

or profit on expenditures made for the owner, without the ownerôs 

knowledge and consent. 

Article XI  

Should charge for his services only such fees as are fair and reasonable, 

and which are in accordance with ethical practice in similar transactions. 

Article XII  

Should never condone or engage in or be a party to questionable appraisal 

practices.                       

Article XIII  

Should so conduct his business as to refrain from casting aspersions on his 

fellow Mortgage Bankers. 

Article XIV  

Should be willing to exchange ideas and experience which will improve 

mortgage servicing, reduce delinquencies and foreclosures. 

Article XV  

No inducement of profit and no pressure, direct or indirect, can justify 

departure from the principles set forth in the Code of Ethics. 

Now that is excellent information that should be communicated to all 

associates, affiliates, and other personnel. Periodic reviews of the material 

could prove most valuable. In California Brokers are responsible for all 

people licensed under their control. The Standard of Control always 

mentioned is "Reasonable Supervision" and that would most certainly 

cover Ethics and Overall Conduct.  

There is also a Standard of Care citation in the California Civil Code 

Section 2079.2.    
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2079.2
33

  The standard of care owed by a broker under this article is the 

degree of care that a reasonably prudent real estate licensee would 

exercise and is measured by the degree of knowledge through education, 

experience, and examination, required to obtain a license under Division 4 

(commencing with Section 10000) of the Business and Professions Code. 

Another important aspect of the care of a Mortgage Loan Originator is that 

they are considered to have a Fiduciary Duty to their clients. Fiduciary 

duties are the highest duties known to the law. Classic examples of 

fiduciaries are trustees, executors, and guardians and again, do not forget 

anybody with a NMLS license.  

 

You look out for the objectives and benefits of all clients, first and 

foremost. As the old Sarge used to say in the outstanding TV Show, "Hill 

Street Blues", "Now you be careful out there." It would not be amiss to say 

that to your Associates when they leave the office for an appointment.  

 

FIDUCIARY DUTIES
34

 

A real estate broker who becomes an agent of a seller or buyer, either 

intentionally through the execution of a written agreement, or 

unintentionally by a course of conduct, will be deemed to be a fiduciary. 

Fiduciary duties are the highest duties known to the law. Classic examples 

of fiduciaries are trustees, executors, and guardians.  

Loyalty  

A duty of loyalty is one of the most fundamental fiduciary duties owed by 

an agent to his principal. This duty obligates a broker to act at all times 

solely in the best interests of his principal to the exclusion of all other 

interests, including the brokerôs own self-interest. 

Confidentiality  

An agent is obligated to safeguard his principalôs confidence and secrets. A 

broker, therefore, must keep confidential any information that might 

weaken his principalôs bargaining position if it were revealed. 

Disclosure 
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 https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=CIV&sectionNum=2079.2.  
34

 https://www.nar.realtor/sites/default/files/handouts-and-brochures/2014/nar-fiduciary-duty-032213.pdf  

https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=CIV&sectionNum=2079.2
https://www.nar.realtor/sites/default/files/handouts-and-brochures/2014/nar-fiduciary-duty-032213.pdf
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An agent is obligated to disclose to his principal all relevant and material 

information that the agent knows and that pertains to the scope of the 

agency.  

CAVEAT: An agentôs duty of disclosure to his principal must not be 

confused with a real estate brokerôs duty to disclose to non-principals any 

known material facts concerning the value of the property. This duty to 

disclose known material facts is based upon a real estate brokerôs duty to 

treat all persons honestly and fairly. This duty of honesty and fairness does 

not depend on the existence of an agency relationship. 

Obedience 

An agent is obligated to obey promptly and efficiently all lawful 

instructions of his principal. However, this duty plainly does not include an 

obligation to obey any unlawful instructions. 

BTW, there is another Code of Ethics from the National Association of 

Mortgage Brokers
35

. This one is concise, brief, pithy, and short, and 

somewhat clear. 

CODE OF ETHICS 

The members of NAMB ï The Association of Mortgage Professionals, 

believing that the interests of the public and private sector are best served 

through the voluntary observance of ethical standards of practice, hereby 

subscribe to the following Code of Ethics. 

HONESTY & INTEGRITY 

NAMB members shall conduct business in a manner reflecting honesty, 

honor, and integrity. 

PROFESSIONAL CONDUCT 

NAMB members shall conduct their business activities in a professional 

manner. Members shall not pressure any provider of services, goods or 

facilities to circumvent industry professional standards. Equally, Members 

shall not respond to any such pressure placed upon them. 
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 http://www.namb.org/images/namb/Ethics/Code_Of_Ethics.pdf  

http://www.namb.org/images/namb/Ethics/Code_Of_Ethics.pdf
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HONESTY IN ADVERTISING 

NAMB members shall provide accurate information in all advertisements 

and solicitations. 

CONFIDENTIALITY 

NAMB members shall not disclose unauthorized confidential information. 

COMPLIANCE WITH LAW 

NAMB members shall conduct their business in compliance with all 

applicable laws and regulations. 

DISCLOSURE OF FINANCIAL INTERESTS 

NAMB members shall disclose any equity or financial interest they may 

have in the collateral being offered to secure a loan. 

To follow these rules:  You must be honest, professional, honest, 

compliant, show integrity, and confidential and be sure to disclose financial 

interests. Another way to say all this:  You must be trustworthy, loyal, 

helpful, friendly, courteous, kind, obedient, cheerful, thrifty, brave, clean, 

and reverent. While you are at it, you might also repeat: On my honor I will 

do my best to do my duty to God and my country and to obey all laws, to 

help other people at all times; to keep myself physically strong, mentally 

awake, and morally straight. Boy scoutôs oath and law. 

 

 

Time to Think 2.1 
   

1. Being Ethical all the time is easy.   (TRUE or FALSE) 

2. The highest duty that you can have is a _______Fiduciary______ duty. 

3. An agent is obligated to obey _______all lawful instructions of     ___ 

______his/her_principal______  promptly. 
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EDUCATION  

You are to conduct your business at all times in compliance with all laws 

and to be well informed on current mortgage market conditions in order 

that you may be in a position to serve all parties concerned in a fair and 

intelligent manner. To do this I believe you should have some 

understanding of the history of Regulations of the Mortgage Industry. Letôs 

start at the very beginning, a very good place to start. 

 

 

FEDERAL RESERVE  

What was the '1913 Federal Reserve Act'
36

? 

¶ The 1913 Federal Reserve Act was a U.S. legislation that created the 

current Federal Reserve System.  

 

¶ The Federal Reserve Act intended to establish a form of economic 

stability in the United States through the introduction of the Central 

Bank, which would be in charge of monetary policy.  

 

¶ The Federal Reserve Act is perhaps one of the most influential laws 

concerning the U.S. financial system.  

 

¶ Prior to 1913, financial panics were common occurrences, as investors 

were unsure about the safety of their deposits.  

 

¶ Private financiers such as J.P. Morgan, who bailed out the federal 

government in 1895, often provided lines of credit to provide stability 

in the financial sector. 

 

¶ The Federal Reserve Act, signed into law by President Woodrow 

Wilson, gave the 12 Federal Reserve banks the ability to print money 

in order to ensure economic stability.  

 

¶ More specifically, the Federal Reserve System created the dual 

mandate to maximize employment and keep inflation low. 

 

¶ In addition to printing money, the Fed received the power to adjust the 

discount rate/the fed funds rate and buy and sell U.S. treasuries.  
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 http://www.federalreservehistory.org/Events/DetailView/10  

http://www.investopedia.com/terms/f/federalreservesystem.asp
http://www.investopedia.com/terms/c/centralbank.asp
http://www.investopedia.com/terms/c/centralbank.asp
http://www.investopedia.com/terms/m/monetarypolicy.asp
http://www.investopedia.com/terms/f/financial-system.asp
http://www.investopedia.com/terms/f/federalreservebank.asp
http://www.investopedia.com/video/play/feds-discount-rate/
http://www.investopedia.com/video/play/feds-discount-rate/
http://www.investopedia.com/terms/u/ustreasury.asp
http://www.federalreservehistory.org/Events/DetailView/10
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¶ The federal funds rate, or the interest rate at which depository 

institutions lend funds maintained at the Federal Reserve to one 

another overnight, has a major influence on the available credit and the 

interest rates in the United States, and is a measure to ensure the 

largest banking institutions do not find themselves short on liquidity.  

 

¶ As of 2016, central banks across the globe use a tool known as 

quantitative easing to expand private credit, lowering interest rates and 

leading to increased investment and commercial activity.  

 

¶ Quantitative easing is mainly used to stimulate economies during 

recessions, when credit is scarce. 

 

¶ Through the monetary tools at its disposal, the Federal Reserve 

attempts to smooth the booms and busts of the economic cycle, or 

maintain adequate bases of money and credit for current production 

levels.  

 

¶ The 12 Federal Reserve banks, each in charge of a regional district, are 

in Boston, New York, Philadelphia, Cleveland, Richmond, St. Louis, 

Atlanta, Chicago, Minneapolis, Kansas City, Dallas and San 

Francisco.  

 

¶ A governor nominated by the President and approved by the U.S. 

Senate leads each regional bank; together they make up the Board of 

Governors.  

 

¶ Terms are for a 15-years period, and appointments are staggered by 

two years to limit the power of the President. Also, law dictates that 

appointments be representative of all broad sectors of the U.S. 

economy. 

 

¶ The federal discount rate is the interest rate set by the Federal Reserve 

on loans offered to eligible commercial banks or 

other depository institutions as a measure to reduce liquidity problems 

and the pressures of reserve requirements.  

 

¶ The discount rate allows the federal reserve to control the supply of 

money and is used to assure stability in the financial markets.  

 

¶ Institutions in sound financial condition are eligible to borrow from 

their regional Federal Reserve banks at a primary credit, or discount, 

rate.  

 

http://www.investopedia.com/terms/c/commercialbank.asp
http://www.investopedia.com/terms/d/depository.asp
http://www.investopedia.com/terms/r/requiredreserves.asp
http://www.investopedia.com/terms/d/discountrate.asp
http://www.investopedia.com/terms/f/financial-market.asp
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¶ These loans are normally extended on an overnight basis for the 

purpose of banks meeting short-term liquidity needs.  

 

¶ Funds for commercial banks borrowed from the Fed to improve 

their money supply are processed through the discount window, and 

the rate is reviewed every 14 days. The federal discount rate is one of 

the most important indicators in the economy, as all other interest rates 

move up and down with it.  

 

¶ The federal discount rate
37

 is used as a tool to either stimulate 

(expansionary monetary policy) or rein in (contractionary monetary 

policy) the economy.  

 

¶ A decrease in the discount rate makes it cheaper for commercial banks 

to borrow money, which results in an increase in available credit and 

lending activity throughout the economy.  

 

¶ Conversely, a raised discount rate makes it more expensive for banks 

to borrow and thereby diminishes the money supply while retracting 

investment activity.  

 

¶ The Federal Open Market Committee (FOMC)
38

 is the branch of 

the Federal Reserve Board that determines the direction of monetary 

policy. 

 

¶ The FOMC is composed of the board of governors, which has seven 

members, and five Reserve Bank presidents.  

 

¶ Through open market operations, adjusting the discount rate and 

setting bank reserve requirements, the Federal Reserve possesses the 

tools necessary to increase or decrease the money supply.  

 

¶ The Fed's Board of Governors is in charge of setting the discount rate 

and reserve requirements, while the FOMC is specifically in charge of 

open market operations, which entails the buying and selling 

of government securities.  

 

¶ For example, to tighten the money supply, decreasing the amount of 

money available in the banking system, the Fed sells government 

securities. 
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 http://www.investopedia.com/terms/f/federal_discount_rate.asp  
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 http://www.investopedia.com/terms/f/fomc.asp  

http://www.investopedia.com/video/play/commercial-bank/
http://www.investopedia.com/terms/m/moneysupply.asp
http://www.investopedia.com/terms/d/discountwindow.asp
http://www.investopedia.com/terms/f/frb.asp
http://www.investopedia.com/terms/m/monetarypolicy.asp
http://www.investopedia.com/terms/m/monetarypolicy.asp
http://www.investopedia.com/terms/b/board-of-governors.asp
http://www.investopedia.com/terms/d/discountrate.asp
http://www.investopedia.com/terms/m/moneysupply.asp
http://www.investopedia.com/terms/g/governmentsecurity.asp
http://www.investopedia.com/video/play/supply/
http://www.investopedia.com/terms/f/federal_discount_rate.asp
http://www.investopedia.com/terms/f/fomc.asp
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¶ The interaction of all the Fed's policy tools determines the federal 

funds rate, or the rate at which depository institutions lend their 

balances at the Federal Reserve to each other on an overnight basis.  

 

¶ The federal funds rate, in turn, influences other short-term and long-

term interest rates, foreign exchange rates, the supply of credit and 

demand for investment, employment, and economic output. 

 

BANKING ACT OF 1933; COMMONLY CALLED 

GLASS-STEAGALL
39

 

¶ The emergency legislation that was passed within days of President 

Franklin Roosevelt taking office in March 1933 was just the start of 

the process to restore confidence in the banking system.  

 

¶ Congress saw the need for substantial reform of the banking system, 

which eventually came in the Banking Act of 1933, or the Glass-

Steagall Act.  

 

¶ The bill was designed ñto provide for the safer and more effective use 
of the assets of banks, to regulate interbank control, to prevent the 

undue diversion of funds into speculative operations, and for other 

purposes.ò  

 

¶ On June 16, 1933, President Roosevelt signed the bill into law.  

 

¶ An important motivation for the act was the desire to restrict the use of 

bank credit for speculation and to direct bank credit into what Glass 

and others thought to be more productive uses, such as industry, 

commerce, and agriculture. 

 

¶ The main provisions of the Banking Act of 1933 effectively separated 

commercial banking from investment banking.  

 

¶ Basically, commercial banks, which took in deposits and made loans, 

were no longer allowed to underwrite or deal in securities, while 

investment banks, which underwrote and dealt in securities, were no 

longer allowed to have close connections to commercial banks, such as 

overlapping directorships or common ownership.  
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 http://www.federalreservehistory.org/Events/DetailView/25  

http://www.federalreservehistory.org/Events/DetailView/25
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¶ The act also gave tighter regulation of national banks to the Federal 

Reserve System, requiring holding companies and other affiliates of 

state member banks to make three reports annually to their Federal 

Reserve Bank and to the Federal Reserve Board.  

 

¶ Another important provision of the act created the Federal Deposit 

Insurance Corporation (FDIC), which insures bank deposits with a 

pool of money collected from banks. 

 

¶ A temporary fund became effective in January 1934, insuring deposits 

up to $2,500. The fund became permanent in July 1934 and the limit 

was raised to $5,000. This limit was raised numerous times over the 

years until reaching the current $250,000.  

 

¶ Prior to the passage of the act, there were no restrictions on the right of 

a bank officer of a member bank to borrow from that bank.  

 

¶ In addition, the act introduced what later became known as Regulation 

Q, which mandated that interest could not be paid on checking 

accounts and gave the Federal Reserve authority to establish ceilings 

on the interest that could be paid on other kinds of deposits. 

 

 

 

Time to Think 2.2 
   

1. Who was president when the Federal Reserve was passed?  

____________Wilson____________________. 

2. The tool used to stimulate economies is  

____________quantitative easing ____________________. 

3. The Fed Bank in California is in ___The City by the Bay__________. 
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GRAMM -LEACH -BLILEY ACT
40

 

¶ The GrammïLeachïBliley Act (GLBA), also known as the Financial 

Services Modernization Act of 1999, enacted November 12, 1999), is 

an act of the 106th United States Congress (1999ï2001).  

 

¶ It repealed part of the GlassïSteagall Act of 1933, removing barriers in 

the market among banking companies, securities companies 

and insurance companies that prohibited any one institution from 

acting as any combination of an investment bank, a commercial bank, 

and an insurance company.  

 

¶ With the bipartisan passage of the GrammïLeachïBliley Act, 

commercial banks, investment banks, securities firms, and insurance 

companies were allowed to consolidate.  

 

¶ Furthermore, it failed to give to the SEC or any other financial 

regulatory agency the authority to regulate large investment bank 

holding companies. 

 

¶ The law also repealed GlassïSteagall's conflict of interest prohibitions 

"against simultaneous service by any officer, director, or employee of 

a securities firm as an officer, director, or employee of any member 

bank". 
 

Changes caused by the Act 

 

¶ Many of the largest banks, brokerages, and insurance companies 

desired the Act at the time. The justification was that individuals 

usually put more money into investments when the economy is doing 

well, but they put most of their money into savings accounts when the 

economy turns bad. With the new Act, they would be able to do both 

'savings' and 'investment' at the same financial institution, which 

would be able to do well in both good and bad economic times. 

 

¶ Crucial to the passing of this Act was an amendment made to the GLB, 

stating that no merger may go ahead if any of the financial holding 

institutions, or affiliates thereof, received a "less than satisfactory [sic] 

rating at its most recent CRA exam". 
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¶ GLBA also did not remove the restrictions on banks placed by 

the Bank Holding Company Act of 1956 which prevented financial 

institutions from owning non-financial corporations.  

 

¶ Some restrictions remain to provide some amount of separation 

between the investment and commercial banking operations of a 

company. For example, licensed bankers must have separate business 

cards, e.g., "Personal Banker, Wells Fargo Bank" and "Investment 

Consultant, Wells Fargo Private Client Services". Much of the debate 

about financial privacy is specifically centered around allowing or 

preventing the banking, brokerage, and insurances divisions of a 

company from working together. 

 

Financial Privacy Rule 

 

The Financial Privacy Rule requires financial institutions to provide each 

consumer with a privacy notice at the time the consumer relationship is 

established and annually thereafter.  

 

¶ The privacy notice must explain the information collected about the 

consumer, where that information is shared, how that information is 

used, and how that information is protected. 

 

¶ The notice must also identify the consumerôs right to opt out of the 
information being shared with unaffiliated parties pursuant to the 

provisions of the Fair Credit Reporting Act.  

 

¶ Should the privacy policy change at any point in time, the consumer 

must be notified again for acceptance.  

 

¶ Each time the privacy notice is reestablished, the consumer has the 

right to opt out again. The unaffiliated parties receiving the nonpublic 

information are held to the acceptance terms of the consumer under the 

original relationship agreement. In summary, the financial privacy rule 

provides for a privacy policy agreement between the company and the 

consumer pertaining to the protection of the consumerôs personal 

nonpublic information. 

