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Chapter 1 Introduction 

Residential Home Funding Corp. (“RHF”) is committed to the highest standards of 

Federal Consumer compliance and requires all management; employees and third-

party vendors follow these policies and adhere to these standards.  

1.1 Goals & Objectives 

The standards set out in this policy represent minimum requirements based on 

applicable legal and regulatory guidance and apply throughout RHF’s operations. 

These requirements are intended to prevent RHF, our employees, and third party 

vendors from violating federal regulations related to mortgage lending and consumer 

compliance. 

1.2 Required Review 

RHF requires this policy be reviewed no less than annually.  

 Last Date of Review – 01/01/2016 

 Next Due for Review – 01/01/2017 

The above required annual review shall include the compliance of this policy with 

current law, regulation or directive, the procedural implementation of this policy 

within the then current scope of RHF business lines and operations, internal or 

external audit results received during the previous year, and then current industry 

trends or regulatory guidance. 

1.3 Applicability 

RHF, its directors, executives, and managers recognize the importance and 

significance of an articulated loan originator compensation policy, which is 

considered to be a core element of the company's operational business plan.  As 

appropriate and in accordance with the company’s business model, the anti-steering 

and compensation procedures described herein shall apply to all residential mortgage 

transactions and represent the full scope of products, property types, branches, and 

geographic locations.  

The mission statement of the company compels corporate-wide awareness that 

discrimination in consumer credit transactions is prohibited.  RHF obligates every 

employee and every business associate to a commitment to fair and responsible 

lending.  RHF considers its compensation practices as applicable to pre-application 

disclosures and all procedures for advertising, soliciting, taking applications, and 
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issuing commitments and lock-in agreements.  RHF shall not engage in any activities 

which are deemed to be deceitful or misleading.  Senior management shall regularly 

monitor compliance to the foregoing policy through self-assessment and testing.  

1.4 Record Retention 

RHF shall maintain all records of loan originator compensation, including all 

agreements and payment records for a period of three years after the date of 

payment. 

If RHF is not a loan originator organization (i.e., not a table-funded creditor), then it 

must maintain records sufficient to evidence the following:   

 All compensation paid to loan originators 

 The compensation agreements that govern those payments 

If RHF is a loan originator organization (including creditors that use table funding), 

then it must maintain records sufficient to evidence the following elements:   

 All compensation received from creditors, consumers, borrowers and other 

individuals or entities 

 All compensation paid to individual loan originators 

 The compensation agreements that govern those receipts or payments 

Records are sufficient to evidence payment and receipt of compensation if they  

demonstrate the following facts:  

 The nature and amount of the compensation 

 Who paid the compensation 

 Who received the compensation 

 When the payment and receipt of compensation occurred 

Additional records that may be sufficient to evidence payment or receipt of 

compensation may differ on a case-by-case basis depending on facts and 

circumstances of the compensation. 

1.5 Disciplinary Action 

RHF shall enforce certain remedial efforts or corrective action, as appropriate and in 

accordance with the severity of the violation to the loan originator compensation and 

anti-steering policy.  Violations found shall be immediately handled by senior 

management and may warrant disciplinary action up to and including immediate 

termination or suspension of the loan originator.  Senior management shall be 
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informed of any corrective action taken, which may include, but is not limited to, the 

following actions: 

 Revision of more favorable loan terms to the borrower 

 Reimbursement of fees to the applicant 

 Verbal counseling 

 Written counseling 

 Fair lending retraining 

 Enhanced scrutiny of loans 

 Supervisory review of all originations 

 Suspension of certain activities 

 Termination of employment 

 Termination of broker 
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Chapter 2 Accountability and Monitoring 

RHF requires that this Loan Originator Compensation Policy and all underlying 

policies referenced herein have a monitoring and quality control component.   

Ongoing adherence to these policies shall be documented such that adherence to 

policy can be audited or reviewed for accuracy, compliance, inefficiency, or failure. 

