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LOAN ORIGINATOR COMPENSATION
FAQ 1
Of all the Frequently Asked Questions that come across our desks, we find that
those related to loan originator compensation far outweigh most others. In an
effort to bring more detail in addressing some of these complex and ever
changing (or so it seems) regulations, we thought we might try to answer some
of these specific questions.
The new Rule effective 1/14/14 has many changes. Rather than address multiple
questions in one sitting, every couple of days we will take the issues on one at a
time in a question and answer format.
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Please remember that our answers are not legal advice. That would require,
among many other issues, detailed knowledge of and application of particular
facts to a particular portion of the Rule or other related regulations.
TODAY’S QUESTION
May a loan originator’s compensation be decreased, if:
1. There is an unforeseen settlement cost not originally disclosed to the
borrower, or
2. there is an unforeseen increase in the amount of a settlement cost in a
cost already disclosed to a borrower?
ANSWER
Unfortunately, the exception provided under the new Rule is very narrow. It
does not allow for a decrease in compensation caused by a mistake or willful
misconduct by the loan originator.
Rather, when there is an increase in a settlement cost or the addition of a new
cost, the differential can be deducted from the loan originator’s compensation if
the original estimate is based on the best information available to the originator
at the time the estimate in the GFE is provided.
The Rule is actually counter intuitive.
*When the decrease in compensation is based on the best information available,
the originator may be “docked” the additional cost.
*When the decrease is based on an error on the part of the originator, the
originator cannot be “docked”.
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The Lenders Update is published via e-mail as a complimentary service to our friends
and clients in the financial industry throughout California and the United States.
Only those persons who have personally requested this newsletter are on our
distribution list.
SHOULD YOU NOT WISH TO CONTINUE TO RECEIVE THIS SERVICE,
PLEASE JUST SEND US AN EMAIL TO “OP-OUT” AT:
special@altandassociates.com
ALSO, SHOULD YOU HAVE COLLEAGUES WHO WISH TO BE ADDED TO THIS
COMPLIMENTARY SERVICE, PLEASE HAVE THEM E-MAIL US AT:
special@altandassociates.com
ALT & ASSOCIATES provides regulatory, compliance, operational advice and
transactional assistance, as well as litigation representation, to the financial services
industry. Over the past three decades, members of the firm have represented
Institutional Lenders and Mortgage Bankers and Brokers in all aspects of their
operations.
If you have any questions please contact:
David J. Alt, Esq.
David.j.alt@altandassociates.com
You may view previous issues on our website at:
www.altandassociates.com
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