 

¶ GLBA defines financial institutions as: "companies that offer financial 

products or services to individuals, like loans, financial or investment 

advice, or insurance". The Federal Trade Commission (FTC) has 

jurisdiction over financial institutions. 

 

https://en.wikipedia.org/wiki/Bank_Holding_Company_Act_of_1956
https://en.wikipedia.org/wiki/General_Securities_Representative_Exam
https://en.wikipedia.org/wiki/Financial_privacy
https://en.wikipedia.org/wiki/Fair_Credit_Reporting_Act
https://en.wikipedia.org/wiki/Privacy_policy
https://en.wikipedia.org/wiki/Federal_Trade_Commission
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¶ The privacy notice must also explain to the customer the opportunity 

to óopt outô. Opting out means that the client can say "no" to allowing 

their information to be shared with affiliated parties. 

Safeguards Rule 

¶ The Safeguards Rule requires financial institutions to develop a 

written information security plan that describes how the company is 

prepared for, and plans to continue to protect clientsô nonpublic 

personal information. 

 

¶ The Safeguards Rule forces financial institutions to take a closer look 

at how they manage private data and to do a risk analysis on their 

current processes. No process is perfect, so this has meant that every 

financial institution has had to make some effort to comply with the 

GLB. 

Pretexting protection 

¶ Pretexting (sometimes referred to as "social engineering") occurs when 

someone tries to gain access to personal nonpublic information 

without proper authority to do so.  

 

¶ This may entail requesting private information while impersonating 

the account holder, by phone, by mail, by email, or even by "phishing" 

(i.e., using a phony website or email to collect data). 

 

Á GLBA encourages the organizations covered by GLBA to implement 

safeguards against pretexting. 

Criticisms 

¶ The act is "often cited as a cause" of the 2007 subprime mortgage 

financial crisis "even by some of its onetime supporters." 

 

¶ Its passage, critics also say, cleared the way for companies that 

were too big and intertwined to fail. 

 

¶ Nobel Prize-winning economist Joseph Stiglitz has also argued that the 

Act helped to create the crisis.  In an article in The Nation, Mark 

Sumner asserted that the GrammïLeachïBliley Act was responsible 

for the creation of entities that took on more risk due to their being 

considered "too big to fail"
41

. 
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¶ If GLB was the problem, the crisis would have been expected to have 

originated in Europe where they never had GlassïSteagall 

requirements to begin with. Also, the financial firms that failed in this 

crisis, like Lehman, were the least diversified and the ones that 

survived, like J.P. Morgan, were the most diversified.  

 

¶ Bill Clinton, as well as economists Brad DeLong and Tyler 

Cowen have all argued that the GrammïLeachïBliley Act softened the 

impact of the crisis. 

 

¶ If the act was "part of the problem, it would be the commercial banks, 

not the investment banks, that were in trouble" and repeal would not 

have helped the situation. 

 

THE FAMOUS OR INFAMOUS  DODD FRANK ACT
42

 

Or the official name, Dodd-Frank Wall Street Reform and Consumer 

Protection Act. This extensive regulation was signed into law on July 21, 

2010. It was controversial at its inception and is still controversial today. 

Everyone has an opinion. Presently there are some lawsuits in different 

stages in the courts, there are bills pending in Congress, and discussions 

every day on what will happen to the Act now that there is a Republican in 

the White House. 

This Act has changed the lending industry. It would be good for all loan 

originators to understand the basic concepts of the regulations to better 

educate and protect their clients. As we all know, one of the most major 

sections of the law established the famous or infamous Consumer 

Financial Protection Bureau. This Bureau has been extremely important in 

the lending industry. 

The stated aim of the legislation was:   To promote the financial stability 

of the United States by improving accountability and transparency in the 

financial system, to end "too big to fail", to protect the American taxpayer 

by ending bailouts, to protect consumers from abusive financial services 

practices, and for other purposes.  

The Act is categorized into sixteen titles and, by one law firm's count, it 

requires that regulators create 243 rules, conduct 67 studies, and issue 22 

periodic reports. 
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Origins and Proposals 

¶ The financial crisis of 2007ï2010 led to widespread calls for changes 

in the regulatory system.  

 

¶ In June 2009, President Obama introduced a proposal for a "sweeping 

overhaul of the United States financial regulatory system, a 

transformation on a scale not seen since the reforms that followed the 

Great Depression". 

 

¶ Major components of Obama's original proposal, listed by the order in 

which they appear in the "A New Foundation" outline,
 
include: 

 

o The consolidation of regulatory agencies, elimination of the 

national thrift charter, and new oversight council to evaluate 

systemic risk; 
 

o Comprehensive regulation of financial markets, including 

increased transparency of derivatives (bringing them 

onto exchanges);  
 

o Consumer protection reforms including a new consumer protection 

agency and uniform standards for "plain vanilla" products as well 

as strengthened investor protection;  
 

o Tools for financial crises, including a "resolution regime" 

complementing the existing Federal Deposit Insurance 

Corporation (FDIC) authority to allow for orderly winding down 

of bankrupt firms, and including a proposal that the Federal 

Reserve (the "Fed") receive authorization from the Treasury for 

extensions of credit in "unusual or exigent circumstances"; 
 

o Various measures aimed at increasing international standards and 

cooperation including proposals related to improved accounting 

and tightened regulation of credit rating agencies.  

 

¶ Congress later added the Volcker Rule to this proposal in January 

2010. 

 

¶ Proxy Access 

 

¶ The conference committee changed the name of the Act from the 

"Restoring American Financial Stability Act of 2010".  
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¶ The House passed the conference report, 237ï192 on June 30, 

2010. On July 15, the Senate passed the Act, 60ï39, basically on party 

lines, Democrats aye, Republicans nay.  

 

¶ President Obama signed the bill into law. 

 

 

 

Time to Think 2.3 
   

1. Who is the head person at the Federal Reserve?  

____________ Janet Yellen ____________________. 

2. The other name of the GLB Act is? 

 _______Financial Services Modernization Act of 1999_______. 

3. What is your opinion of the GLB act?  

_________Either caused crisis or softened crisis _______________. 

 

Provisions 

Orderly Liquidation Authority 

Transfer of Powers to the Comptroller, the FDIC, and the Fed 

Regulation of Advisors to Hedge Funds and Others 

Insurance 

Improvements to Regulation 

Wall Street Transparency and Accountability 

Payment, Clearing, and Settlement Supervision 

Investor Protections and Improvements to the Regulation of Securities 

Bureau of Consumer Financial Protection 
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Federal Reserve System Provisions 

Improving Access to Mainstream Financial Institutions 

Pay It Back Act 

Mortgage Reform and Anti-Predatory Lending Act 

Miscellaneous Provisions 

Section 1256 Contracts 

 

THE MOST IMPORTANT TITLE FOR US IS NUMBER TEN  

Title X - Bureau of Consumer Financial Protection. This section 

established the Consumer Financial Protection Bureau which is still going 

strong. It was formed on July 21, 2011, one year after Dodd Frank became 

the law of the land.  

In 2016 there were 1.623 employees and a budget of $605.9 million. One 

of the larger agencies in Washington.  

¶ The Consumer Financial Protection Bureau (CFPB)
43

 is an agency 

of the United States government responsible for consumer 

protection in the financial sector.  

 

¶ CFPB jurisdiction includes banks, credit unions, securities 

firms, payday lenders, mortgage-servicing 

operations, foreclosure relief services, debt collectors and other 

financial companies operating in the United States.  

 

¶ The CFPB's creation was authorized by the DoddïFrank Wall Street 

Reform and Consumer Protection Act, whose passage in 2010 was a 

legislative response to the financial crisis of 2007ï08 and the 

subsequent Great Recession.  

 

¶ The CFPB was established as an independent agency, but this status is 

being reviewed by the US Court of Appeals.  

 

¶ In July 2010, Congress passed the DoddïFrank Wall Street Reform 

and Consumer Protection Act, during the 111th United States 

Congress in response to the Late-2000s recession and financial crisis.  
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¶ The agency was originally proposed in 2007 by Harvard Law 

School professor Elizabeth Warren. 

 

¶ On September 17, 2010, Obama announced the appointment of 

Warren as Assistant to the President and Special Advisor to the 

Secretary of the Treasury on the Consumer Financial Protection 

Bureau to set up the new agency.  

 

¶ The CFPB formally began operation on July 21, 2011, shortly after 

Obama announced that Warren would be passed over as Director in 

favor of Richard Cordray,
[12]

 who prior to the nomination had been 

hired as chief of enforcement for the agency. 

 

¶ In October 2016, the United States Court of Appeals for the District of 

Columbia Circuit ruled that it was unconstitutional for the CFPB 

Director to be removable by the President of the United States only for 

cause, such as "inefficiency, neglect of duty or malfeasance." 

 

¶ Circuit Judge Brett Kavanaugh, joined by Senior Circuit Judge A. 

Raymond Randolph, wrote that the law was "a threat to individual 

liberty" and instead found that the President could remove the CFPB 

Director at will. 

 

¶ The ruling essentially makes the CFPB part of the United States 

federal executive departments.  

 

¶ A 2013 press release from the House Services Committee (HSC) 

criticized the CFPB for what was described as a "radical structure" that 

"is controlled by a single individual who cannot be fired for poor 

performance and who exercises sole control over the agency, its hiring 

and its budget."  

 

¶ Moreover, the HSC alleged a lack of financial transparency, lack of 

accountability to Congress or the President, and expressed particular 

concern about excessive travel costs and a $55 million renovation of 

CFPB headquarters that was more costly than "the entire annual 

construction and acquisition budget for GSA for the totality of federal 

buildings". 

 

¶ The Bureau is funded by the Federal Reserve which takes it away from 

Congressional Budget control. 
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TRUMP ADMINISTRATION ETC
44

 (From Forbes March 17, 

2017)      

The case before the appeals court is PHH Corp.'s challenge to a $109 

million fine the CFPB levied against it for allegedly violating mortgage 

lending rules. The CFPB, still under the control of Cordray, a Democrat, 

has the authority to represent itself in court and was supported by the 

Justice Dept. under the Obama administration. Both supported the view 

the CFPB's one-person directorate was constitutional. But in a footnote, 

the new administration's lawyers said: "The Department has concluded 

that the better view is that the provision is unconstitutional. The 

Department is working with the CFPB to substitute the CFPBôs own 

attorneys in that litigation." 

The court can order a change in the CFPB's executive structure without 

eliminating the agency entirely, the Justice Dept. said. While Congress 

didn't write a severability clause into the law creating the CFPB, the U.S. 

Supreme Court has ruled that it is permissible for courts to remove an 

unconstitutional feature of such a law without declaring the entire law 

invalid. That would accomplish the Trump administration's goal of 

removing Cordray and putting the CFPB under the control of 

commissioners closer to its ideological side of the aisle. 

Another feature that the Executive Branch wants to change is to have the 

CFPB funded by Congress. 

 

CFPB Case Studies
45

 

Bridgepoint Education, Inc. 

The CFPB today took action against for-profit college chain Bridgepoint 

Education, Inc. for deceiving students into taking out private student loans 

that cost more than advertised. The Bureau is ordering Bridgepoint to 

discharge all outstanding private loans the institution made to its students 

and to refund loan payments already made by borrowers. Loan forgiveness 

and refunds and will total over $23.5 million in automatic consumer relief. 

Bridgepoint must also pay an $8 million civil penalty to the Bureau. 

Access Funding 
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The Consumer Financial Protection Bureau (CFPB) today filed a 

complaint in federal district court against Access Funding, LLC for an 

illegal scheme in which victims of lead-paint poisoning and others signed 

away future settlement payments in exchange for a significantly lower 

lump-sum payout. The CFPB alleges that Access Funding steered victims 

to receive ñindependent adviceò from a sham advisor, an attorney who was 

actually paid directly by the company and provided virtually no advice, 

indicating to consumers that the transactions required little scrutiny. In its 

suit, the CFPB seeks to put an end to the companyôs unlawful practices, 

obtain relief for the harmed consumers, and impose penalties. 

CFPB Takes Action Against Reverse Mortgage Companies for 

Deceptive Advertising 

Three Companies Cited For Falsely Claiming Consumers Could Not Lose 

Their Homes - DEC 07, 2016 

WASHINGTON, D.C. ï Today the Consumer Financial Protection 

Bureau (CFPB) took action against three reverse mortgage companies for 

deceptive advertisements, including claiming that consumers could not 

lose their homes. The CFPB is ordering American Advisors Group, 

Reverse Mortgage Solutions, and Aegean Financial to cease deceptive 

advertising practices, implement systems to ensure they are complying 

with all laws, and pay penalties. 

ñThese companies tricked consumers into believing they could not lose 

their homes with a reverse mortgage,ò said CFPB Director Richard 

Cordray. ñAll mortgage brokers and lenders need to abide by federal 

advertising disclosure requirements in promoting their products.ò 

TransUnion Interactive, Inc., TransUnion, LLC, and TransUnion 

The Consumer Financial Protection Bureau (CFPB) took action against 

TransUnion and its subsidiaries for deceiving consumers about the 

usefulness and actual cost of credit scores they sold to consumers, and for 

luring consumers into costly recurring payments for credit products. The 

CFPB ordered TransUnion to truthfully represent the value of the credit 

scores they provide, and the cost of obtaining those credit scores and other 

services. TransUnion must pay more than $13.9 million in restitution to 

consumers, and fines totaling $3 million to the CFPB. 

Mastercard and UniRush to Pay $10 Million to Consumers Harmed 

by RushCard Technology Breakdown 

Today, we took action against Mastercard and UniRush after preventable 

technological breakdowns in October 2015 left tens of thousands of 

https://www.consumerfinance.gov/about-us/newsroom/cfpb-orders-mastercard-and-unirush-pay-13-million-rushcard-breakdowns-cut-consumers-access-funds/
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RushCard users unable to access their money and without customer 

support. RushCard is a prepaid card advertised as a way to get direct 

deposits, including government benefits or payroll funds ñup to two days 

soonerò by allowing deposits of that money onto the card. Mastercard 

Payment Transaction Services is the payment processor for the RushCard. 

In the weeks following this service disruption, we received more than 800 

complaints from RushCard users about the devastating impact it had on 

their personal finances. We found that Mastercard or UniRush: 

Á Denied consumers access to their own money 

Á Botched the processing of deposits and payments 

Á Gave consumers inaccurate account information 

Á Failed to provide customer service to consumers impacted by the 

breakdowns 

Given these findings, Mastercard and UniRush have been ordered to pay 

an estimated $10 million in restitution to tens of thousands of harmed 

consumers, create a plan to prevent future problems, and pay a $3 million 

civil penalty to the CFPB. Affected consumers are not required to take 

action to get restitution. 

Willamette Legacy, LLC dba Keller Williams Mid -Willamette 

The Consumer Financial Protection Bureau (CFPB) took action against 

Keller Williams Mid-Willamette, a real estate broker in Oregon, for 

accepting illegal kickbacks for mortgage business referrals. The CFPB 

also took action against Prospect Mortgage, LLC, a major mortgage 

lender, as well as a mortgage servicer and another real estate broker that 

took illegal kickbacks from Prospect. Under the terms of the action, 

Prospect will pay a $3.5 million civil penalty for its illegal conduct, and 

the mortgage brokers and servicer will pay a combined $495,000 in 

consumer relief, repayment of ill-gotten gains, and penalties. 
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Time to Think 2.4 
   

1. Which president signed the Dodd -Frank Act?  

____________Barack Obama___________________. 

2. The CFPB was originally proposed by Harvard Professor 

 ____________Elizabeth Warren________________. 

3. At this time the Director can only be removed for ______cause_____.  

 

YOUR HOME LOAN TOOLKIT
46

  

This is the new booklet that must be given to all applicants. It is designed 

to protect consumers by providing a step-by-step guide to buy a home. 

The materials should be understood by MLO's so that they can explain 

items to clients and to answer their questions.  

Some of the important topics: 

Choosing the best mortgage for you 

Youôre starting to look for a mortgage or want to confirm you made a 

good decision. 

To make the most of your mortgage, you need to decide what works for 

you and then shop around to find it. In this section, youôll find eight steps 

to get the job done right. 

1. Define what affordable means to you 

2. Understand your credit 

3. Pick the mortgage typeðfixed or adjustableðthat works for you 

4. Choose the right down payment for you 

5. Understand the trade-off between points and interest rate 

6. Shop with several lenders 

7. Choose your mortgage 

8. Avoid pitfalls 
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Your closing  

Youôve chosen a mortgage. Now itôs time to select and work with your 

closing agent.  

Once youôve applied for a mortgage, you may feel like youôre done. But 

mortgages are complicated and you still have choices to make. 

1. Shop for mortgage closing services 

2. Review your revised Loan Estimate 

3. Understand and use your Closing Disclosure 

Owning your home  

Now youôve closed on your mortgage and the home is yours.  

Owning a home is exciting. And your home is also a large investment. 

Hereôs how to protect that investment. 

1. Act fast if you get behind on your payments 

2. Keep up with ongoing costs 

3. Determine if you need flood insurance 

4. Understand Home Equity Lines of Credit (HELOCs) and 

refinancing 
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Glossary 

Abstract of title   A written history of the title on the designated real 

property.  An abstract of title covers the period from the original source of 

title to the present and summarizes all subsequent instruments of public 

record by setting forth their material parts.  

Acknowledgement  A formal declaration, attached to or a part of an 

instrument made before a duly authorized officer (usually a notary public).  

Ad valorem tax  A tax based on the value of the item being taxed. 

Affidavit  A sworn statement in writing before a proper official. 

Beneficiary   (1) One for whose benefit a trust is created.  (2) In states in 

which a deed of trust is commonly used, the lender is called the 

beneficiary. 

Bill of sale  A document in writing that transfers title to personal property. 

Carryback financing   Financing by the seller 

CC & Rs   Covenants, conditions, and restrictions 

Custodian  An entity that holds for safekeeping loans and related 

documents backing a mortgage-backed security..  A custodian may be 

required to examine and certify documents. 

ECOA  A federal law that requires lenders and creditors to make credit 

equally available without discrimination. 

Fee simple  The greatest interest a personal can have in real estate. 

FHA mortgage  A loan that is insured by the Federal Housing 

Administration. 

Float  The time between a lenderôs collection of payments from borrowers 

and the remittance of those funds to an investor. 

GI loans  Also known as DVA loans. 

Grantee  The person whom an interest in real property is conveyed. 