2.1 Internal Controls 

RHF shall ensure that an annual audit is performed to examine compliance with this 

policy and all underlying regulations.  The required audit, including any compliance 

testing, may be conducted by RHF personnel or by an outside party.  At minimum, the 

annual audit shall include a review to assess the effectiveness of the following 

controls: 

 Staff training 

 Changes or amendments to RHF’s policies since last audit has been adequately 

implemented 

 RHF’s policies have been properly applied to any new products or services 

offered since last audit 

 RHF’s policies are being applied equally and appropriately across all 

departments, business units, divisions or branches of RHF 

 All required records are being maintained in accordance with RHF’s policies 

 A review of management and board reports of trend analyses to ensure 

corrective actions were implemented if needed  

 The delivery of all required disclosures in a format and timing compliant with 

RHF’s policies 

 Compliance with the Real Estate Settlement Procedures Act (RESPA) that include 

acceptable treatment of tiered pricing and overages on the Good Faith Estimate 

and HUD-1 Settlement Statement 

 Compliance with state laws governing real estate secured lending for all states 

where the company originates loans  

 The effectiveness of the monitoring process of affected compensation, 

departments, and staff 

 The accounting of compensation received under a non-deferred, profits-based 

compensation plan, if applicable 

o If non-deferred, profits-based compensation plans are used, the accuracy of 

the tracking system for total number of originations during the bonus period 

to determine the 10% total compensation limit 
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 The system of record and technology platforms supporting compensation plans, 

including those supporting 

o product pricing and eligibility; 

o point of sale; 

o loan origination systems; and 

o accounting platforms. 

2.2 Managerial Oversight 

RHF’s organizational structure includes an executive assigned to perform risk 

management and compliance oversight.  The executive shall oversee compliance with 

the final Loan Origination Rule that was released by the Consumer Financial 

Protection Bureau (CFPB) to implement the requirements set forth in the Dodd-Frank 

Wall Street Reform and Consumer Protection Act.  

Managerial oversight includes a risk management system that mandates that loan 

originators be registered and licensed as required under state or federal law.  RHF 

shall ensure that all individuals who perform origination activities or meet the 

definition of a loan originator are licensed or registered.  RHF shall ensure that any 

loan originator employees who are not required to be licensed and are not licensed 

(see “persons who are not considered loan originators” within the Definition of Loan 

Originator) meet certain character and fitness standards, pass a criminal background 

check and are appropriately trained.  The terms of loan originator compensation shall 

meet regulatory requirements, and the policies and procedures must comply with 

federal and state requirements. 
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Chapter 3 Staff and Training 

RHF requires initial and ongoing training for all management and loan origination 

staff concerning this policy, other related policies, and underlying laws and 

regulations. 

Training may be conducted in a variety of settings utilizing any established 

education modality.  Regardless the method of training delivery, all training must 

include the following: 

 Presentation of the subject material oriented for the adult learner 

 An assessment of the learner to validate command of the subject matter with a 

minimum passing grade of 70% 

 A completion certificate documenting satisfactory completion of all of the above  

RHF shall maintain adequate records of this training program to include these 

elements: 

 A description of all training programs 

 Evidence of attendance and satisfactory completion for each employee subject to 

this policy 

 Satisfactory completion of continuing education requirements 

 Management response relative to additional training, reassignment, or other 

responses for those employees who may not have achieved a passing grade on 

the assessment and/or were not issued a completion certificate  

3.1 New Hire Training 

New hire employees shall receive required training within four weeks of commencing 

employment with RHF. 

3.2 Ongoing Loan Originator Training 

All RHF loan originators shall receive periodic training to ensure current knowledge 

of this policy and the underlying federal regulations. The periodic training must be 

sufficient in frequency, timing, duration, and content to ensure that individual loan 

originators know the state and federal legal requirements that apply to their loan 

origination activities. 

The training must consider the responsibilities of individual loan originators and the 

nature and complexity of the mortgage loans with which they work.  

Other than required continuing education, individual loan originators will not have to 

receive training on requirements and standards that apply to types of mortgage loans 
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that they do not originate or on subjects about which they already have knowledge 

and skill. 

Training may be provided by RHF or any other party and may be delivered via 

workstations, the Internet, teleconferencing, or other interactive technologies or 

delivery methods. 

RHF may use a training program sponsored or regulated by a government agency or 

housing finance agency to satisfy the training requirements, as long as the training 

covers the types of loans the individual loan originator originates and the applicable 

federal and state laws and regulations. 

RHF may use NMLS-approved licensed loan originator continuing education training 

to satisfy the training requirement of the Loan Originator Rule, so long as the training 

covers the types of loans the individual loan originator originates and applicable 

federal and state laws and regulations. 

