
 
 

 

 
 

 
 

 

 
 

 
 

 
 

 

 

 
 

 

 

 
 

 

 

 

From: "Tom" <tom@fmcLoan.com> on 04/05/2008 08:15:03 PM 

Subject: Regulation Z 

Gentlemen and Ladies – 

I have been originating residential mortgage loans since the mid 1970’s and am in total agreement that 
the public deserves to be treated honestly. With respect I must disagree with your proposal to restrict 
compensation to mortgage brokers.  In California, mortgage brokers licensed by the State Department of 
Real Estate already have a fiduciary duty to their customers.  The mortgage broker’s role of identifying 
and finding the best program and terms adds value for both the borrower and the lender who ultimately 
funds the transaction. The mortgage broker is not limited to offering one lender’s programs instead we 
seek out the best alternatives. From a legal prospective, to the customer we are exactly like the lender, 
we stand in the lender’s shoes, so to speak, until the loan documents arrive to be signed. 

Having two very different disclosure requirements forces a borrower to evaluate multiple situations when 
the only real issue that the borrower should care about is the true and complete cost of the financing. 
Making that evaluation more complicated risks creating the situation where the borrower cares more 
about the mortgage broker’s compensation than choosing the lowest cost financing.  If a mortgage broker 
finds financing that benefits the borrower, what the mortgage broker is compensated is not relevant.  
Direct lenders sell their loans immediately after closing and earn fees for servicing rights without any 
disclosure requirements.  Mortgage brokers are no different, except that they help the borrower locate the 
best direct lender for their situation. Mortgage originators of all types should have the same disclosure 
requirements.  Otherwise you run a very real risk that competition will be diminished and prices could 
ultimately be controlled by a very small number of large direct lenders. 

Direct lenders often try to point to mortgage broker fees as an additional expense. Then their wholesale 
departments offer mortgage brokers wholesale pricing because the mortgage brokers do the real 
“origination” job for the direct lender more efficiently than the direct lender can do it.  Because mortgage 
brokers get wholesale pricing, in exchange for the real work they do and because they are often more 
efficient at origination on the street level, the mortgage broker keeps competition working in favor of the 
retail borrower.  Don’t punish that, instead, find a way to level the playing field before you create a world 
where 4 or 5 companies control 80% of the market.  That would be very anti-consumer in the long run. 

It is not possible to set the fee for services before an application is submitted without fully knowing the 
applicant’s financial status including what size and sort of transaction is being contemplated.  In my 30 
plus years of experience, I can confirm that these facts can and do change in the course of many 
transactions.  Borrowers need to be given truthful and accurate cost estimates by all lending sources, 
brokers and direct lenders.  Your regulations should promote competition on price and service in a way 
that benefits consumers instead of punishing mortgage brokers. 

Thank you for listening to my comments.  I do not envy your job trying to satisfy many conflicting 
concerns.  It’s most important that the customer be treated correctly, especially in the case of financing 
the largest purchase most individuals will ever make.  That means you must help foster real competition 
among all possible participants, not just direct lenders.  To do otherwise risks limiting competition in a 
ways that may not be intuitive but can directly impact the consumer you seek to protect. 

Best regards, 

Tom Hamilton 
President 
Flagship Mortgage Company 
12626 Riverside Drive, Suite 308, Valley Village, CA 91607 



 

email: tom@fmcLoan.com 
Fax 800-376-8920 or 818-755-1185 
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