GRM   A figure used to compare rental properties to determine value. 
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Homestead  The property occupied by an owner that is protected by law 

up to a certain amount. 

HOPE  Loan for lower income persons. 

Hypothecate  To give a thing as security without the necessity of giving 

up possession of it. 

Joint Tenancy  An equal undivided ownership of property by two or more 

persons whose survivors take the interest upon the death of any one of 

them. 

Mortgage  An instrument given by a borrower (mortgagor) to a lender 

(mortgagee). 

Negative cash flow  Expenses higher than income. 

NOD  CC Section 2924e allows a junior lien holder to file a ñrequest for 

notice of delinquencyò with any senior lien holder. 

Participation   An agreement in which the property owner and the lender 

agree that the lender will share in some future income from the property. 

Pledge  The depositing of personal property by a debtor. 

Portfolio   Investments held by an individual or institution. 

Proposition 13  Good or bad?  Depends. 

Reconciliation  Verifies the bank statement with the accounting system to 

balance entries. 

Recourse  The right of the holder of a note secured by a real estate loan to 

look personally to the borrower. 

Release clause  Stipulation that upon the payment of a specific sum of 

money to the holder of a trust deed or mortgage, the lien of the instrument 

as to a specific described lot or area shall be removed from the blanket lien 

on the whole area involved. 

Swing loan  Bridge loan 

Tenancy in common  There is no right of survivorship.  See Joint 

tenancy. 
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Threshold reporting   The CalBRE requirement to submit forms by 

CalBRE brokers. 

203k  Loan to buy a fixer. 

USPAP  Uniform standards of professional appraisal practice. 

Usury  Charging more for the use of money than allowed by  law. 

VA   Guarantees loans. 

VA no-no  A qualified veteran may purchase a property with no cash now 

payment and no cash closing costs. 

Vendee  The part to whom personal property is sold. 

VOE  Document mailed out to current and previous employers to verify 

employment.  Generally covers 2 years of continued employment. 

Vesting  Name(s) in which title to property is held. 

Warehousing  The holding of a real estate loan on a short-term basis. 
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  Section 2 

PRIVACY & PROTECTION  

National Do Not Call Registry 
 

History 

In 1991 Congress passed, and President  George l. Bush signed into law, 

the Telephone Consumer Protection Act (ñTCPAò). It amended the 

Communications Act of 1934. The ñTCPAò restricts telephone 

solicitations and the use of automated phone equipment such as auto 

dialers, prerecorded voice messages, text messages, and fax machines.    

 

When the ñTCPAò was passed, Congress delegated the do not call rules to 

the Federal Communications Commission (ñFCCò) and suggested that the 

FCC develop a single national database.
47

  Instead, the FCC required that 

each company maintain its own do not call database.
48

  The consumer then 

had to make a do not call request for each telemarketer. 

 

On June 27, 2003, the U.S. Federal Trade Commission (ñFTCò) opened 

the National Do Not Call Registry in order to comply with the Do Not Call 

Implementation Act of 2003 which established the ñFTCòôs National Do 

Not Call Registry in order to comply with the TCPA.
49

 

 

Registration for the Do Not Call list began on June 27, 2003 and 

enforcement started on October 1, 2003.
50

 

 

Beginning January 1, 2005 telemarketers covered by the registry have up 

to 31 days from the date a number is registered to cease calling that 

number.
51

 

 

The Do Not Call Improvement Act of 2007, effective February 2008, 

changed the time that a number remained on the registry from five years to 

being on the registry permanently.
52
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Also included in the Do Not Call Improvement Act of 2007 is in increase 

to the frequency with which  the FTC must purge numbers to several times 

a month, however they are prohibited from removing numbers unless the 

number is invalid, disconnected, reassigned, or the individual to whom the 

number is reassigned requests to be removed from the registry.
53

 

 

Rules 

Unless the recipient has given express prior consent the following rules 

must be complied with:
54

 

 

¶ Solicitors may not call residences before 8 am or after 9 pm (local 

time) 

¶ Solicitors must maintain a company specific ñdo not callò list 

¶ Solicitors must honor the National  Do Not Call Registry 

¶ Solicitors must give their name, the name of their company and a 

phone number and address where they may be contacted 

¶ Solicitors may not use an artificial voice or recording
55

 

¶ Solicitors may not use automated telephone equipment to an 

emergency line, a cell phone or a service where the recipient is 

charged for the call
56

 

¶ Solicitors may make autodialed calls that engage two or more lines of 

a multi-line business 

¶ Solicitors may not send unsolicited advertising faxes 

¶ Violators may be sued for up to $500 per violation, or actual monetary 

loss (whichever is greater), and or seek an injunction
57

 

¶ Willful violators may be sued for up to three times the damages, for 

example $1,500 per violation
58

 

 

 

Who is Covered? 
 

The Do Not Call Registry applies to any plan, program, or campaign to 

sell goods or services through interstate phone calls.  This includes 
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telemarketers who solicit consumers and sellers who provide or offer to 

provide goods or services to consumers in exchange for payment.
59

 

 

Calls by political organizations, charities or telephone surveyors are not 

covered.
60

 

 

The area codes in all 50 states are covered along with the District of 

Columbia, Puerto Rico, U.S. Virgin Islands, Guam, North Mariana 

Islands, American Samoa and toll free numbers.
61

 

 

Not covered is a consumer with whom the telemarketer or seller has an 

established business relationship if there has been a purchase, delivery or 

payment within the previous 18 months. Also, not covered is a consumer 

who has made and inquiry or submitted an application within the previous 

3 months. The exception to these rules is if the consumer has asked the 

company not to call, regardless of the established business relationship.
62

 

 

If a consumer has given a company written permission they may call, even 

if the consumerôs number is on the registry.
63

 

 

 

How Does the Registry Work? 
 

Beginning January 1, 2005 telemarketers have been required to search the 

registry at least once every 31 days and to purge the numbers of 

consumers who have registered.  You may access the registry at 

www.telemarketing.donotcall.gov.
64

 

 

In order to access the information your company will be required to 

register and may be required to pay a fee depending on the number of area 

codes requested.  Fees are based on the number of area codes requested.
65
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Penalties 
 

A consumer whose number is listed on the registry and who receives an 

telemarketing call can file a complaint with the FTC either online or by 

calling a toll free number.  Violators can be fined up to $16,000 per 

incident.
66

 

  

 

Definitions 
 

Caller identification service means a service that allows a telephone 

subscriber to have the telephone number, and, where available, name of 

the calling party transmitted contemporaneously with the telephone call, 

and displayed on a device in or connected to the subscriber's telephone.
67

 

 

Established business relationship means a relationship between a seller 

and a consumer based on:  

(1) the consumer's purchase, rental, or lease of the seller's goods or 

services or a financial transaction between the consumer and seller, within 

the eighteen (18) months immediately preceding the date of a 

telemarketing call; or  

(2) the consumer's inquiry or application regarding a product or service 

offered by the seller, within the three (3) months immediately preceding 

the date of a telemarketing call. 
68

 

Outbound telephone call means a telephone call initiated by a 

telemarketer to induce the purchase of goods or services or to solicit a 

charitable contribution.
69

 

 

Telemarketing means a plan, program, or campaign which is conducted to 

induce the purchase of goods or services or a charitable contribution, by 

use of one or more telephones and which involves more than one interstate 

telephone call.
70

  

 

Telemarketer means any person who, in connection with telemarketing, 

initiates or receives telephone calls to or from a customer or donor.
71
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Time to Think 2.5 
   

1) Violators can be fined up to _________$16,000______ per incident.  

2) Beginning January 1, 2005 telemarketers covered by the registry have 

up to ________31________ days from the date a number is registered 

to cease calling that number. 

3) Established business relationship means a relationship between a seller 

and an consumer based on a financial transaction within the previous 

________18 months________. 

  



 
 

67 
 

 

Chapter 2 

FINAL EXAM  

 

1) If you have a client, you must reveal all pertinent information except 

______Confidential_______ info. 

2) The Federal Reserve System became effective in _____2013_____. 

3) What is the title for a person heading a regional bank?  

______Governor______. 

4) How long is the term of such a person? ______15 years______. 

5) Who were the three heads of the Fed before the current head? 

 ______Bernanke and Greenspan and Volcker_______. 

6) What is the name of the committee that determines the direction of 

policy? ______FOMC (Federal Open Market Committee)________. 

7) Which president signed the Glass-Stegall Act? ______FDR______. 

8) What is the amount of insured deposits in a Federal Bank account?  

 ____________$250,000______________. 

9) The written information security plan for an institution is called the 

______Safeguard Rule_______. 

10) The approximate budget of CFPB in 2016 was___$605.9 M ______. 

11) What was Richard Cordray's position before he became Director of 

CFPB? ____________Chief of Information there_____________. 

12) CFPB has taken action against many Reverse Mortgage Companies 

for _________deceptive advertising______________. 
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13) Who receives the Home Loan Toolkit? ___prospective borrowers__. 

14) One problem for many owners with Joint Tenancy vesting is 

 ______right of survivor_______. 

15) What does USPAP stand for? 

______Uniform Standards of Professional Appraisal Practice_____. 

16) I am selling my car to you, so you are called the ___Vendee ______. 
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Chapter 3 
  

FEDERAL LAW 

Section 1 

TRUTH IN ADVERTISING  
 

Introduction  

According to Truth inAdvertising.org, ñEach year American consumers 

lose billions of dollars as a result of deceptive marketing and false ads. 

These ads run the gamut from blatant lies and fraudulent scams to subtle 

ploys intended to confuse and misleadéa mind boggling amount of 

money is misdirected in our economy as a result of deceptive marketing.  

All too often companies with quality goods and services lose out to 

businesses premised on false marketing campaigns.ò
72

 

Whether the advertisement is on the internet, television, radio, newspaper 

or anywhere else, federal law says the ads must be truthful, not 

misleading, and when appropriate, backed by scientific evidence.
73

   

Sounds simple, right?  Just tell the truth and you have no problem, right?  

Truth in Advertising is not that easy.  The truth, while the most important 

part of every ad is not always enough.  Additional disclosures required by 

the Truth in Lending Act (TILA) and the Mortgage Acts and Practices 

Rule (MAP) require not just the truth, but the whole truth, and more.   

Your ad, while completely truthful, could be a violation of the TILA, 

MAP, or MARS rules by virtue of not having full and complete disclosure.  

For example, if you were to advertise a loan program with ña low monthly 

paymentò, you must also include the terms that result in that ñlowò 

monthly payment.   

This course will cover federal advertising regulations including The Truth 

in Lending Act (TILA) Regulation Z and Regulation N, the Mortgage Act 

                                                 
72
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and Practices Rule (MAP) and Regulation O, the Mortgage Assistance 

Relief Rule (MARS). 

 

Overview 

The Truth in Lending Act of 1968 is United States federal law designed to 

promote the informed use of consumer credit, by requiring disclosures 

about its terms and cost to standardize the manner in which costs 

associated with borrowing are calculated and disclosed.
74

 

 

History 

The Truth in Lending Act  

The Truth in Lending Act (TILA) was originally Title I of the Consumer 

Credit Protection Act, Pub .L. 90ï321, 82 Stat. 146, enacted June 29, 

1968. The regulations implementing the statute, which are known as 

"Regulation Z", are codified at 12 C.F.R. 226. Most of the specific 

requirements imposed by TILA are found in Regulation Z, so a reference 

to the requirements of TILA usually refers to the requirements contained 

in Regulation Z, as well as the statute itself. From TILA's inception, the 

authority to implement the statute by issuing regulations was given to the 

Federal Reserve Board (FRB). However, effective July 21, 2011, TILA's 

general rule making authority was transferred to the Consumer Financial 

Protection Bureau (CFPB), whose authority was established pursuant to 

provisions enacted by the passage of the DoddïFrank Wall Street Reform 

and Consumer Protection Act in July 2010. Any forthcoming regulations 

implementing the statute, which are also formally referred to as 

Regulation Z, will be codified at 12 C.F.R. 1026 and attempt to mirror the 

FRB's Regulation Z whenever feasible.
 75

 

Consumer Finance Protection Act 

The DoddïFrank Wall Street Reform and Consumer Protection Act was 

signed into federal law by President Barack Obama on July 21, 2010. 

ñPassed as a response to the financial crisis of 2007ï2008, it brought the 

most significant changes to financial regulation in the United States since 

the regulatory reform that followed the Great Depression. It made changes 
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in the American financial regulatory environment that affect all federal 

financial regulatory agencies and almost every part of the nation's 

financial services industry.ò
76

 

This legislation was aimed at promoting ñthe financial stability of the 

United States by improving accountability and transparency in the 

financial system, to end "too big to fail", to protect the American taxpayer 

by ending bailouts, to protect consumers from abusive financial services 

practicesò.
77

 

Mortgage Acts and Practices ñMAPò Rule 

This rule was issued by the Bureau of Consumer Financial Protection to 

implement the 2009 Omnibus Appropriations Act, Public L. 111-8, section 

626, 123 Stat. 524 (Mar. 11, 2009), as amended by the Credit Card 

Accountability Responsibility and Disclosure Act of 2009, Public Law 

111-24, section 511, 123 Stat. 1734 (May 22, 2009), and as amended by 

the Dodd-Frank Wall Street Reform and Consumer Financial Protection 

Act of 2010, Public Law 111-203, section 1097, 124 Stat. 1376 (July 21, 

2010). This part, now known as Regulation N, applies to persons over 

which the Federal Trade Commission has jurisdiction under the Federal 

Trade Commission Act.
78

 

Mortgage Assistance Relief Services ñMARSò Rule 

On December 1, 2010, The Federal Trade Commission (ñFTCò) published 

the Mortgage Assistance Relief Services Rule (MARS Rule) addressing 

the practices of providers of mortgage assistance relief services.
79

 On July 

21, 2011, authority was transferred from the Federal Trade Commission to 

the Consumer Finance Protection Bureau. 

Now known as Regulation O, it was issued by the Bureau of Consumer 

Financial Protection to implement the 2009 Omnibus Appropriations Act, 

Public Law 111-8, section 626, 123 Stat. 524 (Mar. 11, 2009), as clarified 

by the Credit Card Accountability Responsibility and Disclosure Act of 

2009, Public Law 111-24, section 511, 123 Stat. 1734 (May 22, 2009), and 

as amended by the Dodd-Frank Wall Street Reform and Consumer 

Financial Protection Act of 2010, Public Law 111-203, section 1097, 124 

Stat. 1376 (July 21, 2010). This part applies to persons over which the 
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Federal Trade Commission has jurisdiction under the Federal Trade 

Commission Act.
80

 

 

ñRegulation Zò 

Regulation Z is now found in 12 CFR Chapter X Part 1026.  It is divided 

into subparts, much the same as when it was found in Part 226 in an 

attempt to mirror the Federal Reserve Boardôs Regulation Z. 

Subpart A contains the Authority, purpose, coverage, organization, 

enforcement, liability, definitions, rules of construction, lists exempt 

transactions and defines finance charges.
81

 

Subpart B relates to open-end credit lines (revolving credit accounts), 

which includes home-equity lines of credit (HELOCs).
82

 

Subpart C relates to closed-end credit, such as home-purchase loans with a 

fixed loan term. It contains rules on disclosures, treatment of credit 

balances, annual percentage rate calculations, right of rescission, non-

requirements, and advertising.
83

 

 

Subpart D contains rules on oral disclosures, Spanish language disclosure 

in Puerto Rico, record retention, effect on state laws, state exemptions 

(which only apply to states that had Truth in Lending-type laws prior to 

the Federal Act), and rate limitations.
84

 

 

Subpart E contains special rules for certain home mortgage transactions.
85

 

Several appendices contain information such as the procedures for 

determinations about state laws, state exemptions and issuance of staff 

interpretations, special rules for certain kinds of credit plans, a list of 

enforcement agencies, model disclosures which if used properly will 

ensure compliance with the Act, and the rules for computing annual 

percentage rates in closed-end credit transactions and total annual loan 

cost rates for reverse mortgage transactions.
86
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Exemptions   

TILA requirements do not apply to the following types of loans or credit: 

¶ Credit extended primarily for business, agricultural or commercial 

purposes; 

 

¶ Credit extended to an entity (not a person, with an exception for 

certain trusts for tax or estate planning), including government 

agencies or instrumentalities.  

 

¶ Credit in excess of an annually adjusted threshold, not secured by real 

estate or personal property, used or expected to be used as a principal 

dwelling.
87

 

Definitions 

Advertisement means a commercial message in any medium that 

promotes, directly or indirectly, a credit transaction.
88

  

Consumer means a natural person to whom credit is offered or extended.
89

 

Consumer credit means credit offered or extended to a consumer 

primarily for personal, family, or household purposes.
 90

 

Dwelling means a residential structure that contains one to four units, 

whether or not that structure is attached to real property. The term includes 

an individual condominium unit, cooperative unit, mobile home, and 

trailer, if it is used as a residence.
91

  

Finance charge is the cost of consumer credit as a dollar amount. It 

includes any charge payable directly or indirectly by the consumer and 

imposed directly or indirectly by the creditor as an incident to or a 

condition of the extension of credit. It does not include any charge of a 

type payable in a comparable cash transaction.
 92
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Periodic rate means a rate of finance charge that is or may be imposed by 

a creditor on a balance for a day, week, month, or other subdivision of a 

year.
93

            

Advertising Closed End Credit 

Regulation Z covers both Closed End and Open End credit.  This course is 

limited to Closed End Credit.  For more information on advertising Open 

End Credit programs see CFR Title 12 Chapter X Part 1026 Subpart B 

Section 1026.16. 