At a minimum, training should address the following: 

 This policy and any changes within the last year 

 The requirements and standards that apply to loans that are originated 

 The regulations or guidelines underlying this and other policies including, but 

not limited to, the following: 

o Dodd-Frank Wall Street Reform and Consumer Protection Act and Title XIV 

Rules, including, but not limited to: 

 Ability-to-Repay and Qualified Mortgage Rule 

 Loan Originator Rule 

 RESPA-TILA Integrated Mortgage Disclosure Rule 

 2013 Home Ownership and Equity Protection Act (HOEPA) Rule 

o Equal Credit Opportunity Act (ECOA, Reg. B) 

o Real Estate Settlement Procedures Act (RESPA, Reg. X) 

o Secure and Fair Enforcement for Mortgage Licensing Act of 2008 (S.A.F.E. 

Act, Regs. G, H) 

o Truth in Lending Act (TILA, Reg. Z) 

 The implementation of RHF’s policies and the practical application thereof in the 

context of the employee’s function or responsibility 

 Disciplinary consequences up to and including termination for noncompliance  
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Chapter 4 General Principles for Compliance  

4.1 Summary of Loan Originator Compensation Rule 

On January 20, 2013, the Consumer Financial Protection Bureau (CFPB) released  its 

final rule regarding loan originator compensation requirements under the Truth In 

Lending Act, referred to as the Loan Originator Rule.  The Loan Originator or Loan 

Originator (LO) Compensation Rule provision became effective January 10, 2014.  

RHF shall comply with the expanded provisions of the Truth in Lending Act, Section 

1026.36 of Regulation Z, prohibiting certain acts and practices in connection with 

credit secured by a dwelling.  This section of Regulation Z was extended to protect 

mortgage borrowers from unfair, deceptive, or abusive acts or practices that can arise 

from loan originator compensation practices.   

4.1.1 Compensation Requirements 

The requirements set forth in the LO Compensation Rule apply to loan originator 

organizations and individual loan originators.  This rule revised the definition of loan 

originator to generally mean a person, who in the expectation of compensation, does 

any of the following in connection with a residential mortgage loan: offers, arranges, 

negotiates, takes an application for, assists a consumer in obtaining or applying for, 

or otherwise obtains or makes a residential mortgage loan for another .  This rule 

applies to closed-end loans secured by a consumer’s dwelling and prohibits the 

following:  

 Payments to the loan originator that are based on the terms of the transaction or 

proxy for a transaction term.  Loan originators from receiving payments directly 

from a consumer,1 while also receiving compensation from the creditor or 

another person.  

 Loan originators from “steering” a consumer to enter into a transaction based on 

the fact that the loan originator will receive a greater compensation in that 

transaction than in other transactions the loan originator offered or could have 

offered to the consumer, unless the transaction entered into is in the consumer's 

interest.  

 Mandatory arbitration clauses in contracts 

 Contracts from being interpreted to waive federal statutory causes of action 

                                                             
1 This policy commonly refers to consumer in keeping with the CFPB regulation and rule. Readers may 
substitute applicant, borrower or customer as may be applicable to the circumstances. All of the terms 
are equally acceptable in this context, and their respective definitions have no bearing on the 
applicability of this policy.  
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Certain financing of credit insurance premiums or fees The LO Compensation Rule 

does allow for the following: 

 Compensation that is based on a fixed percentage of the loan amount 

 Certain methods of compensating loan originators using bonuses, retirement 

plans, and other compensation plans based on mortgage-related profits 

 Provides a safe harbor to facilitate compliance with the anti-steering rule.  The 

safe harbor is met if the loan originator obtains loan options from a significant 

number of the creditors with which the originator regularly does business and, 

for each type of transaction in which the consumer expressed an interest, 

presents the consumer with loan options that include: 

o the lowest interest rate for which the consumer qualifies;  

o the lowest rate for which the consumer qualifies for a loan with no risky  

features, such as a prepayment penalty, negative amortization, or a balloon 

payment in the first seven years; and 

o the loan with the lowest total dollar amount of discount points, origination 

points, or origination fees (or, if two or more loans have the same total dollar 

amount of discount points, origination points, or origination fees, the loan 

with the lowest interest rate that has the lowest total dollar amount of 

discount points, origination points, or origination fees). 

4.1.2 Documentation Requirements 

Certain loan documents must display RHF’s name and NMLSR ID and the name of the 

individual loan originator (as the name appears in the NMLSR) with primary 

responsibility for the origination and the originator’s NMLSR ID.   

