[image: image1.png]


[image: image2.jpg]




Wholesale Broker Compensation
Omega Financial Service, Inc. Policy

April 1, 2011
The Federal Reserve Board published final rules amending Regulations Z 226.36 of the Truth In Lending Act governing compensation paid to loan originators.  The purpose of the final rules is to protect mortgage borrowers from unfair, abusive, or deceptive lending practices that can arise from loan originator compensation practices.  Specifically, the rule prohibits loan originators from “steering” a consumer to consummate a loan based on the fact that the loan originator will receive greater compensation from the lender in that transaction than in other transactions the loan originator offered or could have offered to the consumer unless the loan is in the consumer’s interest.
The Final Rule applies to closed-end transactions secured by a dwelling where the creditor (Omega Financial Services, Inc. (OFS)) receives a loan on or after April 1, 2011.

As a result of the new rules, all approved Brokers submitting loans to Omega Financial Services will be required to follow these requirements.

Regulation Key Points:

· The loan originator’s compensation may not be tied to the interest rate and the compensation may not be increased by raising the borrower’s interest rate.
· Compensation may be based on an established percentage of the principal loan amount.
· The loan originator may receive compensation from either the borrower or the lender but not from both.  The originator will have the choice of borrower paid compensation and this can not be determined on a transaction-by-transaction basis.
· The broker-level compensation adjuster applies on a company-wide basis.  Compensation levels cannot vary base on branch.  When selecting your company’s compensation plan take into consideration High-Cost Laws and thresholds.  Omega Financial Services does not close High-Cost Loans.

Key Definitions:


Lender Paid Compensation:

· Compensation is based on established upfront terms negotiated between the broker client and OFS that will remain in effect for a quarterly period.
· The compensation will be based on a set percentage of the loan amount and cannot vary from one transaction to another.
· OFS will pay compensation directly to the broker client.
· The compensation amount will be used for all loans sent to OFS where lender paid compensation is selected and will be set-up prior to registering loans.
· The consumer may pay discount points to the creditor (OFS) to reduce the interest rate.
· The consumer may pay bona fide third party costs and OFS fees by paying cash at closing, or by financing them through the loan principal or interest rate.  Fees must be properly disclosed on the GFE.
· The consumer cannot pay any compensation to the broker client or any loan originator.
· The broker client/loan originator cannot reduce the lender paid compensation amount by offering concessions or paying for tolerance violations.
· The broker client must establish compensation agreements with its loan officers that comply with the Final Rule.
· Lender Paid Broker Compensation must be listed on Itemization of Fees.
Consumer Paid Compensation:
· The broker will negotiate compensation directly with the consumer and is not subject to the same compensation paid to the creditor.
· The consumer may pay bona fide third party cost and OFS fees by paying cash at closing, or by financing them through the loan principal or interest rate.
· Pricing cannot be used to compensate the broker client / loan originator.
· The consumer may pay discount points to the creditor to reduce the interest rate.
· The consumer may pay compensation to the broker client from their own funds or from the principal proceeds of the new loan.
· No other person or entity (other than the borrower) may provide any compensation to a loan originator, directly or indirectly, in connection with the loan transaction.
· The broker client must establish compensation agreements with its loan officers that comply with the Final Rule.
· Consumer Paid Broker Compensation must be listed on Itemization of Fees.
  Ati-Stering/Safe Harbor:
Under the rule, a loan originator will be deemed to be in compliance with the above “anti-steering” provision if the loan originator follows the “safe harbor” provisions of the rule.  To meet safe harbor requirements, the loan originator must obtain loan options for each type of loan in which the consumer has expressed an interest from a significant number of creditors with whom the originator regularly does business and present options to the consumer which include:

· The loan with lowest interest rate

· The loan with the lowest origination fee and discount points

· The loan with the lowest rate with no risky features, including a prepayment fee, negative amortization, a balloon term of less than 7 years, a demand feature, a shared equity feature, or a shared appreciation feature.

Although the final rule does not include specific disclosures requirements, Omega Financial will require you to disclosure to your borrower an anti-steering disclosure as a lending best practice.  Omega Financial has provided two anti-steering disclosures (attached) that loan originators may use to document compliance with the safe harbor provisions of 12 CFR & 223.36(E)(3): 
· Broker Compensation Acknowledgment and Agreement:  informs the borrower, in a narrative format, of the anti-steering safe harbor requirements and includes certifications from the borrower, the loan originator company and loan originators that the safe harbor requirements were met.
· Anti-Steering Disclosure and Acknowledgement:  informs the borrower of the anti-steering safe harbor requirements and provides a loan options table that can be used to document the loan options that were provided to the borrower.  The Loan Options Disclosures also includes certifications from the borrower, the loan originator company and the loan originator that the safe harbor requirements were met.
Omega Financial Services will require an anti-steering disclosure.  We will not require the use of our disclosure; however you must provide an anti-steering loan disclosure to consumers in a manner that meets the safe harbor specification in Regulation Z, and to include this disclosure in the loan file.  Attached please find sample disclosures which also can be found on our website under the UW forms tab.

Attached is our “Broker Compensation Selection Form” which you must complete and return to Broker Approval via email at ofsmortgagewholesale.com April 1, 2011.  This agreement must be signed by the broker of record or other Senior Officer authorized to sign this on behalf of the company.  Branch Managers or Loan Officers are not authorized to sign the form.  Failure to submit our “Broker Compensation Selection Form” will result in a 2.00% compensation for your company.
Loans received after 5:00 PM on March 31, 2011 will be based on your selected compensation plan and new requirements.  Plan your submissions prior to April 1, 2011 accordingly.

Any questions regarding this matter may be directed to customerservice@omegaloans.net
MULTI-STATE DIRECT ENDORSEMENT LENDER
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