Basic Disclosure of Terms 

¶ If an advertisement for credit states specific credit terms, it shall state 

only those terms that actually are or will be arranged or offered by the 

creditor.
94

 

 

¶ Disclosures required by this section shall be made clearly and 

conspicuously.
95

  

 

¶ If an advertisement states a rate of finance charge, it shall state the rate 

as an ñannual percentage rate,ò using that term. If the annual 

percentage rate may be increased after consummation, the 

advertisement shall state that fact. If an advertisement is for credit 

secured by a dwelling, the advertisement shall not state any other rate, 

except that a simple annual rate that is applied to an unpaid balance 

may be stated in conjunction with, but not more conspicuously than, 

the annual percentage rate.
96

  

 

¶ If any of the following terms are used in an advertisement: 

The amount or percentage of any down payment 

The number of payments or period of repayment 

The amount of any payment 

The amount of any finance charge
97

 

The advertisement shall also include the following terms: 

¶ The amount or percentage of the down payment 
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¶ The terms of repayment which reflect the repayment obligations over 

the full term of the loan, including any balloon payment  

The ñannual percentage rate,ò using that term, and, if the rate may be 

increased after consummation, that fact.
98

 

¶ If a catalog or other multiple-page advertisement, or an electronic 

advertisement (such as an advertisement appearing on an Internet Web 

site), gives information in a table or schedule in sufficient detail to 

permit determination of the disclosures shown above, it shall be 

considered a single advertisement if:  

The table or schedule is clearly and conspicuously set forth; and any 

statement of the credit terms shown above, appearing anywhere else in the 

catalog or advertisement clearly refers to the page or location where the 

table or schedule begins
99

  

¶ A catalog or other multiple-page advertisement or an electronic 

advertisement (such as an advertisement appearing on an Internet Web 

site) complies with the requirements of this section if the table or 

schedule of terms includes all appropriate disclosures for a 

representative scale of amounts up to the level of the more commonly 

sold higher-priced property or services offered
100

  

 

Time to Think 3.1 
   

1) A residential structure that contains one to four units is a 

________DWELLING__ ___ ________________________________. 

2) A consumer is a natural _____________PERSON_________   _____.      

3) A commercial message in any medium that promotes, directly or indirectly, a 

credit transaction is a(n) ________ADVERTISEMENT______   _____.      
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Additional Terms for Credit Secured by a ñDwellingò 

If an advertisement for credit secured by a dwelling, other than television 

or radio advertisements, including promotional materials accompanying 

applications, states a simple annual rate of interest and more than one 

simple annual rate of interest will apply over the term of the advertised 

loan, the advertisement shall disclose in a clear and conspicuous manner: 
101

 

Each simple annual rate of interest that will apply: 

¶ In variable-rate transactions, a rate determined by adding an index and 

margin shall be disclosed based on a reasonably current index and 

margin 

 

¶ The period of time during which each simple annual rate of interest 

will apply and  

 

¶ The annual percentage rate for the loan. If such rate is variable, the 

annual percentage rate shall comply with the accuracy standards in 12 

CFR 1026.17 and 12 CFR 1026.22.
102

  

Clearly and conspicuously disclosed means that the required information 

as shown above shall be disclosed with equal prominence and in close 

proximity to any advertised rate that triggered the required disclosures. 

The annual percentage rate for the loan may be disclosed with greater 

prominence than the other information.
103

  

If an advertisement for credit secured by a dwelling states the amount of 

any payment, the advertisement shall disclose in a clear and conspicuous 

manner:
104

  

¶ The amount of each payment that will apply over the term of the loan 

including any balloon payment. In variable-rate transactions, payments 

that will be determined based on the application of the sum of an index 

and margin shall be disclosed based on a reasonably current index and 

margin;  

 

¶ The period of time during which each payment will apply; and 
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¶ In an advertisement for credit secured by a first lien on a dwelling, the 

fact that the payments do not include amounts for taxes and insurance 

premiums, if applicable, and that the actual payment obligation will be 

greater.
105

  

Clearly and conspicuously disclosed means that the required information 

as shown above shall be disclosed with equal prominence and in close 

proximity to any advertised payment that triggered the required 

disclosures and the fact that the payments do not include amounts for taxes 

and insurance premiums, if applicable, and that the actual payment 

obligation will be greater shall be disclosed with prominence and in close 

proximity to the advertised payments.
106

 

¶ The requirements shown above do not apply to an envelope in which 

an application or solicitation is mailed, or to a banner advertisement or 

pop-up advertisement linked to an application or solicitation provided 

electronically.
107

   

 

¶ An advertisement made through television or radio stating any of the 

terms which require additional disclosures as shown above may 

comply either by:
108

  

 

Stating clearly and conspicuously the information required and listing a 

toll-free telephone number, or any telephone number that allows a 

consumer to reverse the phone charges when calling for information, 

along with a reference that such number may be used by consumers to 

obtain additional cost information
109

.  

  

¶ Tax implications. If an advertisement distributed in paper form or 

through the Internet (rather than by radio or television) is for a loan 

secured by the consumer's principal dwelling, and the advertisement 

states that the advertised extension of credit may exceed the fair 

market value of the dwelling, the advertisement shall clearly and 

conspicuously state that:
110

  

 

¶ The interest on the portion of the credit extension that is greater than 

the fair market value of the dwelling is not tax deductible for Federal 

income tax purposes; and  
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¶ The consumer should consult a tax adviser for further information 

regarding the deductibility of interest and charges.
111

  

Prohibited Practices for Credit Secured by a Dwelling 

The following acts or practices are prohibited in advertisements for credit 

secured by a dwelling: 
112

 

¶ Misleading advertising of ñfixedò rates and payments. Using the word 

ñfixedò to refer to rates, payments, or the credit transaction in an 

advertisement for variable-rate transactions or other transactions where 

the payment will increase, unless: 
113

 

 

¶ In the case of an advertisement solely for one or more variable-rate 

transactions:
114

 

 

 

¶ The phrase ñAdjustable-Rate Mortgage,ò ñVariable-Rate Mortgage,ò 

or ñARMò appears in the advertisement before the first use of the word 

ñfixedò and is at least as conspicuous as any use of the word ñfixedò in 

the advertisement; and
115

  

 

¶ Each use of the word ñfixedò to refer to a rate or payment is 
accompanied by an equally prominent and closely proximate statement 

of the time period for which the rate or payment is fixed, and the fact 

that the rate may vary or the payment may increase after that period;
116

  

 

¶ In the case of an advertisement solely for non-variable-rate 

transactions where the payment will increase (e.g., a stepped-rate 

mortgage transaction with an initial lower payment), each use of the 

word ñfixedò to refer to the payment is accompanied by an equally 

prominent and closely proximate statement of the time period for 

which the payment is fixed, and the fact that the payment will increase 

after that period; or 
117

 

 

¶ In the case of an advertisement for both variable-rate transactions and 

non-variable-rate transactions,
118
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¶ The phrase ñAdjustable-Rate Mortgage,ò ñVariable-Rate Mortgage,ò 

or ñARMò appears in the advertisement with prominence as any use of 

the term ñfixed,ò ñFixed-Rate Mortgage,ò or similar terms; and
119

  

 

¶ Each use of the word ñfixedò to refer to a rate, payment, or the credit 
transaction either refers solely to the transactions for which rates are 

fixed and complies with this section, if applicable, or, if it refers to the 

variable-rate transactions, is accompanied by an equally prominent and 

closely proximate statement of the time period for which the rate or 

payment is fixed, and the fact that the rate may vary or the payment 

may increase after that period.
120

  

 

¶ Misleading comparisons in advertisements. Making any comparison in 

an advertisement between actual or hypothetical credit payments or 

rates and any payment or simple annual rate that will be available 

under the advertised product for a period less than the full term of the 

loan, unless:
121

  

 

¶ The advertisement includes a clear and conspicuous comparison to the 

information required to be disclosed; and
122

  

 

¶ Application to variable-rate transactions. If the advertisement is for a 

variable-rate transaction, and the advertised payment or simple annual 

rate is based on the index and margin that will be used to make 

subsequent rate or payment adjustments over the term of the loan, the 

advertisement includes an equally prominent statement in close 

proximity to the payment or rate that the payment or rate is subject to 

adjustment and the time period when the first adjustment will occur.
123

  

 

¶ Misrepresentations about government endorsement. Making any 

statement in an advertisement that the product offered is a 

ñgovernment loan programò, ñgovernment-supported loanò, or is 

otherwise endorsed or sponsored by any Federal, state, or local 

government entity, unless the advertisement is for an FHA loan, VA 

loan, or similar loan program that is, in fact, endorsed or sponsored by 

a Federal, state, or local government entity. 
124
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¶ Misleading use of the current lender's name. Using the name of the 

consumer's current lender in an advertisement that is not sent by or on 

behalf of the consumer's current lender, unless the advertisement:
125

  

 

¶ Discloses with equal prominence the name of the person or creditor 

making the advertisement; and
126

 

 

¶ Includes a clear and conspicuous statement that the person making the 

advertisement is not associated with, or acting on behalf of, the 

consumer's current lender.
127

  

 

¶ Misleading claims of debt elimination. Making any misleading claim 

in an advertisement that the mortgage product offered will eliminate 

debt or result in a waiver or forgiveness of a consumer's existing loan 

terms with, or obligations to, another creditor.
128

  

 

¶ Misleading use of the term ñcounselorò. Using the term ñcounselorò in 

an advertisement to refer to a for-profit mortgage broker or mortgage 

creditor, Its employees, or persons working for the broker or creditor 

that are involved in offering, originating or selling mortgages.
129

  

 

¶ Misleading foreign-language advertisements. Providing information 

about some trigger terms or required disclosures, such as an initial rate 

or payment, only in a foreign language in an advertisement, but 

providing information about other trigger terms or required 

disclosures, such as information about the fully-indexed rate or fully 

amortizing payment, only in English in the same advertisement.
130
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Time to Think 3.2 
   

1) Representing that the loan is _____SPONSORED_______ or 

______ENDORSED______ by any Federal, state or local government 

is prohibited.  

2) If an ad states a rate of finance charge, it must be stated as: 

______ANNUAL PERCENTAGE RATE ( APR)______. 

3) The consumer should consult a(n) ______CPA_____ regarding 

deductibility of interest.   
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Case Study 1 
 

The website for ABC Mortgage Company contains the following: 

 

 

Loans to Purchase or Refinance your Home 

 

Low interest rates! 

Low monthly payments! 

Low Cost! 

Tax Deductible! 

Federally Endorsed! 

 
Variable rate and payment may increase 

  

 

What is wrong with this picture?  What is missing?   

Case Study 2 

Bob and Mary want to purchase a duplex.  They intend to live in one half 

of the property and rent the other half.   

 Does Reg Z apply?   

Their attorney has advised them that they should take title to the property 

in their family trust. 

 Does Reg Z apply? 

Maryôs parents are looking for an investment and have agreed to finance 

the mortgage. 

 Does Reg Z apply? 
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Section 2 

Regulation N 

Mortgage Acts and Practices ñMAPò 

Rule 

 

Definitions
131

 

Commercial communication means any written or oral statement, 

illustration, or depiction, whether in English or any other language, that is 

designed to effect a sale or create interest in purchasing goods or services, 

whether it appears on or in a label, package, package insert, radio, 

television, cable television, brochure, newspaper, magazine, pamphlet, 

leaflet, circular, mailer, book insert, free standing insert, letter, catalogue, 

poster, chart, billboard, public transit card, point of purchase display, film, 

slide, audio program transmitted over a telephone system, telemarketing 

script, on-hold script, upsell script, training materials provided to 

telemarketing firms, program-length commercial (ñinfomercialò), the 

internet, cellular network, or any other medium. Promotional materials and 

items and Web pages are included in the term commercial communication.  

Credit means the right to defer payment of debt or to incur debt and defer 

its payment.  

Mortgage credit product means any form of credit that is secured by real 

property or a dwelling and that is offered or extended to a consumer 

primarily for personal, family, or household purposes.  

Person means any individual, group, unincorporated association, limited 

or general partnership, corporation, or other business entity.  

                                                 

131
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Term means any of the fees, costs, obligations, or characteristics of or 

associated with the product. It also includes any of the conditions on or 

related to the availability of the product.  

 

Rules 

It is a violation of this part for any person to make any material 

misrepresentation, expressly or by implication, in any commercial 

communication, regarding any term of any mortgage credit product, 

including but not limited to misrepresentations about:
132

 

¶ The interest charged for the mortgage credit product, including but not 

limited to misrepresentations concerning:
133

  

 

¶ The amount of interest that the consumer owes each month that is 

included in the consumer's payments, loan amount, or total amount 

due, or
134

  

 

¶ Whether the difference between the interest owed and the interest paid 

is added to the total amount due from the consumer;
135

  

 

¶ The annual percentage rate, simple annual rate, periodic rate, or any 

other rate;
136

  

 

¶ The existence, nature, or amount of fees or costs to the consumer 

associated with the mortgage credit product, including but not limited 

to misrepresentations that no fees are charged;
137

  

 

¶ The existence, cost, payment terms, or other terms associated with any 

additional product or feature that is or may be sold in conjunction with 

the mortgage credit product, including but not limited to credit 

insurance or credit disability insurance;
138
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¶ The terms, amounts, payments, or other requirements relating to taxes 

or insurance associated with the mortgage credit product, including but 

not limited to misrepresentations about:
139

  

 

¶ Whether separate payment of taxes or insurance is required; or
140

  

 

¶ The extent to which payment for taxes or insurance is included in the 

loan payments, loan amount, or total amount due from the 

consumer;
141

  

 

¶ Any prepayment penalty associated with the mortgage credit product, 

including but not limited to misrepresentations concerning the 

existence, nature, amount, or terms of such penalty;
142

  

 

¶ The variability of interest, payments, or other terms of the mortgage 

credit product, including but not limited to misrepresentations using 

the word ñfixedò;
143

  

 

¶ Any comparison between:
144

  

 

¶ Any rate or payment that will be available for a period less than the 

full length of the mortgage credit product; and
145

  

 

¶ Any actual or hypothetical rate or payment;
146

  

 

¶ The type of mortgage credit product, including but not limited to 

misrepresentations that the product is or involves a fully amortizing 

mortgage;
147

  

 

¶ The amount of the obligation, or the existence, nature, or amount of 

cash or credit available to the consumer in connection with the 

mortgage credit product, including but not limited to 

misrepresentations that the consumer will receive a certain amount of 

cash or credit as part of a mortgage credit transaction;
148
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¶ The existence, number, amount, or timing of any minimum or required 

payments, including but not limited to misrepresentations about any 

payments or that no payments are required in a reverse mortgage or 

other mortgage credit product;
149

  

 

¶ The potential for default under the mortgage credit product, including 

but not limited to misrepresentations concerning the circumstances 

under which the consumer could default for nonpayment of taxes, 

insurance, or maintenance, or for failure to meet other obligations;
150

  

 

¶ The effectiveness of the mortgage credit product in helping the 

consumer resolve difficulties in paying debts, including but not limited 

to misrepresentations that any mortgage credit product can reduce, 

eliminate, or restructure debt or result in a waiver or forgiveness, in 

whole or in part, of the consumer's existing obligation with any 

person;
151

  

 

¶ The association of the mortgage credit product or any provider of such 

product with any other person or program, including but not limited to 

misrepresentations that:
152

  

 

¶ The provider is, or is affiliated with, any governmental entity or other 

organization; or
153

  

 

¶ The product is or relates to a government benefit, or is endorsed, 

sponsored by, or affiliated with any government or other program, 

including but not limited to through the use of formats, symbols, or 

logos that resemble those of such entity, organization, or program;
154

  

 

¶ The source of any commercial communication, including but not 

limited to misrepresentations that a commercial communication is 

made by or on behalf of the consumer's current mortgage lender or 

servicer;
155

  

 

¶ The right of the consumer to reside in the dwelling that is the subject 

of the mortgage credit product, or the duration of such right, including 

but not limited to misrepresentations concerning how long or under 
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what conditions a consumer with a reverse mortgage can stay in the 

dwelling;
156

  

 

¶ The consumer's ability or likelihood to obtain any mortgage credit 

product or term, including but not limited to misrepresentations 

concerning whether the consumer has been preapproved or guaranteed 

for any such product or term;
157

  

 

¶ The consumer's ability or likelihood to obtain a refinancing or 

modification of any mortgage credit product or term, including but not 

limited to misrepresentations concerning whether the consumer has 

been preapproved or guaranteed for any such refinancing or 

modification; and
158

  

 

¶ The availability, nature, or substance of counseling services or any 

other expert advice offered to the consumer regarding any mortgage 

credit product or term, including but not limited to the qualifications of 

those offering the services or advice.
159

  

 

¶ It is a violation of this part for any person to obtain, or attempt to 

obtain, a waiver from any consumer of any protection provided by or 

any right of the consumer under this part.
160

  

 

¶ Any person subject to this part shall keep, for a period of twenty-four 

months from the last date the person made or disseminated the 

applicable commercial communication regarding any term of any 

mortgage credit product, the following evidence of compliance with 

this part:
161

  

 

¶ Copies of all materially different commercial communications as well 

as sales scripts, training materials, and marketing materials, regarding 

any term of any mortgage credit product, that the person made or 

disseminated during the relevant time period;
162

  

 

¶ Documents describing or evidencing all mortgage credit products 

available to consumers during the time period in which the person 

made or disseminated each commercial communication regarding any 

term of any mortgage credit product, including but not limited to the 
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names and terms of each such mortgage credit product available to 

consumers; and
163

  

 

¶ Documents describing or evidencing all additional products or services 

(such as credit insurance or credit disability insurance) that are or may 

be offered or provided with the mortgage credit products available to 

consumers during the time period in which the person made or 

disseminated each commercial communication regarding any term of 

any mortgage credit product, including but not limited to the names 

and terms of each such additional product or service available to 

consumers.
164

  

 

¶ Any person subject to this part may keep the records required in the 

previous section in any legible form, and in the same manner, format, 

or place as they keep such records in the ordinary course of business. 

Failure to keep all records as required shall be a violation of this 

part.
165

  

 

 

 

Time to Think 3.3 
   

1) It is a violation to misrepresent how long or under what conditions a 

consumer with a ________REVERSE MORTGAGE ________ can 

stay in the dwelling. 

2) It is a violation to misrepresent the potential for ____DEFAULT ____ 

under the mortgage credit product. 