The loan documents that must contain this information are the following: 

 Credit application 

 Note 

 Security instrument or deed of trust 

On or after applications dated August 1, 2015, the following apply: 

 Loan Estimate 

 Closing Disclosure 

4.2 Integrated Disclosures and NMLS 

The final RESPA-TILA Integrated Mortgage Disclosure Rule implementing integrated 

disclosures becomes effective with applications received on and after August 1, 2015 

for most consumer closed-end credit transactions secured by real property.  The 

Good Faith Estimate (GFE) required under RESPA and the initial Truth in Lending 
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(TIL) disclosure are being combined into one new form, the Loan Estimate (LE), to be 

provided within three business days of loan application.  The “Written List of 

Providers You Can Shop For” and “Written List of Providers You Cannot Shop For” are 

being introduced with the Loan Estimate.  These two forms accompany the Loan 

Estimate as appropriate.   

The final Truth in Lending disclosure and the HUD-1 Settlement Statement required 

by RESPA are being replaced with another form, the Closing Disclosure (CD), to be 

provided to consumers at least three business days before consummation of the loan.   

The RESPA-TILA Integrated Mortgage Disclosure Rule amended the Loan Originator 

Rule to provide for placement of the Nationwide Mortgage Licensing System and 

Registry ID (NMLSR ID) on the integrated disclosures.  Effective with applications on 

or after August 1, 2015, both the Loan Estimate and Closing Disclosure must disclose 

the name and NMLSR ID number of RHF and the individual loan originator.  In the 

case where the NMLSR ID number may not be available at the time of completion of 

the Loan Estimate, under certain state allowable conditions to originate loans 

pending issuance (such as during the transfer between employers),  the state license 

number must be provided at a minimum.   

4.3 Definition of Loan Originator 

A natural person or organization who, in expectation of or for direct or indirect 

compensation or gain,  

 takes residential mortgage loan applications; 

 arranges or assists consumers in obtaining or applying to obtain a residential 

mortgage loan; 

 offers or negotiates terms of a residential mortgage loan; 

 obtains or makes an extension of consumer credit secured by a dwelling for 

another person; or 

 through advertising or other means of communication, represents to the public 

that such person can or will perform any of these services.  

If a loan processor, loan officer assistant or other individual performs any of the 

above activities, regardless of title or other job functions, that individual shall be 

subject to loan originator licensing and compensation requirements.  

Also included in this definition is a creditor (loan originator organization) that does 

not finance the transaction at consummation from its own resources. 

Persons who are not considered loan originators are persons who are:   

 staff who perform purely administrative or clerical tasks; 
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 an employee of a manufactured home retailer who does not advise borrowers on 

loan terms; 

 real estate brokers and employees of licensed real estate brokers; 

 a person, estate or trust that provides mortgage financing for sale of three 

properties in any 12-month period provided the loan is fully amortizing, where 

borrower has ability to repay and is either fixed or adjustable only after five 

years and meets other conditions; 

 a servicer or servicer employee, agent or contractor, including, but not limited 

to, those who offer or negotiate terms of residential mortgage loan for purposes 

of renegotiating, modifying, replacing and subordinating principal of existing 

mortgage where borrower is behind in payments, in default, or has reasonable 

likelihood of being in default or falling behind; or 

 a creditor, except a creditor in a table funded transaction under anti-steering 

provisions. 

4.4 Other Definitions 

RHF shall comply with the definitions established under the LO Compensation Rule as 

follows:  

Compensation 

Salaries, commissions, and any financial or similar incentives received and 

retained, including annual or periodic bonuses, awards (i.e., stock, stock options, 

or equity interests), services, trips, or similar prizes.  

Creditor 

A true creditor that closes a loan in its own name and funds the loan from a bona 

fide warehouse line of credit, its own money, or deposits held by the creditor is 

not a loan originator. 

HUD-Approved Counselor 

An HUD-approved counselor is not considered a loan originator if the counselor 

merely assists consumers with understanding the loan origination process, loan 

terms or offers assistance with compiling documents to support a credit 

application.   

An HUD-approved counselor is only considered a loan originator if the consumer 

is advised on loan terms offered by the counseling organization or if the 

counselor or organization expects to receive compensation from loan originators 

or creditors by providing advice on credit terms offered by them or for referring 

consumers to them. 

