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April 3, 2008 

Jennifer J. Johnson, Secretary 
Board of Governors of the Federal Reserve System 
20th Street and Constitution Avenue Northwest 
Washington D C 2 0 5 5 1 

Dear Ms. Johnson: 

I am Jeffrey W Carr, I am the owner and Designated Broker for Northwest Mortgage 
Services, Incorporated in Washington State. I founded this brokerage business in 1988 and was 
the President of the Washington Association of Mortgage Brokers in 1999. I have raised 
my family on this business and continue to enjoy the rewards of helping people sort 
through the various offerings of the mortgage industry. 

I am very supportive of any changes to the regulations that will make it easier for the 
consumer to navigate the industry. I am also very supportive of any rules and/or 
regulations that will keep the dishonest and unscrupulous loan originators from staying in 
or joining this industry. I have been actively pursuing loan officer licensing in 
Washington State and am happy to report that the law went into effect January 1, 2007. 

I cannot support the proposal to disclose the specific dollar amount I would receive 
including yield spread premium BEFORE taking an application. How did this proposal 
get this far? 

There is no way to know what fee income is available until the application is taken, a 
credit report has been issued, income and assets have been verified, the title to the 
collateral has been reviewed and the appraisal has been received. 

Risk based pricing is a staple of the industry. I have attached to this email a copy of 
pages 4 of 8 and 5 of 8 of the rate sheet received from Citimortgage on April 3, 2008. 
These two legal sized pages outline the rate and fee adjustments to be applied to the 
borrower’s interest rate and loan origination fee depending on their circumstances. I 
submit to you that it is not possible to disclose what fees will be available to the mortgage 
broker IN ADVANCE of a thorough review of the borrower’s application and motivation 
for seeking a new mortgage. 

Further disclosure of a yield spread premium by brokers only is not necessary for the 
following reason: 
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The yield spread premium is presently disclosed twice, once on the good faith estimate 
and again on the HUD-1. All the loan origination software programs have a field for the 
disclosure. All the lenders we use instruct the settlement companies to disclose the yield 
spread premium on the HUD-1. Washington State law now requires that a yield spread 
premium is to be disclosed as a specific dollar amount or a range delineated in dollars. 
Disclosing a yield spread premium on the G F E as 0% to 2% is no longer allowed. 

In addition, the origination fee earned by a broker is required to be separately stated on 
the HUD-1 per the Appendix to Reg X which follows: 

Appendix A to Part 3500--Instructions for Completing HUD--1 and HUD--1A Settlement 
Statements; Sample HUD--1 and HUD--1A Statements 

Line 801 is used to record the fee charged by the Lender for processing or originating the loan. If 
this fee is computed as a percentage of the loan amount, enter the percentage in the blank 
indicated. 
Line 802 is used to record the loan discount or "points" charged by the Lender, and, if it is 
computed as a percentage of the loan amount, enter the percentage in the blank indicated. 
Line 803 is used for appraisal fees if there is a separate charge for the appraisal. Appraisal fees 
for HUD and V A loans are also included on Line 803. 
Line 804 is used for the cost of the credit report if there is a charge separate from the origination 
fee. 
Line 805 is used only for inspections by the Lender or the Lender's agents. Charges for other 
pest or structural inspections required to be stated by these instructions should be entered in 
Lines 1301--1305. 
Line 806 should be used for an application fee required by a private mortgage insurance 
company. 
Line 807 is provided for convenience in using the form for loan assumption transactions. 
Lines 808--811 are used to list additional items payable in connection with the loan including a 
C L O Access fee, a mortgage broker fee, fees for real estate property taxes or other real property 
charges. 

All broker compensation is already disclosed twice. If a broker earns an origination fee 
and a yield spread premium, it is disclosed both at the beginning and at the end of the 
process. Washington State law states that if, during the processing of a loan, income that 
inures to the broker is greater than the income disclosed on the G F E a re-disclosure is 
required three days prior to closing explaining the reason for the increase. 

If the stated goal of the proposed rule is to protect consumers, then require all originators 
to disclose the total compensation earned before an application is submitted. Loan 
originators who work for mortgage bankers, commercial bankers with mortgage divisions 
ALL know how much they will earn on any given point in time. 
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To state that a seller servicer does not know how much money they will earn on a loan 
application, as the bankers have been saying for years to avoid more scrutiny of their 
lending divisions, is simply not accurate. Please review the second attachment to this 
letter. It is the lock page from the origination software we use. It is also used by many 
mortgage bankers. Note that the income is divided into two sections, income earned at 
closing and income earned upon sale of the loan in the future. They DO know exactly 
what income is available at any point including a yield spread premium. They simply 
classify yield spread premium as overage and pay their originator accordingly. Most 
originators do not share in any income derived from the subsequent sale of the loan. 

