
 

 

   As a result, the determination of 
whether  you are a MLO required 
to be licensed under the state 
SAFE Act is separate and apart 
from the determination of whether 
your activities are LO activities 
under the LO Comp Rule. While it 
is a separate analysis, if an indi-
vidual is a LO under the LO Comp 
Rule, the individual will need to 
be licensed as a MLO under the 
California's SAFE Act. 
   
 
Who is a Loan Originator as 
Defined by the LO Comp Rule? 
 
 
     A Loan Originator (LO) is a 
person or business entity (Loan 
Originator Organization – LOO) 
who in expectation of direct or 
indirect compensation or other 
monetary gain or for direct or indi-
rect compensation or other mone-
tary gain performs any of the fol-
lowing activities: 
 
• Takes a credit application; 
• Offers, arranges, assists a con-

sumer in obtaining or apply-
ing to obtain a loan; 

• Negotiates, or otherwise ob-
tains or makes an extension of 
consumer credit for another 
person; 

• Through advertising or other 
means of communication 
represents to the public that 
the person can or will perform 
any of the LO activities. 

 
 

  It is not the purpose of this 
Special Edition of ManuFacts to 
debate the pros and cons of the 
Dodd-Frank Act. Rather its pur-
pose is to help retailers under-
stand the Loan Originator Com-
pensation Rule and its essential 
requirements so that they can 
take the necessary steps to en-
sure compliance for their com-
pany and employees. 
   

  This Special Edition  
will provide: 

 
•   A brief synopsis of the Loan  
    Originator Compensation   
    Rule and its applicability to 
    retailers 
•   Key Definitions 
•   Key Examples of non- 
     permissible and permissible 
     activities. 

~~ 
 

Dodd-Frank Act Synopsis 
   
  The Dodd-Frank Act is federal 
legislation designed to provide 
protection for consumers from 
financial problems relating to 
home mortgages.  Home mort-
gages include loans for both 
chattel (personal) and real prop-
erty manufactured homes. 
 
   The SAFE Act, as imple-
mented in California by Senate 
Bill 36, is not the same as the 
Dodd-Frank Act as imple-
mented by the Consumer Finan-
cial Protection Bureau (CFPB). 

   While many of the terms used in 
the Dodd-Frank and California's 
SAFE Act appear to be the same, 
these federal laws have very differ-
ent applications. The Bureau stated 
that Congress defined "mortgage 
originator" in the Dodd-Frank Act 
(from which the LO Comp term 
"Loan Originator" comes) to be 
broader in most ways  than the 
definition of "loan originator" in 
the SAFE Act. The other important 
distinction is that the LO Comp 
Rule is primarily regulated at the 
federal level by the Bureau,  while 
the SAFE Act is primarily regu-
lated by the individual states 
through their own state SAFE Act 
laws. 

Loan Originator  
Compensation Rule 

 
   The Loan Originator Compensa-
tion Rule, as detailed in the Dodd-
Frank Act, became effective on 
January  1, 2014. 
 
   Similar to the SAFE ACT, which 
deals with state mortgage loan 
originator ("MLO") licensing, the 
LO Comp Rule deals with loan 
originators ("LOs"); however, the 
activities regulated by each law are 
not the same. First, the LO Comp 
Rule applies to both individuals 
and entities.  By contrast, the 
SAFE Act's MLO licensing re-
quirements apply only to individu-
als.  Second, the LO Comp Rule's 
coverage is determined by federal 
law, while SAFE Act licensing 
requirements are determined by 
state law. 
 

The Dodd-Frank Act 
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This information is not 
intended, and should 
not be construed, to be 
legal advice.  Before 
taking any action based 
on this information you 
are strongly encouraged 
to, and should, consult 
with a qualified legal 
professional to whom 
you have provided all 
pertinent facts and 
information as to your 
personal situation.  This 
information is intended 
to be general informa-
tion only and, as such, 
it is provided with no 
guarantee as to its 
timeliness, complete-
ness or accuracy.  You 
should consult with 
your chosen advisor for 
the most complete and 
up-to-date information 
and guidance concern-
ing the provisions of 
the Dodd-Frank Act . 

DISCLAIMER 
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The Dodd-Frank Act Loan Originator Compensation Rule...continued 
 
 
  The following activities make a 

retailer and/or a retailer em-
ployee a loan originator: 

 
• Discussing  particular credit 

terms that are or may be 
available; 

• Taking any oral or written 
action directed to a consumer   
that can affirmatively influ-
ence the consumer to select a 
particular loan originator or 
creditor; 

• Filling out a consumer appli-
cation, inputting information  

        into an online application or     
        other automated system, or   
        taking information from the  
        consumer over the phone to  
        complete a credit applica-  
        tion; 
•  Initially contacting and  
        orienting the consumer to a 
        particular loan originator's  
        or creditor's origination proc- 
        ess or particular credit     
        terms that are or may be  
        available to that consumer  
        based on the consumer's  
        financial characteristics. 
  