Mortgage Broker 
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A mortgage broker is considered a loan originator.  Originators consist of both 

individuals and entities, and an employee of a mortgage broker and/or creditor 

is a loan originator.  

Non-Deferred Profits-Based Compensation Plan 

A non-deferred profits-based compensation plan is any non-deferred 

compensation arrangement where an individual loan originator may be paid 

variable, additional compensation based in whole or in part on the mortgage-

related business profits of the person paying the compensation, any affiliate, or a 

business unit in the person’s or affiliate’s organization. Examples include bonus 

pools, bonus plans, profit-sharing plans or awards of merchandise, services, 

trips, or similar prizes or incentives. 

Table-Funding Lender 

The funding lender in a table-funded transaction is a loan originator. 

Transaction Term 

Any right or obligation of the parties to the credit transaction, except for the 

amount of credit extended.  Transaction terms include the interest rate, the 

annual percentage rate (APR), the collateral type, the existence of a prepayment 

penalty, the origination points or fees paid to the creditor or loan origi nator, or 

fees for credit-required title insurance.  Loan originators are prohibited from 

receiving compensation based on transaction terms. 

4.5 Loan Originator Qualification Rules 

RHF shall abide by the Loan Origination qualification requirements of the LO 

Compensation Rule and this policy.   The Rule requires the following:  

 Registration and licensing requirements of loan originators according to 

applicable state or federal law, including the Secure and Fair Enforcement for 

Mortgage Licensing Act of 2008 (SAFE Act). 

 Completion of appropriate screening requirements for loan originator 

employees hired on or after January 10, 2014, (or before this date when there 

were no background standards in effect) who are not licensed or are not 

required to be licensed, which include 

o a criminal background check through the National Mortgage Licensing 

System and Registry (NMLSR), from a law enforcement agency, or 

commercial service to include a check for administrative, civil, or criminal 

findings by any government jurisdiction during the preceding seven years, 

including conviction of a felony act of fraud, dishonesty, a breach of trust, or 

money laundering at any time; and 
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o a credit report that demonstrates financial responsibility and character.  

 Provision of periodic training of applicable federal and state laws governing an 

individual’s loan origination activities.  

4.6 Overview of Compensation Rules 

The LO Compensation Rule prohibits any person, including RHF, from paying 

compensation to a loan originator if the amount of the payment is based on any of the 

transaction's terms or conditions. This prohibition applies both to payments by RHF 

to independent mortgage brokers and payments by RHF to its employee sales force.  

RHF’s mortgage loan originators are also prohibited from receiving dual 

compensation.  If any loan originator receives compensation directly from a 

consumer in a consumer credit transaction secured by a dwelling, the loan originator 

is prohibited from receiving compensation, directly or indirectly, from any person 

other than the consumer in connection with the transaction.  Any person who knows 

or has reason to know of the consumer-paid compensation to the loan originator 

(other than the consumer) shall not pay any compensation to a loan originator, 

directly or indirectly, in connection with the transaction.  

 RHF shall draft compensation agreements for its originators, and agreements may be 

revised periodically.  The LO Compensation Rule prohibits RHF from entering into 

compensation agreements with originators that are based on the profits of a 

particular branch or operations center unless the profit is calculated in whole or in 

part based on an aggregate value of loans originated during a particular period.  

RHF shall draft compensation agreements for nonproducing branch managers, 

production managers, and other staff who are responsible for overseeing loan 

production.  Such employees are considered executive or administrative staff who do 

not arrange, negotiate, or otherwise obtain an extension of credit for a consumer.  

Such individuals may be compensated based in whole or in part of profits including 

aggregate value of loans.  The calculation of the aggregate value of loans can be based 

on secondary market value or other metrics.  