3) A service offered to the consumer in exchange for consideration that is 

represented to assist the consumer with postponing any deed of trust 

foreclosure sale is defined as a  

________MORTGAGE ASSISTANCE RELIEF ________. 
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Section 3 

Regulation O 

Mortgage Assistance Relief Services Rule 

 

Definitions
166

 

Clear and prominent means:  

In textual communications, the required disclosures shall be easily 

readable; in a  high degree of contrast from the immediate background on 

which it appears; in the same languages that are substantially used in the 

commercial communication; in a format so that the disclosure is distinct 

from other text, such as inside a border; in a distinct type style, such as 

bold; parallel to the base of the commercial communication, and, except as 

otherwise provided in this rule, each letter of the disclosure shall be, at a 

minimum, the larger of 12-point type or one-half the size of the largest 

letter or numeral used in the name of the advertised  Web site or telephone 

number to which consumers are referred to receive information relating to 

any mortgage assistance relief service. Textual communications include 

any communications in a written or printed form such as print publications 

or words displayed on the screen of a computer;  

In communications disseminated orally or through audible means, such as 

radio or streaming audio, the required disclosures shall be delivered in a 

slow and deliberate manner and in a reasonably understandable volume 

and pitch;  

In communications disseminated through video means, such as television 

or streaming video, the required disclosures shall appear simultaneously in 

the audio and visual parts of the commercial communication and be 

delivered in a  manner consistent with paragraphs (1) and (2) of this 

definition. The visual  disclosure shall be at least four percent of the 

vertical picture or screen height and appear for the duration of the oral 

disclosure;  
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In communications made through interactive media, such as the internet, 

online services, and software, the required disclosures shall:  

¶ Be consistent with paragraphs (1) through (3) of this definition;  

¶ Be made on, or immediately prior to, the page on which the consumer 

takes any action to incur any financial obligation;  

¶ Be unavoidable, i.e., visible to consumers without requiring them to 

scroll down a Web page; and  

¶ Appear in type at least the same size as the largest character of the 

advertisement;  

In all instances, the required disclosures shall be presented in an 

understandable language and syntax, and with nothing contrary to, 

inconsistent with, or in mitigation of the disclosures used in any 

communication of them; and  

For program-length television, radio, or internet-based multimedia 

commercial communications, the required disclosures shall be made at the 

beginning, near the middle, and at the end of the commercial 

communication.  

Dwelling Loan Holder means any individual or entity who holds the 

dwelling loan that is the subject of the offer to provide mortgage 

assistance relief services.  

Material  means likely to affect a consumer's choice of, or conduct 

regarding, any mortgage assistance relief service.  

Servicer means the individual or entity responsible for:  

Receiving any scheduled periodic payments from a consumer pursuant to 

the terms of the dwelling loan that is the subject of the offer to provide 

mortgage assistance relief services, including amounts for escrow 

accounts under section 10 of the Real Estate Settlement Procedures Act ( 

12 U.S.C. 2609); and  

Making the payments of principal and interest and such other payments 

with respect to the amounts received from the consumer as may be 

required pursuant to the terms of the mortgage servicing loan documents 

or servicing contract.  

Telemarketing means a plan, program, or campaign which is conducted 

to induce the purchase of any service, by use of one or more telephones 

and which involves more than one interstate telephone call.  
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A Mortgage Assistance Relief Service is defined as: 

Any service, plan, or program, offered or provided to the consumer in 

exchange for consideration, that is represented, expressly or by 

implication, to assist or attempt to assist the consumer with any of the 

following:  

Stopping, preventing, or postponing any mortgage or deed of trust 

foreclosure sale for the consumer's dwelling, any repossession of the 

consumer's dwelling,  or otherwise saving the consumer's dwelling from 

foreclosure or repossession;  

Negotiating, obtaining, or arranging a modification of any term of a 

dwelling loan,  including a reduction in the amount of interest, principal 

balance, monthly payments, or fees;  

Obtaining any forbearance or modification in the timing of payments from 

any dwelling loan holder or servicer on any dwelling loan;  

Negotiating, obtaining, or arranging any extension of the period of time 

within  which the consumer may:  

Cure his or her default on a dwelling loan,  

Reinstate his or her dwelling loan,  

Redeem a dwelling, or  

Exercise any right to reinstate a dwelling loan or redeem a dwelling;  

Obtaining any waiver of an acceleration clause or balloon payment 

contained in any promissory note or contract secured by any dwelling; 

or  

Negotiating, obtaining or arranging:  

A short sale of a dwelling,  

A deed-in-lieu of foreclosure, or  

Any other disposition of a dwelling other than a sale to a third party 

who is not the dwelling loan holder.  
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Mortgage Assistance Relief Service Provider or Provider means any 

person that provides, offers to provide, or arranges for others to provide, 

any mortgage assistance relief service. This term does not include:  

The dwelling loan holder, or any agent or contractor of such individual or 

entity.  The servicer of a dwelling loan, or any agent or contractor of such 

individual or entity. 

Rule Violations 

It is a violation of this rule for any mortgage assistance relief service 

provider to engage in the following conduct:  

¶ Representing, expressly or by implication, in connection with the 

advertising, marketing, promotion, offering for sale, sale, or 

performance of any mortgage assistance relief service, that a consumer 

cannot or should not contact or communicate with his or her lender or 

servicer
167

 

 

¶ Misrepresenting, expressly or by implication, any material aspect of 

any mortgage assistance relief service, including but not limited to:
168

  

 

¶ The likelihood of negotiating, obtaining, or arranging any represented 

service or result, such as those set forth in the definition of Mortgage 

Assistance Relief Service in § 1015.2;
169

  

 

¶ The amount of time it will take the mortgage assistance relief service 

provider to accomplish any represented service or result, such as those 

set forth in the definition of Mortgage Assistance Relief Service in 

§1015.2;
170

  

 

¶ That a mortgage assistance relief service is affiliated with, endorsed or 

approved by, or otherwise associated with:
171

  

 

¶ The United States government,
172

  

 

¶ Any governmental homeowner assistance plan,
173
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¶ Any Federal, State, or local government agency, unit, or department,
174

  

 

¶ Any nonprofit housing counselor agency or program,
175

  

 

¶ The maker, holder, or servicer of the consumer's dwelling loan, or
176

  

 

¶ Any other individual, entity, or program;
177

  

 

¶ The consumer's obligation to make scheduled periodic payments or 

any other payments pursuant to the terms of the consumer's dwelling 

loan;
178

  

 

¶ The terms or conditions of the consumer's dwelling loan, including but 

not limited to the amount of debt owed;
179

  

 

¶ The terms or conditions of any refund, cancellation, exchange, or 

repurchase policy for a mortgage assistance relief service, including 

but not limited to the likelihood of obtaining a full or partial refund, or 

the circumstances in which a full or partial refund will be granted, for 

a mortgage assistance relief service; 
180

 

 

¶ That the mortgage assistance relief service provider has completed the 

represented services or has a right to claim, demand, charge, collect, or 

receive payment or other consideration;
181

  

 

¶ That the consumer will receive legal representation;
182

  

 

¶ The availability, performance, cost, or characteristics of any 

alternative to for-profit mortgage assistance relief services through 

which the consumer can obtain mortgage assistance relief, including 

negotiating directly with the dwelling loan holder or servicer, or using 

any nonprofit housing counselor agency or program; 
183
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¶ The amount of money or the percentage of the debt amount that a 

consumer may save by using the mortgage assistance relief service;
184

  

 

¶ The total cost to purchase the mortgage assistance relief service; or
185

  

 

¶ The terms, conditions, or limitations of any offer of mortgage 

assistance relief the provider obtains from the consumer's dwelling 

loan holder or servicer, including the time period in which the 

consumer must decide to accept the offer;
186

  

 

 

 

Time to Think 3.4 
   

1) That a mortgage assistance relief service is affiliated with, endorsed or 

approved by, or otherwise associated with the  

________UNITED STATES GOVERNMENT ________________. 

2) It is a violation of this rule for any mortgage assistance relief service 

provider to misrepresent that the consumer will receive 

________LEGAL ________ representation. 

3) Any mortgage assistance relief provider must keep, for a period of 

________TWENTY -FOUR (24) MONTHS________ from the date 

the record is created, the records required by this section. 

  

                                                 
184
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Disclosure Violations 

It is a violation of this rule for any mortgage assistance relief service 

provider to engage in the following conduct:
187

  

¶ Disclosures in All General Commercial Communications - Failing to 

place the following statements in every general commercial 

communication for any mortgage assistance relief service: 
188

 

o ñ(Name of company) is not associated with the government, and 

our service is not approved by the government or your lender.ò
189

 

o In cases where the mortgage assistance relief service provider has 

represented, expressly or by implication, that consumers will 

receive any service or result set forth in paragraphs (2) through (6) 

of the definition of Mortgage Assistance Relief Service in § 1015.2, 

ñEven if you accept this offer and use our service, your lender may 

not agree to change your loan.ò
190

  

o The disclosures required by this paragraph must be made in a clear 

and prominent manner, and -
191

  

o In textual communications the disclosures must appear together 

and be preceded by the heading ñIMPORTANT NOTICE,ò which 

must be in bold face font that is two point-type larger than the font 

size of the required disclosures; and
192

  

o In communications disseminated orally or through audible means, 

wholly or in part, the audio component of the required disclosures 

must be preceded by the statement ñBefore using this service, 

consider the following information.ò
193

 

¶ Disclosures in All Consumer-Specific Commercial Communications - 

Failing to disclose the following information in every consumer-

specific commercial communication for any mortgage assistance relief 

service:
194

  

o ñYou may stop doing business with us at any time. You may 

accept or reject the offer of mortgage assistance we obtain from 
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your lender [or servicer]. If you reject the offer, you do not have to 

pay us. If you accept the offer, you will have to pay us (insert 

amount or method for calculating the amount) for our services.ò 

For the purposes of this paragraph (b)(1), the amount ñyou will 

have to payò shall consist of the total amount the consumer must 

pay to purchase, receive, and use all of the mortgage assistance 

relief services that are the subject of the sales offer, including, but 

not limited to, all fees and charges.
195

  

o ñ(Name of company) is not associated with the government, and 

our service is not approved by the government or your lender.ò 
196

 

o In cases where the mortgage assistance relief service provider has 

represented, expressly or by implication, that consumers will 

receive any service or result set forth in paragraphs (2) through (6) 

of the definition of Mortgage Assistance Relief Service in § 1015.2, 

ñEven if you accept this offer and use our service, your lender may 

not agree to change your loan.ò
197

  

o The disclosures required by this paragraph must be made in a clear 

and prominent manner, and - 
198

 

o In textual communications the disclosures must appear together 

and be preceded by the heading ñIMPORTANT NOTICE,ò which 

must be in bold face font that is two point-type larger than the font 

size of the required disclosures; and
199

 

o In communications disseminated orally or through audible means, 

wholly or in part, the audio component of the required disclosures 

must be preceded by the statement ñBefore using this service, 

consider the following informationò and, in telephone 

communications, must be made at the beginning of the call.
200

 

¶ Disclosures in All General Commercial Communications, Consumer-

Specific Commercial Communications, and Other Communications - 

In cases where the mortgage assistance relief service provider has 

represented, expressly or by implication, in connection with the 

advertising, marketing, promotion, offering for sale, sale, or 

performance of any mortgage assistance relief service, that the 

consumer should temporarily or permanently discontinue payments, in 

whole or in part, on a dwelling loan, failing to disclose, clearly and 

prominently, and in close proximity to any such representation that ñIf 
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you stop paying your mortgage, you could lose your home and damage 

your credit rating.ò 
201

 

¶ It is a violation of this rule for any person to obtain, or attempt to 

obtain, a waiver from any consumer of any protection provided by or 

any right of the consumer under this rule.
202

 

 

¶ It is a violation of this rule for a person to provide substantial 

assistance or support to any mortgage assistance relief service provider 

when that person knows or consciously avoids knowing that the 

provider is engaged in any act or practice that violates this rule.
203

 

¶ Any mortgage assistance relief provider must keep, for a period of 

twenty-four (24) months from the date the record is created, the 

following records:
204

 

o Copies of all documents or telephone recordings created in 

connection with compliance of this section;
205

 

o Copies of all materially different sales scripts, training materials, 

commercial communications, or other marketing materials, 

including Web sites and weblogs, for any mortgage assistance 

relief service; and
206

  

¶ A mortgage assistance relief service provider also must:
207

  

o Take reasonable steps sufficient to monitor and ensure that all 

employees and independent contractors comply with this rule. 

Such steps shall include the monitoring of communications 

directed at specific consumers, and shall also include, at a 

minimum, the following:
208

  

o If the mortgage assistance relief service provider is engaged in the 

telemarketing of mortgage assistance relief services, performing 

random, blind recording and testing of the oral representations 

made by individuals engaged in sales or other customer service 

functions;
209
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o Establishing a procedure for receiving and responding to all 

consumer complaints; and
210

  

o Ascertaining the number and nature of consumer complaints 

regarding transactions in which all employees and independent are 

involved;
211

  

o Investigate promptly and fully each consumer complaint 

received;
212

 

o Take corrective action with respect to any employee or contractor 

whom the mortgage assistance relief service provider determines is 

not complying with this rule, which may include training, 

disciplining, or terminating such individual; and
213

 

o Maintain any information and material necessary to demonstrate its 

compliance with paragraphs (b)(1) through (3) of this section.
214

  

¶ A mortgage assistance relief provider may keep the records required 

by paragraphs (a) and (b) of this section in any form, and in the same 

manner, format, or place as it keeps such records in the ordinary 

course of business.
215

  

¶ It is a violation of this rule for a mortgage assistance relief service 

provider not to comply with this section. 
216
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Section 4 

APPRAISALS FOR HIGHER PRICED 

MORTGAGE LOANS  

 

Definitions 

ñHigher-priced mortgage loanò means a closed-end consumer credit 

transaction secured by the consumer's principal dwelling with an annual 

percentage rate that exceeds the average prime offer rate for a comparable 

transaction as of the date the interest rate is set:
217

  

Á By 1.5 or more percentage points for loans secured by a first lien with 

a principal obligation at consummation that does not exceed the limit 

in effect as of the date the transaction's interest rate is set for the 

maximum principal obligation eligible  for purchase by Freddie 

Mac;
218

  

Á By 2.5 or more percentage points for loans secured by a first lien with 

a principal obligation at consummation that exceeds the limit in effect 

as of the date the  transaction's interest rate is set for the maximum 

principal obligation eligible for purchase by Freddie Mac; or
219

  

Á By 3.5 or more percentage points for loans secured by a subordinate 

lien.
220

  

ñAverage prime offer rateò means an annual percentage rate that is 

derived from average interest rates, points, and other loan pricing terms 

currently offered to consumers by a representative sample of creditors for 

mortgage transactions that have low-risk pricing characteristics. The 

Bureau publishes average prime offer rates for a broad range of types of 

transactions in a table updated at least weekly as well as the methodology 

the Bureau uses to derive these rates.
221

  

Certified or licensed appraiser means a person who is certified or 

licensed by the State agency in the State in which the property that secures 
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the transaction is located, and who performs the appraisal in conformity 

with the Uniform Standards of Professional Appraisal Practice and the 

requirements applicable to appraisers in title XI of the Financial 

Institutions Reform, Recovery, and Enforcement Act of 1989, as amended 

( 12 U.S.C. 3331et seq.), and any implementing regulations in effect at the 

time the appraiser signs the appraiser's certification.
222

  

Credit risk  means the financial risk that a consumer will default on a 

loan.
223

  

Manufactured home has the same meaning as in 24 CFR 3280.2.
224

 

National Registry means the database of information about State certified 

and licensed appraisers maintained by the Appraisal Subcommittee of the 

Federal Financial Institutions Examination Council.
225

  

New manufactured home means a manufactured home that has not been 

previously occupied.
226

 

State agency means a ñState appraiser certifying and licensing agencyò 

recognized in accordance with section 1118(b) of the Financial Institutions 

Reform, Recovery, and Enforcement Act of 1989 ( 12 U.S.C. 3347(b)) and 

any implementing regulations.
227

 

 

Exemptions 

Unless otherwise specified, the requirements in the following sections do 

not apply to the following types of transactions:
228

 

Á A loan that satisfies the criteria of a qualified mortgage as defined 

pursuant to 15 U.S.C. 1639c;
229

  

 

Á An extension of credit for which the amount of credit extended is 

equal to or less than the applicable threshold amount, which is adjusted 

every year to reflect increases in the Consumer Price Index for Urban 

                                                 
222

 https://www.law.cornell.edu/cfr/text/12/1026.35 (c)(1)(i) 
223

 https://www.law.cornell.edu/cfr/text/12/1026.35 (c)(1)(ii) 
224

 https://www.law.cornell.edu/cfr/text/12/1026.35 (c)(1)(iii) 
225

 https://www.law.cornell.edu/cfr/text/12/1026.35 (c)(1)(v) 
226

 https://www.law.cornell.edu/cfr/text/12/1026.35 (c)(1)(vi) 
227

 https://www.law.cornell.edu/cfr/text/12/1026.35 (c)(1)(vii) 
228

 https://www.law.cornell.edu/cfr/text/12/1026.35 (c)(2) 
229

 https://www.law.cornell.edu/cfr/text/12/1026.35 (c)(2)(i) 

https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=2476c0481267cbd73ff7250de5e9cdf6&term_occur=2&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/uscode/text/12/3331
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=f1bfd02c4198ad3fe55e24cc6d865ca3&term_occur=14&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=0e43744e642d16e26c6fe6181f51e095&term_occur=4&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/cfr/text/24/3280.2
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=73aceca5500b4eb4a79ca54c66fd5d31&term_occur=4&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=95365dd62f5b36b5592047f5ec6d7435&term_occur=3&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/uscode/text/12/3347#b
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=2476c0481267cbd73ff7250de5e9cdf6&term_occur=3&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/uscode/text/15/1639c
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=f91e32837c6d0518c99b947dea6842ad&term_occur=1&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=f91e32837c6d0518c99b947dea6842ad&term_occur=2&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=f1bfd02c4198ad3fe55e24cc6d865ca3&term_occur=15&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/cfr/text/12/1026.35
https://www.law.cornell.edu/cfr/text/12/1026.35
https://www.law.cornell.edu/cfr/text/12/1026.35
https://www.law.cornell.edu/cfr/text/12/1026.35
https://www.law.cornell.edu/cfr/text/12/1026.35
https://www.law.cornell.edu/cfr/text/12/1026.35
https://www.law.cornell.edu/cfr/text/12/1026.35
https://www.law.cornell.edu/cfr/text/12/1026.35


 
 

101 
 

 

Wage Earners and Clerical Workers, as applicable, and published in 

the official staff commentary for this section
230

 

 

Á A transaction secured by a mobile home, boat, or trailer. 
231

 

 

Á A transaction to finance the initial construction of a dwelling.
232

  

 

Á A loan with a maturity of 12 months or less, if the purpose of the loan 

is a ñbridgeò loan connected with the acquisition of a dwelling 

intended to become the consumer's principal dwelling.
233

  

 

Á A reverse-mortgage transaction subject to 12 CFR 1026.33(a).
234

  

 

Á An extension of credit that is a refinancing secured by a first lien, with 

refinancing defined as in § 1026.20(a) (except that the creditor need 

not be the original creditor or a holder or servicer of the original 

obligation), provided that the refinancing meets the following 

criteria:
235

  

 
o Either -  

- The credit risk of the refinancing is retained by the person that held 

the credit risk of the existing obligation and there is no commitment, 

at consummation, to transfer the credit risk to another person; or
236

 

- The refinancing is insured or guaranteed by the same Federal 

government agency that insured or guaranteed the existing 

obligation;
237

  

 
Á The regular periodic payments under the refinance loan do not ï  

 
o Cause the principal balance to increase;

238
 

 

o Allow the consumer to defer repayment of principal; or
239

  

 

o Result in a balloon payment, as defined in § 1026.18(s)(5)(i); and
240
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o The proceeds from the refinancing are used solely to satisfy the existing 

obligation and amounts attributed solely to the costs of the refinancing; 

and
241

 

 

¶ A transaction secured by:
242

  

 

o A new manufactured home and land, but the exemption shall only apply 

to the requirement in this section that the appraiser conduct a physical 

visit of the interior of the new manufactured home; or
243

  

 

o A manufactured home and not land, for which the creditor obtains one of 

the following and provides a copy to the consumer no later than three 

business days prior to consummation of the transaction
244

 

 

- For a new manufactured home, the manufacturer's invoice for the 

manufactured home securing the transaction, provided that the date 

of manufacture is no earlier than 18 months prior to the creditor's 

receipt of the consumer's application for credit;
245

  

 

- A cost estimate of the value of the manufactured home securing the 

transaction obtained from an independent cost service provider; or
246

  

 

- A valuation, as defined in § 1026.42(b)(3), of the manufactured 

home performed by a person who has no direct or indirect interest, 

financial or otherwise, in the property or transaction for which the 

valuation is performed and has training in valuing manufactured 

homes.
247
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Time to Think 3.5 
   

1) New manufactured home means a manufactured home that has not 

been ____________PREVIOUSLY OCCUPIED____________. 