I doubt that employees of the Federal Reserve think that loan originators would work for 
a banker if the banker could not provide their employee how much compensation they 
could earn from originating a loan. 

STATED INCOME LOANS 

Eliminating stated income loans by amending Regulation Z seems to me to be too little 
too late. Most lenders have either stopped purchasing stated income loans or have 
reduced the loan to value to 75% or less. The stated income loan remains a valuable tool 
for the self-employed. I have never been in favor of regulating the loan products. Let the 
market decide the viability of a stated income loan. Why adopt a rule that restricts credit 
in this market? I am a strong supporter of regulating behavior. 

The media is rife with stories of the financial and emotional damage caused by 
unscrupulous originators. However, they are all not mortgage brokers or their employees! 
ALL loan originators regardless of employer should be required to use the same set of 
disclosures. We should ALL be subject to testing, criminal background checks, 
continuing education, licensing, a net worth requirement, an annual credit report and stiff 
penalties for violating the existing laws. 

YIELD SPREAD PREMIUM 

Earning a yield spread premium is a vital tool to have when helping consumers decide 
which loan and what rate and fee combination is right for them. For example, paying a 
loan fee (which would increase your new loan amount) on a 15 year fixed rate no cash 
back refinance is a very poor financial choice when compared with paying a slightly 
higher rate and allowing the broker to earn the loan fee via a yield spread premium on a 



lower loan amount. When the calculation is explained EVERY client has chosen to have 
us earn our origination compensation via a yield spread premium. 
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A yield spread premium is also critical to assisting first time buyers when purchasing a 
home. The down payment, closing costs, prepaid expenses and financial reserves are all 
keys to a successful closing. Informing the borrowers that part or all of their closing 
costs can be paid by accepting a higher rate and allowing the originator to earn a yield 
spread premium with which to pay closing costs is a critical part of assisting our clients. 
We feel very strongly that they have this pricing option explained to them. Not all our 
clients select the yield spread premium option but ALL our clients appreciate the fact that 
we explained it to them. 

In summary: The pre-application disclosure will not, in my view, protect consumers. If 
the brokerage community avoids a yield spread premium due to the adoption of these 
proposed regulations, the consumer suffers. 

Mortgage brokers continue to compete with a variety of entities including companies that 
are nothing but large scale brokers as well as the large mortgage bankers and commercial 
banks. The average consumer cannot distinguish a broker from any other purveyor of 
mortgage loans in today’s lending environment. Having different disclosures required by 
different entities will only confuse consumers even more, not protect them. 

Stated income loans have a place in the market and should not be banned. 

Not regulating ALL loan originators in the same manner will result in continued potential 
for the unscrupulous to prey upon consumers. 

As I stated in the opening paragraph, I enjoy this business. I have raised my family on 
the income from this business. I enjoy an excellent reputation in the community and I 
will continue to compete in any environment. No one I know wants to see the recent past 
repeated and changes in regulation are necessary but these proposals will not have as 
great an effect as raising the standards to stay in this industry and raising the standards to 
get into this industry. 

Thank you for your time. Please feel free to contact me with any questions you may 
have. 

Sincerely, 

Jeffrey W Carr 
President 



citi mortgage 
Wholesale Lending 
Eye to Eye Service 
Only from C if [Mortgage 
Effective Date and Time: Thursday Apr 03 
08:30:00 C D T 2008 

Broker Ann Arbor Northeast 
Registration Phone: (8 8 8) 9 8 7-2 4 8 4 

Registration Fax: (8 7 7) 3 5 7-0 2 9 6 
FLOAT ONLY BETWEEN B:00 A M and 

8:30 A M C S T 
Web Site: https://broker.citimortgage.comi 

This rate sheet shows the current mortgage rates available on Thursday, April 3, 2008. 



citi mortgage 
This second sheet also displays current mortgage rates available for Thursday, April 3, 2008 



Secondary Market Registration & Rate Lock 
This is a blank worksheet that shows loan summary and registration 
information, lock price information and actual gain/loss on sale 