RHF’s managers who originate loans cannot receive compensation based on loan 

terms, even if such compensation would be limited to loans not originated by the 

manager.  However, managers may receive a fixed percentage amount of all loans  

originated.  
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4.7 Acceptable Forms of Compensation – General  

The following are examples of methods of compensation that are not considered to be 

based on the transaction’s terms or conditions and would therefore be permissible 

under the LO Compensation Rule:   

 The loan originator’s overall loan volume (dollar amount or units)  

 The long term performance of the originator’s loans  

 Hourly wages for actual hours worked  

 Whether the consumer is an existing or new customer  

 A fixed payment for every loan that the originator arranges, such as $600 per 

loan, or $1000 for the first 1000 loans and $500 for each additional loan  

 A percentage of applications submitted by the loan originator that result in a 

closed loan 

 The quality of the loan originator’s loan files  

 Legitimate business expense, such as fixed overhead costs  

 Compensation based on a fixed percentage of the amount of credit extended 

(which may be subject to a minimum or a maximum cap)  

 In the form of incentive payments based on number of loans originated within a 

specified period of time 

 Payment to or benefit of designated tax-advantage plan participation 

 Participation in non-deferred profits-based compensation plans 

RHF is prohibited from paying loan originator compensation based upon: 

 a term of a single transaction; 

 the terms of multiple transactions conducted by an individual loan originator; or  

 the terms of multiple transactions conducted by multiple loan originators, taken 

in the aggregate. 

4.8 Compensation from a Consumer 

RHF shall comply with the LO Compensation Rule whereby a loan originator must 

choose between being paid by the consumer and being paid by RHF.  If the loan 

originator receives compensation directly from a consumer, the loan originator may 

not receive compensation from RHF in connection with the transaction.  This shall 

include payments from any person to the loan originator where the person knows (or 

has reason to know) that the consumer is paying the loan originator.  Originators may 

receive an origination fee or charge other than from the consumer if the originator 

does not receive any compensation directly from the consumer; the consumer does 

not make an upfront payment of discount points, origination points or fees however 
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denominated (other than bona fide third-party charges not retained by the mortgage 

originator). 

RHF may accept the following forms of compensation paid by a consumer:  

 A flat fee  

 A fee that varies based on the principal loan amount  

 A fee based on any factor other than the loan terms or loan type 

RHF may permit payment of an origination fee or charge from someone other than 

the consumer, so long as the fee does not vary based on the terms of the loan (other 

than the amount of the principal), the originator receives no compensation from the 

consumer, and the consumer otherwise does not make an upfront payment for 

origination fees.  

4.9 Third-Party Charges 

The LO Compensation Rule permits originators to pass along bona fide and 

reasonable charges, such as credit reports, where those amounts are passed on to a 

third party that is not RHF, its affiliate, or an affiliate of the loan originator.  

Originators may receive an origination fee or charge other than from the consumer if 

the originator does not receive any compensation directly from the consumer; and 

the consumer does not make an upfront payment of discount points, origination 

points, or fees, however denominated (other than bona fide third-party charges not 

retained by the mortgage originator).  Originators are prohibited from paying some 

or all of the third-party fees for a consumer (or crediting the consumer out of pocket), 

unless there is an unforeseen increase in settlement costs.  

4.10 Changes to Compensation 

Compensation agreements between RHF and its originators may be periodically 

revised as long as the revised compensation arrangement is not based on transaction 

terms. 

Generally, loan originators may not increase or decrease their compensation in a 

particular transaction.  Should a competitor offer better terms or pricing, RHF may 

change credit terms or pricing to match the offer,  but the loan originator’s 

compensation cannot change.   

The LO Compensation Rule does allow loan originators to reduce their compensation 

only to lower costs to borrowers if there is an unforeseen increase in settlement 

costs.  For example, should a title issue delay the closing causing the rate lock to 

expire, a loan originator may reduce compensation in order to cover the cost of the 

rate lock extension. 
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Chapter 5 Loan Steering  

5.1 TILA Prohibition on Steering  

RHF shall comply with the TILA anti-steering provisions, which prohibit mortgage 

originators from steering, directing, advising, counseling, or otherwise influencing a 

consumer to accept a particular transaction based on the fact that the originator will 

receive greater compensation if the borrower accepts that particular loan unless the 

loan is in the consumer’s interest.  

5.2 Safe Harbor  

The anti-steering provision provides a Safe Harbor in order to assist with compliance.  

The Safe Harbor will be met if 

 the consumer is presented with loan offers for each type of  transaction in which 

the consumer expresses an interest (that is, a fixed rate loan, adjustable rate 

loan or a reverse mortgage); and 

 the loan options presented to the consumer include all of the following:  

o The lowest interest rate for which the consumer qualifies  

o The lowest points and origination fees  

o The lowest rate for which the consumer qualifies for a loan with no risky 

features, such as a prepayment penalty, negative amortization or a balloon 

payment in the first seven years. 

