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NMLS Mortgage Loan Origination (SAFE MLO) Exam 52 MLO & 5 [
7B (Q47-Q52):

B #47
According to Federal Reserve Regulation Z, which of the following fees is a finance charge in a residential mortgage transaction?

A. Credit report
B. Title Insurance
C. Interest

D. Notary
EfE: C

AR :

Under Federal Reserve Regulation Z, which implements the Truth in Lending Act (TILA), interest is classified as a finance charge
because it represents the cost of borrowing the finds over the life of the loan.

Finance charges include any fee that a borrower pays as a condition of obtaining the loan, such as mterest, points, and certain fees.
* Notary fees (A), credit report fees (C), and title insurance (D) are not considered finance charges because they are third-party
fees not directly related to the cost of borrowing,

References:

Truth in Lending Act (TILA), 12 CFR §1026.4

CFPB Regulation Z Guidelines

HH #48
Which of the following facets of a loan could be considered predatory lending or steering?

A. Lowered interest rate
B. Cash-out

C. Prepayment penalty
D. Fixed interest rate

EM: C
L

Prepayment penalties can be used as a tool for predatory lending or steering, especially if borrowers are not made aware of them or
if such penalties are used to discourage refinancing or early payoff, which may not be in the borrower's best interest.

"Certain loan terns such as prepayment penalties... may be considered predatory when they are not adequately disclosed or when
used to lock borrowers into unfavorable loans."

- CFPB, Protecting Consumers from Predatory Lending Practices

Cash-out and lowered interest rates are not inherently predatory, and a fixed interest rate is generally a consumer-friendly feature.
References:

CFPB, Predatory Lending

SAFE MLO National Test Study Guide

HM #49
Which of the following property value approaches does an appraiser use on a rental property?

e A. Cost approachB Income approach
¢ B. Sales comparison approach
¢ C. Annual approach

EfE: C

A :

For rental properties, an appraiser will typically use the Income Approach to estimate the property's value.

This method is based on the income-generating potential of the property, which is most relevant for mvestment properties, including
rentals.

* The Income Approach assesses the property's ability to generate future cash flow by evaluating the income that can be derived
from renting it. The formula often involves determining the net operating income (NOI) and applying a capitalization rate (cap rate) to



estimate value.

* This method is most appropriate for rental properties because their value is inherently tied to their profitability.

Other methods:

* Cost approach: More suited for unique properties or new construction.

* Sales comparison approach: Often used for owner-occupied properties, comparing recent sales of similar properties.
References:

Uniform Standards of Professional Appraisal Practice (USPAP)

Fannie Mae's Appraisal Guidelines for Rental Properties

HM #50
What are the maximum basis points added to the average prime offer rate (APOR) that keep a loan's APR as a qualified mortgage

under the Consumer Financial Protection Bureau's (CFPB's) Safe Harbor Rule?

e A. 150 basis points
¢ B. 300 basis points
e C. 100 basis points
e D. 85 basis points

EfE: C

R -

A loan is a Qualified Mortgage (QM) with "safe harbor" legal protection if its APR does not exceed the average prime offer rate
(APOR) by more than 100 basis points (1%) for a first-lien transaction.

"A covered transaction is a safe harbor QM if the APR does not exceed the APOR for a comparable transaction by 1.5 or more
percentage pomnts for first-lien transactions, or 3.5 percentage points for subordinate-lien transactions. For purposes of safe harbor
protection, the threshold is 1 percentage point (100 basis points) above APOR."

- 12 CFR § 1026.43(e); CFPB QM/ATR Rule Summary

References:

CFPB, Qualified Mortgage and Ability-to-Repay Rule

SAFE MLO National Test Study Guide

HM #51
A licensed mortgage loan originator (MLO) sharing his commission with another licensed MLO at his company for actual services
performed on a loan is considered which of the following terms?

¢ A Single fee method
e B. Fee splitting

e C. Tip sharing

¢ D. Double fee method

IEf#: B

R

When a licensed mortgage loan originator (MLO) shares their commission with another licensed MLO at the same company for
actual services performed on a loan, it is referred to as fee splitting,

* Fee splitting is legal and permissible under certain conditions, such as when both MLOs are licensed and have contributed to the
loan's orignation, processing, or closing in a meaningfil way. This is different from illegal kickbacks, which are prohibited under
RESPA.

* Fee splitting must comply with all applicable state laws and company policies to ensure transparency and that all compensation is
based on legitimate work performed.

References:

* Real Estate Settlement Procedures Act (RESPA) Section 8 (regulating kickbacks and fee splitting)

* National Mortgage Licensing System (NMLS) guidelines on compensation

HR #52
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