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NMLS Mortgage Loan Origination (SAFE MLO) Exam 38 X MLO & 5 [
& (Q176-Q181):

HE #176
The debt-to-income analysis should assess a borrower's total monthly housing related payments as a percentage of the:

e A loan amount.

¢ B. gross monthly income.
¢ C. net monthly income

e D. taxable income.

Ef#: B

fEEH -

In a debt-to-income (DTI) analysis, the borrower's total monthly housing-related payments (including principal, interest, taxes,
insurance, and any homeowner association fees) are assessed as a percentage of their gross monthly income. Lenders use the gross
income, which is the borrower's income before taxes and deductions, to determine affordability and creditworthiness.

* Net monthly income (A) and taxable income (C) are not used in standard DTI calculations.

* The loan amount (D) is unrelated to the DTI calculation.

References:

* Fannie Mae and Freddie Mac Guidelines on DTI ratios

* CFPB Guidelines on Ability-to-Repay and DTI

B #177
A borrower has told the mortgage loan originator that they had recently paid off an account that was listed on their credit report.

Which of the following information will they need to provide the lender to prove the account has been paid off?

A. An updated statement showing a zero balance

B. No additional information required

C. Oral confirmation from the borrower

D. A letter from the borrower explaining that they paid it off

EfE: A

fi .-

To prove that an account listed on a credit report has been paid off, the borrower must provide an updated statement showing a
zero balance. This is the most direct and verifiable method for a lender to confirm the account has been settled.

* Oral confirmation (A) or a letter from the borrower (C) are not acceptable documentation, as they lack third-party verification.
* No further documentation would be required if the credit report already reflects the zero balance, but until then, updated
documentation is necessary.

References:

* Fair Credit Reporting Act (FCRA)

* Standard mortgage underwriting documentation guidelines

M #178

According to Fannie Mae, a loan with a purchase transaction loan amount of $160,000, sales price of
$180,000, and an appraised value of $200,000 has a loan-to-value ratio of what percentage?

A. 90%
B. 89%
C. 80%
D. 88%

IEf: C

A -
For a purchase transaction, the Loan-to-Value (LTV) ratio is calculated by dividing the loan amount by the lesser of the sales price



or the appraised value.

"For purchase transactions, LTV is calculated by dividing the loan amount by the lesser of the property's sales price or appraised
value."

- Fannie Mae Selling Guide, B2-1.2-03

Here:

Loan Amount: $160,000

Sales Price: $180,000

Appraised Value: $200,000

Lesser of'sales price/appraised value: $180,000

LTV =($160,000 + $180,000) x 100 = 88.89%

However, the options provided are: 80%, 88%, 89%, 90%. The closest, and by rounding convention for mortgage lending, 89%
would be correct. However, sometimes the answer is provided as a rounded figure, in which case 89% (C) would be the correct
answer.

Let's verify the math:

$160,000 +~ $180,000 = 0.8888 = 88.9% (rounded to the nearest whole percent, 89%).

So, the correct answer is: C

References:

Fannie Mae Selling Guide, B2-1.2-03: Purchase Transactions

SAFE MLO National Test Study Guide

HM #179
Which of the following loan types is covered by the Real Estate Settlement Procedures Act (RESPA)?

A. Auto loan

B. Residential real estate loan
C. Student loan

D. Commercial real estate loan

iIFf@: B

L2
The Real Estate Settlement Procedures Act (RESPA, Regulation X) applies specifically to loans secured by a

1-4 family residential property (owner-occupied or nvestment) made by lenders, brokers, or others nvolved in real estate settlement

services. RESPA does not cover auto loans, student loans, or commercial real estate loans.

"RESPA covers loans secured with a mortgage placed on a one-to-four family residential property, including most purchase loans,
assumptions, refinances, property improvement loans, and equity lines of credit."

- Consumer Financial Protection Bureau (CFPB): Real Estate Settlement Procedures Act (Regulation X) Thus, of the choices
provided, only residential real estate loans are covered by RESPA.

References:

CFPB, "Real Estate Settlement Procedures Act (Regulation X)"

SAFE MLO National Test Study Guide

HUD, "RESPA FAQs"

H R #180
A loan secured by any lien other than the first lien position is referred to as:

A. Non-conforming
B. Subordinate

C. Agency

D. Collectible

IEfE: B

A -

A subordinate lien (or junior lien) refers to any loan or claim against a property that is secondary to the first lien (the primary
mortgage). Examples include second mortgages, home equity loans, or lines of credit.

"A subordinate lien is a mortgage or other lien that has a lower priority than a previous mortgage or lien."

- SAFE MLO National Test Study Guide

References:
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