Note:  Both the retail company 
and the individual employee can 
be classified as LOs. 
 
Caveat:  Retailers who originate 
transactions on a 3-party retail 
installment sales contract that are 
assigned to a lender after closing 
are considered loan originators 
and/or loan originator organiza-
tions. 
 

WHAT YOU CAN DO 
 
       The following activities 
would not make a retailer and/
or a retailer employee a loan 

originator: 
 
• Generally describing the ap-      

plication process, without advis-
ing on credit terms available 
from a creditor; 

• Providing explanation, informa-
tion or descriptions in response 
to consumer queries, such as 
explaining terminology or lend-
ing practices; 

• Confirming written offer terms 
already transmitted to the con-
sumer; 

• Providing or making available 
general information about  
creditors or loan originators that  
may offer financing when do-
ing so does not amount to 
"referring" or recommending 
a particular creditor or loan 
originator, or otherwise influ-
encing a consumer's decision; 

• Collecting information on be-
half of a consumer, such as 
gathering information or sup-
porting documentation to pro-
vide to a consumer for inclusion 
in a credit application and pro-
viding application instructions 
to a consumer so they can com-
plete a credit application. 

 
Note:  Both the retail company and 
the individual employees can be 
deemed LOs.  LOs that are not em-
ployed by a lender (creditor) are 
defined in the rule as "Mortgage 
Brokers".  

  
Consequences of Being a Loan 

Originator as Defined in the  
Federal LO Comp Rule 

 
     The following is a partial sum-
mary of the consequences of being 
considered a LO and/or LOO under 
the LO Comp Rule. 
 
   As a preliminary matter, individu-

als or entities that are loan origi-
nators are subject to regulations 
by the Bureau.  Any compensa-
tion paid to the retailer for LOO 
activities attributed to a particular 
transaction is considered to be a 
loan originator compensation, and 
therefore is included in points and 
fees  for HOEPA  high-cost and 
qualified mortgage calculations.  
The sales price of a manufactured 
home is not deemed to include 
loan originator compensation for 
purposes of the points and fees 
triggers, unless the creditor has 
knowledge that the sales price 
includes compensation for LO/
LOO activities.   
 
     Individuals engaged in LO 
activities need to be licensed as 
MLOs under California's SAFE 
Act.  In that case, retailers em-
ploying those individuals will also 
need a state lender's license as a 
lender or broker. 
 
     While the following may be 
exhausting, it is not an exhaustive 
example of what retailers can and 
cannot do if they do not want to 
be defined as a loan originator or 
loan originator organization: 
 

What a Retailer Cannot Do 
 
     If a retailer or the retailer's 
employees does any of the follow-
ing, they can be defined as a 
loan originator pursuant to the 
Loan Originator Compensation 
Rule effective January 1, 2014: 
 
• Fill out a loan application, or 

in any way physically assist 
the applicant in filling out the 
application.  Two interpreta-
tions of this rule should make 
it clear.  You cannot fill out 
an application form for a 

M A N U F A C T S   
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The Dodd-Frank Act Loan Originator Compensation Rule...continued 
blind customer; you cannot 
provide a language translator 
that completes an application 
form for a person who does 
not speak English. You can, 
however, provide a translator 
for a non-English speaker, 
but they cannot fill out the 
forms. 

• Input application information 
into an online application or 
other automated system. 

• Take a loan application over 
the phone and then put that 
information into a form to be 
sent to a creditor. 

• Email a completed applica-
tion to a creditor that the cus-
tomer completed on the re-
tailer's computer.  A con-
sumer may go to a lender's 
website from your office and 
fill out the lender's applica-
tion; however, the consumer 
should transmit the applica-
tion to the lender. 

• Discuss specific terms of a 
loan. 

• Present credit terms for the 
consumer's consideration that 
are selected based on the con-
sumer's financial characteris-
tics, or communicate with a 
consumer for the purpose of 
reaching a mutual under-
standing about prospective 
credit terms. 

• Direct, refer or steer a cus-
tomer to any creditor or loan 
originator. 