2) A transaction to finance the initial construction of a dwelling is 

________EXEMPT________from the requirements of this section. 

3) Unless exempt, a creditor shall provide to the consumer  

______A COPY______ of any written appraisal performed in 

connection with a higher-priced mortgage. 

Appraisals required  

¶ Unless exempted as shown above, a creditor shall not extend a higher-

priced mortgage loan to a consumer without obtaining, prior to 

consummation, a written appraisal of the property to be mortgaged. 

The appraisal must be performed by a certified or licensed appraiser 

who conducts a physical visit of the interior of the property that will 

secure the transaction.
248

  

 

¶ Safe harbor. A creditor obtains a written appraisal that meets the 

requirements for an appraisal required under this section if the 

creditor:
249

 

 

o Orders that the appraiser perform the appraisal in conformity with 

the Uniform Standards of Professional Appraisal Practice and title 

XI of the Financial Institutions Reform, Recovery, and 

Enforcement Act of 1989, as amended ( 12 U.S.C. 3331et seq.), 

and any implementing regulations in effect at the time the 

appraiser signs the appraiser's certification;
250

  

 

o Verifies through the National Registry that the appraiser who 

signed the appraiser's certification was a certified or licensed 
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appraiser in the State in which the appraised property is located as 

of the date the appraiser signed the appraiser's certification;
251

  
 

o Confirms that the elements set forth in Regulation N (see 

Appendix A5) to this part are addressed in the written appraisal; 

and
252

  
  

o Has no actual knowledge contrary to the facts or certifications 

contained in the written appraisal.
253

 

 

¶ Additional appraisal for certain higher-priced mortgage loans - 
254

 

 

o Unless exempted as shown above, a creditor shall not extend a 

higher-priced mortgage loan to a consumer to finance the 

acquisition of the consumer's principal dwelling without obtaining, 

prior to consummation, two written appraisals, if:
255

  

 

o The seller acquired the property 90 or fewer days prior to the date 

of the consumer's agreement to acquire the property and the price 

in the consumer's agreement to acquire the property exceeds the 

seller's acquisition price by more than 10 percent; or
256

 

 

o The seller acquired the property 91 to 180 days prior to the date of 

the consumer's agreement to acquire the property and the price in 

the consumer's agreement to acquire the property exceeds the 

seller's acquisition price by more than 20 percent.
257

  
 

o Different certified or licensed appraisers. The two appraisals 

required in this section may not be performed by the same certified 

or licensed appraiser.
258

  
 

o Relationship to general appraisal requirements. If two appraisals 

must be obtained, each appraisal shall be performed by a certified 

or licensed appraiser who conducts a physical visit of the interior 

of the property that will secure the transaction.
259
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o Required analysis in the additional appraisal. One of the two 

required appraisals must include an analysis of:
260

  

 

o The difference between the price at which the seller acquired the 

property and the price that the consumer is obligated to pay to 

acquire the property, as specified in the consumer's agreement to 

acquire the property from the seller;
261

  
 

o Changes in market conditions between the date the seller acquired 

the property and the date of the consumer's agreement to acquire 

the property; and
262

  

 

- Any improvements made to the property between the date the 

seller acquired the property and the date of the consumer's 

agreement to acquire the property.
263

  

 

o No charge for the additional appraisal. If the creditor must obtain 

two appraisals, the creditor may charge the consumer for only one 

of the appraisals.
264

  
 

o Creditor's determination of prior sale date and price -
265

 

 

o A creditor must obtain two written appraisals unless the creditor 

can demonstrate by exercising reasonable diligence that the 

requirement to obtain two appraisals does not apply.  A creditor 

acts with reasonable diligence if the creditor bases its 

determination on information contained in written source 

documents.
266

  

 

o The additional appraisal required under this section shall not apply 

to extensions of credit that finance a consumer's acquisition of 

property:
267

  

 

- From a local, State or Federal government agency;
268

  

 

- From a person who acquired title to the property through 

foreclosure, deed-in-lieu of foreclosure, or other similar 
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judicial or non-judicial procedure as a result of the person's 

exercise of rights as the holder of a defaulted mortgage loan;
269

  

 

- From a non-profit entity as part of a local, State, or Federal 

government program under which the non-profit entity is 

permitted to acquire title to single-family properties for resale 

from a seller who acquired title to the property through the 

process of  foreclosure, deed-in-lieu of foreclosure, or other 

similar judicial or non-judicial procedure;
270

  

 

- From a person who acquired title to the property by inheritance 

or pursuant to a court order of dissolution of marriage, civil 

union, or domestic partnership, or of partition of joint or 

marital assets to which the seller was a party;
271

  

 

- From an employer or relocation agency in connection with the 

relocation of an employee;
272

  

 

- From a service member, as defined in 50 U.S.C. App. 511(1), 

who received a deployment or permanent change of station 

order after  the service member purchased the property;
273

  

 

- Located in an area designated by the President as a federal 

disaster area, if and for as long as the Federal financial 

institutions regulatory agencies, as defined in 12 U.S.C. 

3350(6), waive the requirements in title XI of the Financial 

Institutions Reform, Recovery, and Enforcement Act of 1989, 

as amended ( 12 U.S.C. 3331et seq.), and any implementing 

regulations in that area; or
274

 

 

- Located in a rural county, as defined in 

12CFR1026.35(b)(2)(iv)(A).
275

 

 

¶ Required disclosure - 
276

  
 

o Unless exempt, a creditor shall disclose the following statement, in 

writing, to a consumer who applies for a higher-priced mortgage 
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loan: ñWe may order an appraisal to determine the property's value 

and charge you for this appraisal. We will give you a copy of any 

appraisal, even if your loan does not close. You can pay for an 

additional appraisal for your own use at your own cost.ò 

Compliance with the disclosure requirement in Regulation B, 12 

CFR 1002.14(a)(2), satisfies the requirements of this paragraph.
277

  

 

o Timing of disclosure. The disclosure required by this section shall 

be delivered or placed in the mail no later than the third business 

day after the creditor receives the consumer's application for a 

higher-priced mortgage loan as defined in this section. In the case 

of a loan that is not a higher-priced mortgage loan as defined in 

this section at the time of application, but becomes a higher-priced 

mortgage loan as defined in this section after application, the 

disclosure shall be delivered or placed in the mail not later than the 

third business day after the creditor determines that the loan is a 

higher-priced mortgage loan as defined in this section.
278

 

 

¶ Copy of appraisals - 
279

 

 

o Unless exempt, a creditor shall provide to the consumer a copy of 

any written appraisal performed in connection with a higher-priced 

mortgage loan pursuant to this section.
280

 

 

o A creditor shall provide to the consumer a copy of each written 

appraisal pursuant to this section:
281

  

 

o No later than three business days prior to consummation of the 

loan; or
282

 

 

o In the case of a loan that is not consummated, no later than 30 days 

after the creditor determines that the loan will not be 

consummated.
283

  

 

o Any copy of a written appraisal required by this section may be 

provided to the applicant in electronic form, subject to compliance 

with the consumer consent and other applicable provisions of the 
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Electronic Signatures in Global and National Commerce Act (E-

Sign Act) ( 15 U.S.C. 7001et seq.).
284

  

 

o No charge for copy of appraisal. A creditor shall not charge the 

consumer for a copy of a written appraisal required to be provided 

to the consumer.
285

 

 

¶ The rules in this section were adopted jointly by the Federal Reserve 

Board (Board), the Office of the Comptroller of the Currency (OCC), the 

Federal Deposit Insurance Corporation, the National Credit Union 

Administration, the Federal Housing Finance Agency, and the Bureau. 

These rules are substantively identical to the Board's and the OCC's 

higher-priced mortgage loan appraisal rules published separately in 12 

CFR 226.43 (for the Board) and in 12 CFR part 34, subpart G and 12 CFR 

part 164, subpart B (for the OCC).
286

 

 

¶ Evasion; open-end credit. In connection with credit secured by a 

consumer's principal dwelling that does not meet the definition of open-

end credit in § 1026.2(a)(20), a creditor shall not structure a home-secured 

loan as an open-end plan to evade the requirements of this section.
287

  

 
 

Time to Think 3.6 
   

1) USPAP stands for: 

 _______Uniform Standard of Professional Appraisal  ____________. 

2) To verify if an appraiser is licensed you go to the:   

________National Registry_________________________________. 

3) What does MAI signify: 

________Member Appraisal Institute__________________________. 
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 https://www.law.cornell.edu/cfr/text/12/1026.35 (c)(6)(iii) 
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 https://www.law.cornell.edu/cfr/text/12/1026.35 (c)(6)(iv) 
286

 https://www.law.cornell.edu/cfr/text/12/1026.35 (c)(7) 
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 https://www.law.cornell.edu/cfr/text/12/1026.35 (c)(6 

https://www.law.cornell.edu/uscode/text/15/7001
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=f1bfd02c4198ad3fe55e24cc6d865ca3&term_occur=38&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=f1bfd02c4198ad3fe55e24cc6d865ca3&term_occur=39&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=6f3eebdee64c72af7ec527c0dc7ad7f4&term_occur=1&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/cfr/text/12/226.43
https://www.law.cornell.edu/cfr/text/12/226.43
https://www.law.cornell.edu/cfr/text/12/part-34
https://www.law.cornell.edu/cfr/text/12/part-164
https://www.law.cornell.edu/cfr/text/12/part-164
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=f1bfd02c4198ad3fe55e24cc6d865ca3&term_occur=40&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=3e0405d79d792349ba13721268a40492&term_occur=14&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=7ca4169a08c78ba0197aba63ecb79303&term_occur=1&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=7ca4169a08c78ba0197aba63ecb79303&term_occur=1&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/cfr/text/12/1026.2#a_20
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=2476c0481267cbd73ff7250de5e9cdf6&term_occur=11&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/cfr/text/12/1026.35
https://www.law.cornell.edu/cfr/text/12/1026.35
https://www.law.cornell.edu/cfr/text/12/1026.35
https://www.law.cornell.edu/cfr/text/12/1026.35
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Chapter 3 

FINAL EXAM  

 

1) Each year American consumers lose ______billions______ of dollars 

as a result of deceptive marketing and false ads. 

2) Your ad, while completely truthful, could be a violation of the TILA, 

MAP, or MARS rules by virtue of not having full and complete 

______disclosure______.   

3) The DoddïFrank Wall Street Reform and Consumer Protection Act 

was signed into federal law by President ____Barack Obama______ 

on July 21, 2010. 

4) Mortgage Acts and Practices ñMAPò Rule was issued by the  

______ Consumer Financial Protection Bureau____________. 

5) TILA's general rule making authority was transferred to the 

______Consumer Financial Protection Bureau (CFPB)____. 

6) ______Advertisement______ means a commercial message in any 

medium that promotes, directly or indirectly, a credit transaction. 

7) If an advertisement states ______a rate of finance charge______, it 

shall state the rate as an ñannual percentage rate,ò using that term. 

8) The Truth in Lending Act was enacted in ________1968________.   

9) It is a violation for any person to make any material 

______misrepresentation______. 

https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=b61149fd027ed987b70382fae386167f&term_occur=1&term_src=Title:12:Chapter:X:Part:1014:1014.1
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=1d2814de3a126cd99614af4d740180b6&term_occur=1&term_src=Title:12:Chapter:X:Part:1014:1014.3


 
 

110 
 

 

10) Consumer means a ______natural person______ to whom a mortgage 

credit product is offered or extended.  

11) Who is the head of CFPB? _________Richard Cordray________.   

12) Name a possible advertising violation in advertising a Reverse 

Mortgage ________many________. 

13) Certified or licensed appraiser means a person who is certified or 

licensed by the ______State agency in the State______ in which the 

property that secures the transaction is located. 

14) A plan, program, or campaign which is conducted to induce the 

purchase of any service, by use of one or more telephones and which 

involves more than one interstate telephone call is: 

______Telemarketing______.  

15) Any person that provides, offers to provide, or arranges for others to 

provide, any mortgage assistance relief service is _____ ____ _____ 

____ Mortgage Assistance Relief Service Provider or Provider____. 

16) Unless the transaction is exempt a creditor shall not extend a higher-

priced mortgage loan to a consumer without obtaining, prior to 

consummation, ______a written appraisal______ of the property to 

be mortgaged. 

17) Any copy of a required written appraisal may be provided to the 

applicant in ______electronic______ form.  

https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=1d2814de3a126cd99614af4d740180b6&term_occur=1&term_src=Title:12:Chapter:X:Part:1014:1014.2
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=f760eacd1fdc4c35e380e5425b2b572b&term_occur=1&term_src=Title:12:Chapter:X:Part:1014:1014.2
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=f760eacd1fdc4c35e380e5425b2b572b&term_occur=1&term_src=Title:12:Chapter:X:Part:1014:1014.2
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=9611d7b167015f671e3eef448e673ddf&term_occur=4&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=73aceca5500b4eb4a79ca54c66fd5d31&term_occur=2&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=73aceca5500b4eb4a79ca54c66fd5d31&term_occur=3&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=f1bfd02c4198ad3fe55e24cc6d865ca3&term_occur=20&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35


 
 

111 
 

 

18) A creditor shall provide to the consumer a copy of each written 

appraisal no later than ______three business days______ prior to 

consummation of the loan. 

19) If the creditor must obtain two appraisals, the creditor may charge the 

consumer for ______only one______ of the appraisals.  

20) The requirement for an additional appraisal would not apply to an 

extension of credit that finance a consumer's acquisition of property 

from a ______Local, State or Federal______ government agency. 

  

https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=f1bfd02c4198ad3fe55e24cc6d865ca3&term_occur=36&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=8ccd3125c0a78e1f50101c8e5efdebf4&term_occur=4&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=f1bfd02c4198ad3fe55e24cc6d865ca3&term_occur=31&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=f1bfd02c4198ad3fe55e24cc6d865ca3&term_occur=32&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=73aceca5500b4eb4a79ca54c66fd5d31&term_occur=6&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
https://www.law.cornell.edu/definitions/index.php?width=840&height=800&iframe=true&def_id=9f31b6a8e97d3939385fdd9e5f7419ef&term_occur=2&term_src=Title:12:Chapter:X:Part:1026:Subpart:E:1026.35
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Chapter 4 
 

CALIFORNIA DBO AGENCY 

SPECIFIC EDUCATION 

REQUIREMENT ï 1 HOUR 
 

Section 1 

CALIFORNIA RESIDENTIAL 

MORTGAGE LENDING ACT
288

 

History  

1. The California Residential Mortgage Lending Act (CRMLA) is 

contained in Division 20 of the California Financial Code, 

commencing with Section 50000
289

.  

 

2. The regulations are contained in Subchapter 11.5 of Chapter 3
290

 of 

Title 10 of the California Code of Regulations, commencing with 

Section 1950.003 (10 C.C.R. §1950.003, et seq.).  

 

3. The CRMLA was enacted in 1994 and became operative in 1996.  

 

4. The CRMLA was enacted as an alternative to the existing laws 

licensing lenders under the Real Estate Law and the California Finance 

Lenders Law, in order to provide mortgage bankers with a licensing 

law specifically intended to regulate their primary functions of 

originating and servicing residential mortgage loans.  

 

5. Unlike the Real Estate Law and the California Finance Lenders Law, 

the CRMLA is specifically designed to authorize and regulate 
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 http://www.dbo.ca.gov/Licensees/Residential_Mortgage/  
289

https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=FIN&division=20.&title=&

part=&chapter=&article=  
290

https://govt.westlaw.com/calregs/Browse/Home/California/CaliforniaCodeofRegulations?guid=I7F6752E02BCF1

1E4A6D6D3F1F2EE3B20&originationContext=documenttoc&transitionType=Default&contextData=(sc.Default)  

http://leginfo.legislature.ca.gov/faces/codes.xhtml
http://ccr.oal.ca.gov/
http://www.dbo.ca.gov/Licensees/Residential_Mortgage/
https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=FIN&division=20.&title=&part=&chapter=&article
https://leginfo.legislature.ca.gov/faces/codes_displayexpandedbranch.xhtml?tocCode=FIN&division=20.&title=&part=&chapter=&article
https://govt.westlaw.com/calregs/Browse/Home/California/CaliforniaCodeofRegulations?guid=I7F6752E02BCF11E4A6D6D3F1F2EE3B20&originationContext=documenttoc&transitionType=Default&contextData=(sc.Default)
https://govt.westlaw.com/calregs/Browse/Home/California/CaliforniaCodeofRegulations?guid=I7F6752E02BCF11E4A6D6D3F1F2EE3B20&originationContext=documenttoc&transitionType=Default&contextData=(sc.Default)
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mortgage banking activities. An applicant under the CRMLA may 

obtain a license as a lender, a servicer, or both.  

