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NMLS MLO Exam Questions and
Answers

¥What must a borrower do (o avoid having Late payments reporied 10 & credil bereau’ -
Answer-Pay within 30 days of dus date

Max panalty il a borrower is required 1o use a specilic bie company or saltiemsent
agem? - Answar-3 imes the fea

¥What should not be over-welghtad in an analysis of bormower repayment capacity? -
Anzwer-Credit scores

Max prepayment penalty on residential merigages in the first year of the loan - Answer-
%

What muslt condominium assecialions do with respact to property insuranca? - Answer-
Keep 8 "Blanket” policy that prodects the enlire structure

H 8 lender is planning on referring a bomower 1o a Ulle company that the lender has
ownership in, when muest the AFBA must be provided Lo the borrower? - Answar-Befora
the referral 1o the title company s mada

Websie to oblain copy of your credst report that [he credd bureaus are required lo
provide once per yedr al no charge - Answer-annualcreditrépont. com

273/8 caps - Answer-ARM inittal adjustment max s 2%, subsequent adjustment paricd
max is 3%, and lifetime cap of 63

What does FHLB stand for and what do they provide? - Answer-Faderal Home Loan
Bank, and they provide advances lo financial institutions for residential morigage loans

According to the Dodd-Frank Act, how much risk must be retained by the sacuritizer for
a loan hat does not mest GRM guidelinas? - Answer-5%

O a purchass transaction, whal document contains the purchase price for a property? -
Answer-Sales Confract

After 8 loan has been closed and funded, the creditor notices a tolerance viclation with
a fee babween (he LE and CD. How long does the creditor have (o reimburse the
bofroweer for the ovarcharge before being considered in victation of the TRID nile? -
Answer-B0 days after closing

According to ihe Dodd-Frank Act, hew much risk must ba retained by ihe securnitizer for
@ loan (hal does nol meet ORM guidelines? - Answer-5%
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R E #104
Which of'the following actions do mortgage companies take to prevent falsified information by a borrower or mortgage loan

orignator (MLO)?

A. Verify the income information by a settlement service provider

B. Accept the documentation supplied by both the borrower and the MLO
C. Accept the documentation supplied by the borrower

D. Verify nformation by third parties not involved in the transaction

ZE: D

fE R A -

To prevent fraud, mortgage companies are required to independently verify information provided in the loan application by
contacting third parties not mvolved in the transaction (e.g., employers, financial institutions).

Relying solely on documents supplied by the borrower or MLO can lead to acceptance of falsified information.

"Verification of income, employment, and other borrower information must be obtained directly from third parties not mvolved in the
transaction.”

- Fannie Mae Selling Guide; SAFE MLO National Test Study Guide

References:

Fannie Mae, Verification of Employment and Income

i RE #105
Offering or negotiating the terms of a loan includes which of the following actions?

A. Providing general explanations or descriptions in response to a consummer's inquiry
B. Arranging the loan closing or other aspects of the loan process

C. Making an underwriting decision about whether an applicant qualifies for a loan
D. Presenting particular loan terms to an applicant verbally, in writing, or otherwise

EX: D

R -

Under the SAFE Act, offering or negotiating the terms of a loan includes presenting specific loan terms to an applicant, whether
verbally, in writing, or through any other communication method. This activity directly involves discussing or negotiating loan details
like interest rates, loan amounts, and repayment terms, which requires licensure as a mortgage loan orignator (MLO).

* Providing general explanations (A) and arranging loan closings (D) do not require an MLO license because they do not involve
negotiating or offering specific loan terms.

* Making underwriting decisions (B) is also a separate activity not considered "offering or negotiating” loan terms.

References:

* SAFE Act, 12 USC §5101

* NMLS Guidelines on MLO licensure requirements

i 8 #106
‘When a mortgage loan originator notices multiple Social Security number discrepancies within the same loan file, it is considered a

red flag of.

A. pricing discrepancies.
B. mortgage fraud.

C. farr lending.

D. a forgetful borrower.

ZX: B
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‘When muiltiple discrepancies in a borrower's Social Security number (SSN) are found within the same loan file, it raises concerns of
mortgage fraud. The Social Security number is a critical identifier used to verify a borrower's identity, credit history, and
employment. Inconsistent or altered SSNs may suggest attempts to hide the true identity of the borrower, which can be an indicator
of fraudulent activity.

* Mortgage fraud involves deliberate misrepresentation of information on loan applications, documents, or other parts of the
mortgage process. SSN discrepancies can point to identity theft or attempts to use multiple identities to obtain a loan fraudulently.

* This is a serious concern under the Fair Credit Reporting Act (FCRA) and can lead to legal action if discovered during
underwriting or later in the loan process.

Mortgage loan originators (MLOs) nmust report such discrepancies as they may violate federal laws like RESPA and TILA and lead
to further investigation.

References:

* Federal Trade Commission (FTC) guidelines on identity theft

* Mortgage Acts and Practices (MAP) Rule

FRE #107
Which of the following property value approaches does an appraiser use on a rental property?

¢ A. Annual approach
¢ B. Cost approach
B Income approach
e (. Sales comparison approach

ER: A

fR R 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

8 #108
For an FHA loan, which of'the following payments must a borrower make to protect a lender in case of a foreclosure?

A. Homeowners association dues
B. Hazard insurance premium

C. Down payment

D. Mortgage insurance premium

ZE: D

fE R A«

For FHA loans, borrowers are required to pay a Mortgage Insurance Premium (MIP). This insurance protects the lender in case of
default or foreclosure. FHA loans are backed by the Federal Housing Administration, and MIP is mandatory for borrowers due to
the lower down payment requirements and increased risk to lenders.

* Mortgage Insurance Premium (MIP): FHA loans require an upfront MIP at closing (usually 1.75% of the loan amount) and annual
MIP, which is divided into monthly installments and added to the mortgage payment.

* The MIP protects lenders by providing insurance coverage in the event the borrower defaults, reducing the lender's loss.

Other options:

* Down payment (A) is required but does not protect the lender.



* Hazard insurance premium (B) protects the property, not the lender in foreclosure.
* Homeowners association dues (D) are unrelated to lender protection.

References:

* FHA Single- Family Housing Policy Handbook

* U.S. Department of Housing and Urban Development (HUD) guidelines
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