• If you are a dealer and have 
an in-house MLO, then you 
can recommend your own 
MLO to the consumer, just 
like any other lending institu-
tion, but your loan originator 
cannot "steer" a consumer to 
a loan based on the fact that 
the loan originator will re-
ceive greater compensation 

from the creditor in that transac-
tion than in other transactions 
the originator offered or could 
have offered to the consumer. 

• Negotiate terms of the loan. 
• Ask for or collect consumer 

information such as the cus-
tomer's debts, income, assets, or 
credit history/score for the pur-
pose of determining his or her 
financial characteristics to then 
select credit terms or the credi-
tors or loan originators that you 
will provide information about 
to the consumer. 

• Discuss credit terms that may be 
available from a creditor or loan 
originator based on the con-
sumer's financial status. 

• Tell a consumer a specific inter-
est rate that can be offered. 

• Answer direct questions that 
would sway a consumer to 
choose a creditor or loan origi-
nator. 

• Do anything to influence the 
consumer to select a creditor or 
loan originator. 

• Provide an application form for 
only one creditor.   Quote rates, 
fees, costs, payments, required 
down payments or other credit 
terms that may be available for 
loan products that are offered by 
specific creditors. 

• Assist a consumer in selecting 
which credit terms to choose or 
which loan product to choose 
when he or she has obtained 
multiple approvals. 

• Advertise estimated monthly 
payments. 

• Advertise the retailer can pro-
vide or help find financing. 

• Advertise promotion terms deal-
ing with rates. 

• Have signs that discuss the ease 
of getting financing.  Avoid 
saying:  "No Credit, No Prob-
lem," "Buy here, pay here,"  

"No credit check financing," 
"Your land is your down pay-
ment." 

 
What a Retailer Can Do 

 
     The following activities will 
not make a retailer or a retailer's 
employees a Loan Originator Or-
ganization or Loan Originators 
pursuant to the LO Comp Rule: 
 
• Generally provide credit ap-

plication instructions to con-
sumers so that consumers can 
complete an application, such 
as describing the meaning of 
the words.  When providing 
application instructions, you 
should avoid the appearance 
that you are telling the cus-
tomer what information to 
put on the application.  You 
may high light on the applica-
tion the places they need to 
complete. 

• Generally describe the credit 
application process without 
advising on credit terms, i.e:  
"The lender, with your ap-
proval, will pull your credit 
report to let them understand 
your financial profile." "The 
lender will need to verify 
your income sources and em-
ployment."  "The lender will 
take your income, job and 
debt information and evaluate 
whether you might qualify 
for their loan." 

• In response to an inquiry, 
describe credit language and 
what those terms mean, such 
as what is an interest rate, 
what is the APR, or the 
meaning of common fees in a 
transaction without getting 
into specifics. 

• Answer specific questions 
asked by the consumer about 

M A N U F A C T S   
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The Dodd-Frank Act Loan Originator Compensation Rule...continued 
the application process as 
long as the responses do not 
deal with credit specifics or 
in any way direct a consumer 
to, or influence a consumer to 
choose, any creditor or loan 
originator. 

• Provide to the consumer a list 
of creditors that likely will 
make manufactured housing 
loans in the general area. 

• When compiling a list of po-
tential lenders,  do it by al-
phabetical order and hand 
that list with the fax numbers, 
addresses, website addresses 
and email addresses for lend-
ers and loan originators to the 
consumer. 

• Allow lending institutions to 
advertise their products 
within the retailer's offices 
through flyers and brochures 
as long as it is done in a neu-
tral manner and does not rise 
to the level of referral or 
steering. 

• Discuss sales related details 
with creditor personnel.  In 
doing so you should refrain 
from discussing financing 
related details. 

• Pull a consumer's credit re-
port for sales-related pur-
poses,  such as qualifying a 
customer for a sale by match-
ing a customer with the cor-
rect home and determining 
whether the customer is a 
bona fide prospect, but not 
credit related purposes.  A 
retailer employee should not 
pull a consumer's credit 
report to direct the consumer 
to a particular lender or loan 
terms or use it to determine 
what credit terms may be 
available.  The retailer em-
ployee also should not use the 
contents of the credit report 

to determine the names of avail-
able lenders that the retailer 
employee will provide to the 
consumer.  When obtaining a 
credit report, it is advisable that 
you have the consumer's prior 
signed authorization and that 
you not provide the consumer 
with a copy of the credit report.  
The authorization instructions 
may include instructions to the 
consumer on how the consumer 
can pull his or her own credit 
report. 

• A community may still pull a 
consumer credit report for resi-
dency qualifying purposes.  
Again, it is advisable that you 
have the consumer's prior writ-
ten signed authorization. 
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