 

6. The CRMLA authorizes licensees to make federally related mortgage 

loans, to make loans to finance the construction of a home, to sell the 

loans to institutional investors, and to service such loans.  

 

7. Licensees are authorized to purchase and sell federally related 

mortgage loans and to provide contract underwriting services for 

institutional lenders.  

 

8. Licensees are authorized to service any federally related mortgage loan 

regardless of whether they make the loan or purchase a servicing 

portfolio.  

 

9. A licensed CRMLA lender is also authorized to provide brokerage 

services to a borrower, by attempting to obtain a mortgage loan on 

behalf of the borrower from an institutional lender 

 

10. Employees who engage in brokering activities on behalf of the 

CRMLA licensee must be licensed mortgage loan originators 

employed by the licensee. 

 

Important Facts About CRMLA Under 

DBO291 

Note:  Sometimes when you are reading these codes the Agency will still 

be referred to as DOC, Department of Corporations. This change of names 

and functions was effective on July 1, 2013. This was a reorganization by 

Governor Jerry Brown. 

 

The Department of Corporations and the Department of Financial 

Institutions were combined to form the Department of Business 

Oversight.  At the same time the Department of Real Estate was placed 

under the Department of Consumer Affairs and renamed the California 

Bureau of Real Estate. 
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 http://www.dbo.ca.gov/Licensees/Residential_Mortgage/Requirements.asp  

http://www.dbo.ca.gov/Licensees/Residential_Mortgage/Requirements.asp
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Net Worth Requirements 

Each licensee is required to maintain tangible net worth of at least 

$250,000 at all times.  (California Financial Code Section 50201) 

(a) A licensee issued a license for purposes of making or servicing 

residential mortgage loans, including a licensee employing one or 

more mortgage loan originators, shall continuously maintain a 

minimum tangible net worth at all times of two hundred fifty  

thousand dollars ($250,000).  

(b) The commissioner, in his or her discretion, may require a lender who 

engages in the activities described in paragraph (2) of subdivision 

(m) of Section 50003 to continuously maintain a minimum tangible 

net worth of an amount that is greater than two hundred fifty  

thousand dollars ($250,000), but that does not exceed the net worth 

required of an approved lender under the Federal Housing 

Administration. 

(c) Tangible net worth shall be computed in accordance with generally 

accepted accounting principles. 

 

Cannot Do
292

 

1. Fail to disburse funds in accordance with a commitment to make a 

mortgage loan that is accepted by the applicant. 

2. Accept fees at closing that are not disclosed to the borrower on the 

federal HUD-1 Settlement Statement. 

3. Commit an act in violation of Section 2941 of the Civil  Code 

(covers reconveyance). 

4. Obtain or induce an agreement or other instrument in which blanks 

are left to be filled in after execution. 

5. Intentionally delay closing of a mortgage loan for the sole purpose 

of increasing interest, costs, fees, or charges payable by the 

borrower. 

6. Engage in fraudulent home mortgage underwriting practices. 
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https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=FIN&division=20.&title=&part=&cha

pter=9.&article=  

https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=FIN&division=20.&title=&part=&chapter=9.&article
https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=FIN&division=20.&title=&part=&chapter=9.&article
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7. Make payment of any kind, whether directly or indirectly, to an in-

house or fee appraiser of a government or private money lending 

agency, with which an application for a home mortgage has been 

filed, for the purpose of influencing the independent judgment of 

the appraiser with respect to the value of real estate that is to be 

covered by the home mortgage. 

- in any acts in violation of Section 17200 or 17500 of the 

Business and Professions Code (unfair competition and 

deceptive advertising). 

8. A residential mortgage lender or servicer licensee shall maintain a 

surety bond in accordance with this subdivision. The bond shall be 

used for the recovery of expenses, fines, and fees levied by the 

commissioner in accordance with this division or for losses or 

damages incurred by borrowers or consumers as the result of a 

licenseeôs noncompliance with the requirements of this division.  

9. The bond shall be payable when the licensee fails to comply with a 

provision of this division and shall be in the amount of fifty  

thousand dollars ($50,000), and may be increased by order of the 

commissioner to one hundred thousand dollars ($100,000) upon a 

determination by the commissioner that the licensee is not in 

compliance with any provision of this chapter or any rule or order 

adopted or issued by the commissioner to implement or enforce 

provisions of this chapter.  

10. The bond shall be payable to the commissioner and issued by an 

insurance company authorized to do business in this state. An 

original surety bond, including any and all riders and endorsements 

executed subsequent to the effective date of the bond, shall be filed 

with the commissioner within 10 days of its execution. 

11. The commissioner may by rule require a higher bond amount for a 

licensee employing one or more mortgage loan originators, based 

on the dollar amount of residential mortgage loans originated by 

that licensee and any mortgage loan originators employed by that 

licensee. Every mortgage loan originator employed by the licensee 

shall be covered by the surety bond. 

12. The license shall state the name of the licensee. If  the licensee is a 

partnership, the license shall state the names of its general partners. 

If  the licensee is a corporation or an association, the license shall 

state the date and place of the corporationôs incorporation or 

organization. If  the licensee is a residential mortgage lender or 

servicer, the license shall state the address of the licenseeôs 

principal business location. The license shall state whether the 
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licensee is licensed as a residential mortgage loan lender or 

servicer or as a mortgage loan originator. 

13. Disburse the mortgage loan proceeds in a form other than direct 

deposit to the borrowerôs or borrowerôs designeeôs account, wire, 

bank or certified check, ACH funds transfer, or attorneyôs check 

drawn on a trust account.  

14. This chapter does not authorize a residential mortgage lender 

licensee to do any of the following: 

1) Provide brokerage services through independent contractors. 

2) Provide brokerage services through an employee not licensed 

as a mortgage loan originator. 

3) Obtain or attempt to obtain for a borrower a residential 

mortgage loan that is a ñhigh cost mortgage,ò referred to in 

Section 152(aa)(1) of the federal Home Ownership and Equity 

Protection Act of 1994, as amended (15 U.S.C. Sec. 1602(aa)). 

4) Hold itself out to borrowers, through advertising, as a mortgage 

broker, rather than a residential mortgage lender. However, a 

licensee shall disclose its status as a broker or agent when that 

disclosure is required by law. 

5) Perform activity subject to Section 10131 of the Business and 

Professions Code, except activities authorized by this division. 

15. A mortgage loan originator may only provide brokerage services 

as an employee of a licensed residential mortgage lender. 

16. A residential mortgage lender, or a person or employee acting 

under the authority of a residential mortgage lenderôs license, 

including a mortgage loan originator, shall not provide brokerage 

services to a borrower, except as provided in subdivision (c).  

 

More Cannot Do
293

 

¶ Except as provided in subdivision (b), the commissioner has primary 

regulatory jurisdiction over all transactions in which a licensed 

residential mortgage lender provides brokerage services, whether the 

brokerage services are provided under the authority of this chapter or 

under the Real Estate Law. 
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https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=FIN&division=20.&title=&part=&cha

pter=9.&article=  

https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=FIN&division=20.&title=&part=&chapter=9.&article
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117 
 

 

¶ If  the commissioner has reason to believe that a residential mortgage 

lender or one of its employees has violated the Real Estate Law while 

providing brokerage services under a real estate brokerôs license, the 

commissioner shall refer the matter to the Real Estate Commissioner, 

who may conduct an investigation to determine if  a violation of the 

Real Estate Law has occurred. If  the Real Estate Commissioner 

believes a violation has occurred, the Real Estate Commissioner may 

commence an enforcement action under the Real Estate Law. 

 

Annual Assessment 

On or before September 30 of each year, the Department levies an annual 

assessment to be paid by each licensee for its pro rata share of all costs 

and expenses reasonably incurred in the administration of the CRMLA. 

The pro rata share is the proportion which a licensee's lending, brokering 

and servicing activity as reported on the annual report for the previous 

calendar year bears to the aggregate activity of all licensees. The minimum 

amount provided by statute is $1,000 with a maximum of $5,000.   

Payment of the annual assessment is required within 20 days of the 

invoice date. 

 

Time to Think 4.1 
   
1. The DBO was born in the year ____________2013____________________. 

2. The net worth requirement for DBO brokers is _______$250K_______. 

3. The bond for a DBO must be at least _________$50K_______________. 

 

Reporting Requirements 

1. Report of Principal Amount of Loans Originated and Aggregate 

Amount of Loans Serviced for the 12-Month Period Ended December 

31 (Also called Mortgage Banker Annual Report), Due March 1.  
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2. Non-traditional, Adjustable Rate and Mortgage Loan Survey, Due 

March 1.  

 

3. Residential Mortgage Loan Report, Due March 31  

 

4. Mortgage Call Report, Due 45 days after the end of each 

quarter.  Every licensee must file the Mortgage Call Report on NMLS 

each quarter.  Please refer to the NMLS Resource Center
294

. 

 

5. Audited Financial Statements, Due within 105 days of end of fiscal 

year: 

 

Á All licensees must submit audited financial statements within 105 

days of the end of the fiscal year.  The audited financial statements 

must document that the licensee maintains tangible net worth of 

$250,000.  The audited financial statements must be posted on 

NMLS. 

 

Section 2 

California Finance Lender Law 

DBO Education Regulations 
 

There is confusion about the California Education Requirements for the 

one hour course that used to be an elective.  Now, the California 

Department of Business Oversite requires one hour of California DBO 

Specific for all CE and two hours of California Specific for the Pre-

Licensure 20 hour course.  The NMLS web site explains this new notice 

that was effective January 1, 2015. 

Notice Regarding New State-Specific Pre-Licensure and 

Continuing Education Requirements for California 

Department of Business Oversight Beginning January 1, 

2015 

Purpose 
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 http://mortgage.nationwidelicensingsystem.org/slr/common/mcr/Pages/default.aspx  
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The purpose of this notice is to inform NMLS approved course providers 

of new pre-licensure education (PE) requirements that that must be met as 

a condition for obtaining a mortgage loan originator (MLO) license with 

the California Department of Business Oversight (CA-DBO) beginning 

January 1, 2015, and new continuing education (CE) requirements that 

must be met as a condition of maintaining a MLO license, also effective 

January 1, 2015. NMLS will begin accepting courses for approval to meet 

the education requirements beginning October 1, 2014. 

Background and Reason for the Notice 

The California Department of Business Oversight (CA-DBO) has 

informed NMLS that in accordance with recently enacted California 

legislation, individuals seeking to obtain a MLO license with CA-DBO 

will be required to complete two (2) hours of California DBO-specific PE 

effective January 1, 2015. This requirement is in addition to the existing 

PE requirements in California. The total number of PE hours required in 

California has not increased, but the course content requirements have 

changed to effectively replace what was a required general elective with 

an agency-specific elective. Additionally, MLOs seeking to maintain an 

MLO license will be required to complete one (1) hour of California 

DBO-specific CE as a condition for licensure renewal also effective 

January 1, 2015. The total number of CE hours required in California has 

not increased, but the course content requirements have changed to 

effectively replace what was a required general elective with an agency-

specific elective. 

CA-DBO Agency-Specific Education Requirements and Reference 

List  

Beginning January 1, 2015, CA-DBO pre-licensure education 

requirements will be as follows: 

3 hours of Federal Law; 

3 hours of Ethics (must include fraud, consumer protection, and fair 

lending issues); 

2 hours lending standards for Non-Traditional mortgage products; 

2 hours of CA-DBO Defined Electives; 

10 hours of General Electives 

Total PE: 20 Hours 

CA-DBO has established the following course content standards that must 

be met as a condition for NMLS course approval: 
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1 hour covering the CA-DBO California Finance Lenders Law (22000 ï 

22780) under Financial Code ï 

ï FIN; Division 9: 

http://leginfo.legislature.ca.gov/faces/codes.xhtml;jsessionid=61a1ae9390f

95a195e05108acedd And 

California Finance Lenders Law under California Code of 

Regulations: 

https://govt.westlaw.com/calregs/Browse/Home/California/CaliforniaCode

ofRegulations?g 

NMLS CA-DBO State-Specific Education Requirements 20140801 

uid=I564737902BCF11E4A6D6D3F1F2EE3B20&originationContext=do

cumenttoc&transitionType=De 

fault&contextData=(sc.Default) 

1 hour covering the CA-DBO California Residential Lending Act (50000 

-50706) under Financial Code 

ï FIN; Division 20: 

http://leginfo.legislature.ca.gov/faces/codes.xhtml;jsessionid=61a1ae9390f

95a195e05108acedd 

Beginning January 1, 2015, CA-DBO continuing education requirements 

will be as follows: 

3 hours of Federal Law; 

2 hours of Ethics (must include fraud, consumer protection, and fair 

lending issues); 

2 hours lending standards for Non-Traditional mortgage products; 

1 hour of CA-DBO Defined Electives 

Total CE: 8 Hours 

CA-DBO has established the following course content standards that must 

be met as a condition for NMLS course approval: 

20 minutes covering the CA-DBO California Finance Lenders Law 

(22000 ï 22780) under Financial Code ï FIN; Division 9: 

http://leginfo.legislature.ca.gov/faces/codes.xhtml;jsessionid=61a1ae9

390f95a195e05108acedd 

And California Finance Lenders Law under California Code of 

Regulations: 

https://govt.westlaw.com/calregs/Browse/Home/California/California

CodeofRegulations?guid=I564737902BCF11E4A6D6D3F1F2EE3B2

0&originationContext=documenttoc&transitionType=Default&context

Data=(sc.Default) 
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20 minutes covering the CA-DBO California Residential Lending Act 

(50000 -50706) under 

Financial Code ï FIN; Division 20: 

http://leginfo.legislature.ca.gov/faces/codes.xhtml;jsessionid=61a1ae9

390f95a195e05108acedd 

20 minutes covering California Homeowner Bill of Rights 

http://oag.ca.gov/hbor and open the following bills: AB278, SB900, 

AB2610, AB1950, SB1474 and AB2314 

In accordance with the SAFE Act, NMLS is the approval authority for 

courses that are intended to satisfy either the PE or CE requirement for an 

MLO to be licensed by a state-agency. Courses intending to satisfy new 

CA-DBO requirements must also meet NMLS course approval standards 

as detailed in the Functional Specification for All NMLS Approved 

Courses. 

 

List of Appropriate Course Topics  

Course Topics Intended to Satisfy the Education Requirement for 

Federal Law and Regulations  

Truth in Lending Act (TILA) and associated Sections (Reg. Z)  

Equal Credit Opportunity Act (ECOA) (Reg. B)  

Real Estate Settlement Procedures Act (RESPA) and associated 

Regulations (Reg. X)  

Home Ownership and Equity Protection Act (HOEPA)  

Home Mortgage Disclosure Act (HMDA) (Reg. C)  

Depository Institutions Deregulation and Monetary Control Act 

(DIDMCA) (H.R. 4986)  

Alternative Mortgage Transaction Parity Act (AMPTA)  

Fair Lending  

SAFE Act (Reg. H)  

Fair Credit Reporting Act (Reg. V)  

Privacy Protection / Do Not Call  

FTC Red Flag Rules / Fair and Accurate Credit Transaction Act of 

2003  

FHA Mortgage Lending and relevant programs  

Appraisal Law  

Underwriting  

Annual Legal, Legislative, and Regulatory Review  

Gramm-Leach-Bliley Act (GLB)  

Consumer Credit Protection Act  

Fair and Accurate Transaction Act (FACTA)  
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Federal Truth in Advertising  

Fair Housing Patriot Act  

Flood Disaster Protection Act  

Dodd-Frank Wall Street Reform and Consumer Protection Act  

Consumer Financial Protection Bureau (CFPB)  

Mortgage Acts and Practices-Advertising (Reg. N)  

 

Course Topics Intended to Satisfy the Education Requirement for 

Ethics to Include Fraud, Consumer Protection, and Fair Lending 

Issues  

Real Estate Settlement Procedures Act (RESPA) and appropriate 

regulations  

Truth-in-Lending Act  

Fair Credit Reporting Act  

Appraisals  

Fraud Detection, Reporting, and Prevention  

Predatory Lending  

Privacy and Security  

Gramm-Leach-Bliley Act  

Dodd-Frank Wall Street Reform and Consumer Protection Act  

Consumer Financial Protection Bureau (CFPB)  

Mortgage Assistance and Relief Services Rule (MARS)  

Fair Housing Act (Title VIII of the Civil Rights Act of 1968)  

Ethical Behavior as it relates to:  

Consumers and Consumer Protection  

Appraisers  

Underwriters  

Investors  

Warehouse lenders  

Real estate licensees  

Settlement/Closing Agents  

Employers  

Mortgage Loan Originators  

 

Course Topics Intended to Satisfy the Education Requirements 

Related to Standards for Non-Traditional Mortgage Products  

FHA Programs  

Mortgage Insurance Premium (MIP)  

Alternative Financing  
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VA Programs  

Understanding the Difference between Traditional and Non-traditional 

Mortgage Products  

Adjustable Rate Mortgages (ARM)  

Reverse Mortgages  

History of Non-Traditional Lending and Current Trends  

Courses related to Rural and Farm Loans  

Guidance on Nontraditional Mortgage Product  

Statement on Subprime Lending  

SAFE Act definition of non-traditional mortgage products  

 

Course Topics Intended to Satisfy the Undefined (Electives) Hours of 

Education Required  

Any course related to Mortgage Loan Originator Activities/Process  

Reading and Understanding Credit Reports/Scores  

Reading and Analyzing and Tax Returns  

Debt-to-Income Ratios  

Private Mortgage Insurance  

State and Local Mortgage Law  

Understanding Sales Contracts  

Title Insurance  

Loan Origination Documents  

Courses designed to Assist Distressed/Delinquent Browsers 

(mortgage-related topics)  

Courses related to the Sub-Prime Market  

Courses related to Fannie Mae and/or Freddie Mac  

Courses related to Mortgage Math and Calculations  

Loan-to-value (LTV) ratios  

Courses relating to Property Laws/Title Transfers such as 

Foreclosures/Short Sales  

 

List of Inappropriate Course Topics  

The following courses topics have been determined to not be in 

compliance with the SAFE Act:  

Any course not directly tied to residential mortgage lending  

General Self-Improvement Courses  

Financial Planning Courses  
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Any courses related to Selling, Sales, Marketing, Lead-Generation, or 

Business Development  

Loan Product Training (loan sales), Product Marketing, or Advertising  

Any courses related to Consumer Data Mining, Market Segmentation, 

or Minority Marketing Practices.  