5.3 Determination of the Consumer’s Interest  

RHF shall determine whether the contemplated transaction is in the consumer’s 

interest and require that an originator compare the transaction with other possible 

loan offers available through the same originator and for which the consumer would 

likely qualify.  Possible loan offers include loans that could be obtained from a 

creditor with which the originator regularly does business.  

5.4 Loan Options: Type of Transaction 

A transaction does not violate the anti-steering provision if the consumer is 

presented with loan options that meet the conditions for each type of transaction in 

which the consumer expressed an interest.  The term “type of transaction” refers to 

whether 
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 a loan has an annual percentage rate that cannot increase after consummation; 

 a loan has an annual percentage rate that may increase after consummation; or  

 the loan is a reverse mortgage. 

5.5 Loan Options Presented 

RHF shall consider a transaction to be in compliance with the anti-steering provisions 

if all of the following conditions are met: 

 The loan originator must obtain loan options from a significant number of the 

creditors with which the originator regularly does business and for each type of 

transaction in which the consumer expressed an interest, must present the 

consumer with loan options that include  

o the loan with the lowest interest rate;  

o the loan with the lowest interest rate without negative amortization, a 

prepayment penalty, interest-only payments, a balloon payment in the first 

seven years of the life of the loan, a demand feature, shared equity, or shared 

appreciation; or, in the case of a reverse mortgage, a loan without a 

prepayment penalty, or shared equity or shared appreciation; and  

o the loan with the lowest total dollar amount for origination points or fees 

and discount points. 

 The loan originator must have a good faith belief that the options presented to 

the consumer are loans for which the consumer likely qualifies.  

 The loan originator can present fewer than three loans and comply with anti -

steering provisions if the loans presented to the consumer satisfy the criteria if 

the required provisions are otherwise met.  
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Chapter 6 Compensation Agreements  

6.1 Agreement Terms and Compensation Paid  

RHF’s senior management shall establish compensation agreements with its loan 

originators to comply with the LO Compensation Rule.  Compensation agreements 

and specific policies, outlined below, are subject to periodic review and modification:  

 Compensation is based on the amount of credit negotiated between the loan 

originator and the consumer. 

 The compensation will be based on a set percentage of the loan amount and 

cannot vary from one transaction to another.  

 The consumer may pay compensation to the loan originator, as long as the loan 

originator is not receiving compensation from another source. 

 The loan originator cannot reduce the lender-paid compensation amount by 

offering concessions or paying for tolerance violations, except when there are 

unforeseen increases in settlement costs. 

 RHF may pay compensation in the form of a contribution to or benefit under a 

defined contribution plan that is a designated tax-advantage plan, unless the 

contribution is tied to the terms of the individual’s transactions.  

 Compensation under a non-deferred profits-based compensation plan provided 

that the compensation paid is not directly or indirectly based on the terms of the 

loan originator’s transactions; and  either 

o the compensation paid does not exceed 10% in aggregate of the individual’s 

total compensation corresponding to the time period; or 

o the individual originated 10 or fewer transactions during the 12 months 

preceding the date the compensation was determined. 

6.2 Agreement Terms for Compensation Paid by Consumers 

RHF’s senior management shall establish compensation agreements with its loan 

originators that comply with the LO Compensation Rule, outlined below, and are 

subject to periodic review and modification: 

 The loan originator will negotiate compensation directly with the consumer.  

 The consumer may pay bona fide third-party costs and RHF fees by paying cash 

at closing, or by financing them through the loan principal or interest rate.  

 Premium pricing cannot be used to compensate the loan originator.  

 The consumer may pay discount points to reduce the interest rate.  
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 The consumer must pay compensation to the loan originator from their own 

funds or from the principal proceeds of the new loan.  

 No other person (other than the borrower) may provide any compensation to a 

loan originator, directly or indirectly, in connection with the loan transactio n. 

6.3 Agreement Terms Prohibiting Steering 

Originators shall agree to comply with RHF’s principles for anti-steering and exercise 

all steps and procedures required to support any safe harbor exceptions to the LO 

Compensation Rule.  Originators are prohibited from steering, directing, advising, 

counseling, or otherwise influencing a consumer to accept a particular transaction 

and may not steer a consumer to a loan based on the fact that the loan originator will 

be paid more on that loan unless the loan is in the consumer’s interest. 

 

 

 