Any information technology-related course  

Commercial Lending  

Courses on any Federal, State, or Local Law Not Related to Mortgage 

 

Other Important CFLL Facts  

¶ 22100.
295

 (a) No person shall engage in the business of a finance 

lender or broker without obtaining a license from the commissioner.  

¶ 22101.5. (a) The commissioner shall submit to the Department of 

Justice fingerprint images and related information required by the 

Department of Justice of all finance lender and broker license 

candidates, as defined by subdivision (a) of Section 22101, for 

purposes of obtaining information as to the existence and content of a 

record of state or federal convictions, state or federal arrests, and 

information as to the existence and content of a record of state or 

federal arrests for which the Department of Justice establishes that the 

person is free on bail or on his or her own recognizance pending trial 

or appeal. 

¶ 22102. (a) A finance lender or broker licensee seeking to engage in 

business at a new location shall submit an application for a branch 

office license to the commissioner at least 10 days before engaging in 

business at a new location and pay the fee required by Section 22103. 

The commissioner may require an applicant seeking to engage in 

business at a new location to submit its application, or parts thereof, 

through the Nationwide Mortgage Licensing System and Registry.  

(b) The licensee may engage in business at the new location 10 days 

after the date of submission of a branch office application. 

¶ 22103. At the time of filing the application for a finance lender, 

broker, or branch office license, the applicant shall pay to the 

commissioner the sum of one hundred dollars ($100) as a fee for 

                                                 
295

https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=FIN&division=9.&title=&part=&chap

ter=1.&article=3.  

javascript:submitCodesValues('22100.','21.1.3','2012','264','4',%20'id_4075f086-4599-11e2-9423-da81a64fbdb4')
javascript:submitCodesValues('22101.5.','21.1.3','2009','160','14',%20'id_04a54033-b9c8-11de-a989-d471cf17f1b6')
javascript:submitCodesValues('22102.','21.1.3','2009','160','15',%20'id_0603e5d5-b9c8-11de-a989-d471cf17f1b6')
javascript:submitCodesValues('22103.','21.1.3','2009','160','16',%20'id_0762d997-b9c8-11de-a989-d471cf17f1b6')
https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=FIN&division=9.&title=&part=&chapter=1.&article=3
https://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=FIN&division=9.&title=&part=&chapter=1.&article=3
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investigating the application, plus the cost of fingerprint processing 

and the criminal history record check under Section 22101.5, and two 

hundred dollars ($200) as an application fee. The investigation fee, 

including the amount for the criminal history record check, and the 

application fee are not refundable if an application is denied or 

withdrawn  

¶ 22104. (a) The applicant shall file with the application for a finance 

lender or broker license financial statements prepared in accordance 

with generally accepted accounting principles and acceptable to the 

commissioner that indicate a net worth of at least twenty-five thousand 

dollars ($25,000). Except as provided in subdivisions (b) and (c), a 

licensee shall maintain a net worth of at least twenty-five thousand 

dollars ($25,000) at all times. 

o A licensed finance lender or broker, that employs one or more 

mortgage loan originators and that makes residential mortgage 

loans, shall continuously maintain a minimum net worth of at least 

two hundred fifty thousand dollars ($250,000). 

o An applicant for a mortgage loan originator license shall apply by 

submitting the uniform form prescribed for such purpose by the 

Nationwide Mortgage Licensing System and Registry. The 

commissioner may require the submission of additional 

information or supporting documentation to the department. 

¶ 22105.2.  (a) The commissioner is authorized to establish relationships 

or contracts with the Nationwide Mortgage Licensing System and 

Registry or other entities designated by the Nationwide Mortgage 

Licensing System and Registry to collect and maintain records and 

process transaction fees or other fees related to licensees or other 

persons subject to this division. 

¶ 22105.4. The commissioner shall regularly report violations of this 

division, as well as enforcement actions and other relevant 

information, to the Nationwide Mortgage Licensing System and 

Registry, to the extent that information is public record. 

o Each finance lender and broker licensee shall pay to the 

commissioner its pro rata share of all costs and expenses, including 

the costs and expenses associated with the licensing of mortgage 

loan originators it employs, reasonably incurred in the 

administration of this division, as estimated by the commissioner, 

for the ensuing year and any deficit actually incurred or anticipated 

javascript:submitCodesValues('22100.','21.1.3','2012','264','4',%20'id_4075f086-4599-11e2-9423-da81a64fbdb4')
javascript:submitCodesValues('22105.2.','21.1.3','2009','160','19',%20'id_da2398eb-b9c7-11de-a989-d471cf17f1b6')
javascript:submitCodesValues('22105.4.','21.1.3','2009','160','21',%20'id_ddc9e49f-b9c7-11de-a989-d471cf17f1b6')
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in the administration of the program in the year in which the 

assessment is made
296

. 

¶ 22109.  (a) Upon reasonable notice and opportunity to be heard, the 

commissioner may deny the application for a finance lender or broker 

license for many reasons. 

o A licensee shall maintain a surety bond in accordance with this 

subdivision in a minimum amount of twenty-five thousand dollars 

($25,000). The bond shall be payable to the commissioner and 

issued by an insurer authorized to do business in this state. An 

original surety bond, including any and all riders and endorsements 

executed subsequent to the effective date of the bond, shall be filed 

with the commissioner within 10 days of execution. 

o For licensees with multiple licensed locations, only one surety 

bond is required. The bond shall be used for the recovery of 

expenses, fines, and fees levied by the commissioner in accordance 

with this division or for losses or damages incurred by borrowers 

or consumers as the result of a licenseeôs noncompliance with the 

requirements of this division
297

. 

o The commissioner may by rule require a higher bond amount for a 

licensee who employs one or more mortgage loan originators and 

who makes or arranges residential mortgage loans, based on the 

dollar amount of residential mortgage loans originated by that 

licensee and any mortgage loan originators employed by that 

licensee
298

. 

¶ 22152. A finance lender or broker licensee shall maintain only one 

place of business under a duplicate or original license issued pursuant 

to Section 22101 or 22102. 

o No finance lender, broker, or mortgage loan originator licensee 

shall transact the business licensed or make any loan provided for 

by this division under any other name or at any other place of 

business than that named in the license except pursuant to a 

currently effective written order of the commissioner authorizing 

the other name or other place of business. 

o The borrower requests, either orally or in writing, that a loan be 

initiated or made at a location other than the licenseeôs licensed 

location. 

                                                 
296

 https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=FIN&sectionNum=22107.  
297

 https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=FIN&sectionNum=22112.  
298

 https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=FIN&sectionNum=22112.  

javascript:submitCodesValues('22109.','21.1.3','2009','160','24',%20'id_0e2e0c01-b9c8-11de-a989-d471cf17f1b6')
javascript:submitCodesValues('22152.','21.1.4','2009','160','32',%20'id_1232cb67-b9c8-11de-a989-d471cf17f1b6')
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=FIN&sectionNum=22107
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=FIN&sectionNum=22112
https://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?lawCode=FIN&sectionNum=22112
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Time to Think 4.2 
   

1. The new DBO requirement for one hour of California CE was 

effective ___________Jan  2015____________________. 

2. A CE course on selling, sales and marketing would be 

_______inappropriate_______. 

3. The bond for a CFLL license is_________$25K_______________. 

 

CALIFORNIA HOMEOWNER BILL 

OF RIGHTS
299

 

The California Homeowner Bill of Rights became law on January 1, 2013 

to ensure fair lending and borrowing practices for California homeowners. 

The laws are designed to guarantee basic fairness and transparency for 

homeowners in the foreclosure process. Key provisions include: 

¶ Restriction on dual track foreclosure: Mortgage servicers are restricted 

from advancing the foreclosure process if the homeowner is working 

on securing a loan modification.  

¶ Guaranteed single point of contact: Homeowners are guaranteed a 

single point of contact as they navigate the system and try to keep their 

homes. 

¶ Verification of documents: Lenders that record and file multiple 

unverified documents will be subject to a civil penalty of up to $7,500 

per loan in an action brought by a civil prosecutor. 

¶ Enforceability: Borrowers will have authority to seek redress of 

ñmaterialò violations of the new foreclosure process protections.  

¶ Tenant rights: Purchasers of foreclosed homes are required to give 

tenants at least 90 days before starting eviction proceedings.  

                                                 
299

 https://www.oag.ca.gov/hbor 

https://www.oag.ca.gov/hbor
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¶ Tools to prosecute mortgage fraud: The statute of limitations to 

prosecute mortgage-related crimes is extended from one to three years, 

allowing the Attorney Generalôs office to investigate and prosecute 

complex mortgage fraud crimes. In addition, the Attorney Generalôs 

office can use a statewide grand jury to investigate and indict the 

perpetrators of financial crimes involving victims in multiple counties. 

(AB 1950, SB 1474) 

¶ Tools to curb blight: Local governments and receivers have additional 

tools to fight blight caused by multiple vacant homes in their 

neighborhoods. 

(AB 2314)  

 

More Information on Tenant Rights 

It is impossible to give complete information on all seven sections.  

Therefore, this treatise will present more information about tenant rights.  

This is one of the most misunderstood topics in the law.  The best method 

to study these items is to study the California Legislature Bills concerning 

these new regulations. 

The new Tenant Right rules are in AB2610
300

 and listed in Section 2924.8 

of the California Civil Code.  The new amendments read: 

2924.8.
301

 (a) (1) Upon posting a notice of sale pursuant to Section 2924f, 

a trustee or authorized agent shall also post the following notice, in the 

manner required for posting the notice of sale on the property to be sold, 

and a mortgagee, trustee, beneficiary, or authorized agent, concurrently 

with the mailing of the notice of sale pursuant to Section 2924b, shall send 

by first-class mail in an envelope addressed to the ñResident of property 

subject to foreclosure saleò the following notice in English and the 

languages described in Section 1632: 

1. Foreclosure process has begun on this property, which may affect your 

right to continue to live in this property.  

 

2. Twenty days or more after the date of this notice, this property may be 

sold at foreclosure.  
 

                                                 
300

 http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201120120AB2610  
301

 http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201120120AB2610  

http://www.leginfo.ca.gov/pub/11-12/bill/asm/ab_2601-2650/ab_2610_bill_20120925_chaptered.pdf
http://www.leginfo.ca.gov/pub/11-12/bill/asm/ab_2601-2650/ab_2610_bill_20120925_chaptered.pdf
http://www.leginfo.ca.gov/pub/11-12/bill/asm/ab_2301-2350/ab_2314_bill_20120827_chaptered.pdf
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201120120AB2610
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201120120AB2610
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3. If you are renting this property, the new property owner may either 

give you a new lease or rental agreement or provide you with a 90-day 

eviction notice.  
 

4. You may have a right to stay in your home for longer than 90 days.  
 

5. If you have a fixed-term lease, the new owner must honor the lease 

unless the new owner will occupy the property as a primary residence 

or in other limited circumstances.  
 

6. Also, in some cases and in some cities with a ñjust cause for evictionò 

law, you may not have to move at all.  
 

7. All rights and obligations under your lease or tenancy, including your 

obligation to pay rent, will continue after the foreclosure sale.  
 

8. You may wish to contact a lawyer or your local legal aid office or 

housing counseling agency to discuss any rights you may have.  
 

9. It is an infraction to tear down the notice described in subdivision (a) 

within 72 hours of posting. Violators shall be subject to a fine of one 

hundred dollars ($100).  
 

10. The Department of Consumer Affairs shall make available translations 

of the notice described in subdivision (a) which may be used by a 

mortgagee, trustee, beneficiary, or authorized agent to satisfy the 

requirements of this section.  
 

11. This section shall only apply to loans secured by residential real 

property, and if the billing address for the mortgage note is different 

than the property address.  
 

12. This section shall remain in effect only until December 31, 2019, and 

as of that date is repealed, unless a later enacted statute, that is enacted 

before December 31, 2019, deletes or extends that date. 

There are other instructions for service of summons, complaints, 

prejudgment claim of right to possession and others. These services must 

be affected by a marshal, sheriff, or registered process server.  A copy of 

the prejudgment claim of right to possession is included in the back of the 

book as Appendices A5 and A6. 

 

  



 
 

130 
 

 

Time to Think 4.3 
   

1. The California Homeowners Bill of Rights became law 

on ___________January 2013____________________. 

2. The Civil Code Section for this Act is _______CC 2924.8_______. 

3. The eviction period for this section exempting Rent Controlled 

Property is _________90 days_______________. 
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Chapter 4 

FINAL EXAM   

 

1. The bond required for a CalBRE broker is ____0 Recovery Fund___. 

2. The tenant bill of rights rule sunsets on ___December 31, 2019____.   

3. The fine for Robo-signing for each loan is ______$7,500_________.  

4. In California are there normally more Judicial or Non-Judicial 

Foreclosures? _______________Non__________________. 

5. When a homeowner does not pay when they have enough funds to 

pay_________Strategic Default__________________. 

6. Can a CalBRE licensee take a DBO Specific Course _____yes___. 
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FINAL PROJECT 

 

There are two methods to end a NMLS 8 Hour CE Course: Final Exam or 

Final Project. Our students when surveyed have preferred a Final Case 

Study Project. 

All students must participate in the project by reading the information, 

form answers/opinions, write them in the booklet, and then be prepared to 

discuss the questions with other students in a discussion led by the 

instructor.  

The NMLS allows only 20 minutes for this Study so you must read 

quickly and work quickly so that you can finish in the allotted time. Good 

luck. 

 

Art Wagner is a young attorney and real estate broker and loan originator. 

He has decided to open a compliance office and help others better serve 

and protect their clients and in doing so stay out of regulatory trouble. 

These are some problems that he has encountered. 

1. A broker wants to discuss an advertisement designed to find 

Reverse Mortgage clients. She has written several phrases that she 

wants to include and would like you to read them and tell her any 

phases that are not suitable for distribution. 

 

A. You will never lose your home once you have a Reverse 

Mortgage.                False because you can lose your home if 

you move out for more than 12 months, do not pay taxes, 

insurance, HOA fees, etc. or do not keep the property in 

good repair. 

 

B. You do not have to get approved like a regular loan, but you 

must pass a Financial Assessment.  

 

C. If your spouse is a non-borrowing spouse because he is much 

younger than you, he can stay in the house if you pass away 

suddenly.  

 

D. On a fixed rate loan, you can get the entire benefit paid to you 

in the first year.                False because on a fixed rate loan 

you can get only 60% of the benefit over the life of the loan.  
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E. With a RM you can buy a home as a rental property.                

False because you can buy a home for a resident but not as 

a rental.  

 

F. If you buy a home with a RM, you can rent out your present 

home.  

 

G. At least two years to do so if you move out.                False 

because the heirs can buy within 6 months and ask for two 

90 extensions.  

 

H. If the interest rate over the next years will average 6%, your 

Equity Line of Credit would double in about 12 years. 

 

Which of these statements are true and which are false, and what are your 

comments on each. 

1. A broker has salespersons who give gift cards to real estate 

licensees for loan referrals. The gift cards are for groceries that the 

recipients give them to their church for a Food Pantry charity. Is 

this allowable under RESPA Rules?                Probably not. 

Those gift cards are things of value even if the recipients give 

them away immediately 

 

2. A company owner that is CalBRE licensed wants to hire 

an DBO licensed agent (who has an expired real estate license) and 

a Registered Agent. He want them to start work at once. Can they 

do this? He also has another question about education. Can 

his CalBre licensees take CE courses that have one hour 

of DBO specific section or can they take courses from someone in 

Utah or has a national course with one hour general elective? He 

also has read that he needs a bond, and wants to know how large a 

bond he should purchase.                The DBO and registered 

licensees cannot work under a CalBRE broker until they get an 

active real estate license. The CalBRE licensee can take 

the DBO course and a generic national course. 

A CalBRE broker does not need to post a bond, because the 

Bureau has a Recovery Funds taken from licensee fees and 

held by the Commissioner.  

 

3. An accountant for one of his clients wants information before a 

Trust Fund audit. If she wants multiple signers, how does she treat 

one of her associates, her spouse who is not licensed, and a staff 

member with no license. Two other questions are forwarded. She 
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reconciles the Fund Bank Statements to her account figures, but 

she has been told that she needs a second reconciliation, does she? 

Also, she has some associates depositing property rents in the 

account. Must she take out the company commission at the time 

the deposit is put into the bank?                All of them must be 

authorized in writing to be able to write checks. Anyone who is 

not licensed whether spouse or staff member must post a bond, 

the amount of which is determined by CalBRE. The second 

reconciliation is a comparison of the bank statement/book 

amount to the amount owed to each individual party who has 

money in the account. On Property Management Income the 

portion that belongs to the broker from their Management % 

must be taken out with in 25 days. 

 

4. Debt collector for a lender on a Naval Base. He shows you a script 

that he wants to use when talking to delinquent sailors who 

purchased first time buyer homes in California using a Trust Deed 

vesting. He would like you to review his script and tell him which 

phrases would not be acceptable to CFPB. 
 

A. You can lose your home to a Trustee Sale if you become too 

far behind in payments. 

 

B. If you do not pay, we will send a letter about the payments to 

your commanding officer.                Not a method of 

collection that is approved by NMLS.  

 

C. You cannot sell your home to anyone while there is a Notice of 

Default on the property.                False because someone can 

sell their home to anyone even though their loan is in 

arrears, and someone who qualifies can take over the loan. 
 

D. If you have suddenly retired from the service, your loan can be 

called immediately.                This is just not true. 

 

E. VA Loans cannot be refinanced.                Also, not true. 

 

F. You can be given a three day notice to start eviction.                

Also, not true. 

 

G. If you go Bankrupt or have a Foreclosure, you will never 

qualify for a VA loan in the future.                Another false, it 

might take some time, but they can borrow again. 
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H. If you let your property go back to the lender, you can be sued 

and lose your cars and other personal items.                In 

California, on a first time buyer with a trust deed the loan 

would be non-recourse. 

List the items that are False in the proper box. 

1. The next client is a DBO licensed broker with many associates. His 

tangible new worth was $275,000 when he started the company 

three years ago.  He just went through a costly divorce and his 

current new worth is around $60,000. What happens to the 

company and the associates, many who have loans in the pipeline? 

The company is no longer valid because the Net Worth is too 

low. The other associates will have to find another broker. 
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INSERT  Appendix 1-7 here  (11 PAGES TOTAL) 

 

 


