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4 9 7 0 .  F o r  p u r p o s e s  o f  1 - h l s  d r v i s i o n :
(a)  "Ar l r lua l  pefcenf ,age rate"  meal ls  t l - re annual  Percentage rate for

t he  l oan  ca l cu l -a [ed  acco rd ing  to  t he  p rov i s i ons  o f  t he  f ede ra l  T ru th
in Lending Act  and the regul -at rons ac lopted thereunder by the Federal
Rese rve  Boa rd .

(b )  "Cove rec l  l oan "  means  a  consumer  l oan  l n  wh i ch  the  o r l g i ua l
p r i nc ipa l  ba l -ance  o f  t he  l oan  does  noL  exceed  the  mos t  cu r ren t
n n n f n r r i n n  l n a n  

- i m ' i  
I  f a t  . a  q i n r r l e - t = : m i i r r  f i r s t  n t o - i n ; r e  

- o a n
u u l l ! U ! I t . f l M U O l l  I I l L l f , L  l V !  A  J r r l y I E  r q r { r l } J  # 4 ! r r L

es tab l i shec t  bv  t he  Fede ra l  Nau iona l "  Mor tgage  Assoc ia t i on  i n  t he  case
of  a mortgage or  aeecj  of  crust f  anci  wl rere one of  the fo i . l -owlng
c ' o r d i t i n l l s  a r p ' n e t :

( * )  Fo r  a  mor tgage  o r  c i eeo  o f  t r us t ,  t he  annua l  Pe rcen tage  ra te  a - *
Consqmma-uion Of  t l re  r ransact j -on wi l l  exCeed by more than erg l r t
pe rcen tage  pg in t s  che  y ie ld  on  T reasu ry  gecu r l t i es  hav lng  comparab le
n o r i n r i q  n F  m : r r r r i t r r  n n  r h e  l 6 t h  c l e r r  o f  f h e  r n o n t . l l  i ' n t r a a i i e - t r - v
I / E - M o  v l  r ( ( q v + - r  + ^ { 4 \ ! v u / r F v r - _ J

pfecedlng the mont i r  in  whic l r  the appl icat ion for  the exter ls io l - I  o f
c re t l l - .  i s  r ece i ved  by  t - he  c red i t o r .

( 2 )  The  toE .a l  po incs  and  fe@s payab ] -e  by  t he  consumer  a t  o r  be fo re

c lo . s i ng  fo r  a  mor tgage  o r  deed  o f  t r us t  w i l l  eXCeeC i  6  pe rcen t  o f  t he
tota l -  l -oan amount ,

( c )  "Po tn t s  a t t d  f ees "  sha lL  i nc lude  the  fo l l ow ing :
( l )  A I I  i t ems  regu i red  to  be  d l sc l -osec l  as  t i nance  cha rges  unde r

sec t  j cns  2?6  .4  (a )  and  226  .  4  (b )  o f  T i t l e  L2  o t  t he  Code  o f  f ede l : g l
Regulat io t :s ,  incrr - rd ing the of f  ic la t  s taf  f  connenEary/  as a lnended f rorn

t lme  ;o  c ime ,  excep t  i n te re - " t  '
(2 \  Al -1 conpensat io] - r  aud fees paid to mortgage brokers in

connec t i on  w l th  [ he  l oan  t ra r : sac t i on .
( 3 )  A l i -  i - t e f i r s  l - r s t e d  i n  s e c t i o n  2 2 6 . 4  ( c )  ( 7 )  o f  T i t r e  1 2  o f  t h e

coc le  o f  Fede ra l  Regu lac ions ,  on l y  i f  t he  pe rson  o r i g l na t i ng  t he

cove red  l oan  rece i ves  d i rec t  compensa t i o f l  I n  COnnec t i on  w i th  t he

cha rge ,
l . r )  r 'Conqrrmor loan" meai lS a COnSUlner  crec l i t  t ranSaCt lon t l la t  is
\ q /

segg red  bv  rea l  p rope r t y  lOCa ted  i n  t h i s  s ta te  used ,  Or  i n tended .  t o

be  ; sec l  o i  occup ied ,  as  t - he  p r i nc ipa l  dwe l - l i ng  o f  r he  consumer  t ha t

i .S  imprOved  by  a  one - to - fou r  f es iden t i a l  un i t .  "Concumer  l oau "  does

f l o t  I nc l -ude  a  reve rse  mor tgage ,  an  oPen  l i ne  o f  c red l t  as  de f i ned  i n
pa r t  226  o f  T : - t i e  t 2  o f  t he  code  o l  Fede ra l  Regu la t i ons  (Regu la t ron

Z ) t o r a c o n s u m e r c r e d i t t r a n s a c t l o n t h a t , i s s e c u r e d b y r e n t a l
ntoner tv  or  seconcl  homeg '  "Consumer loatr"  does nof  inc lude a br idge
P ! v y v !  v J
' r  n r n  F n  r  n l r r n ^ e e s  o f  t h 1  S  d f v r s i o n ,  a  b r i d g e  l O a t l  i s  a n y  t e m p o r : a r y
M r . .  a v -  l J u - H v

l a n n -  l r a r r i n o  a  m a t u r i t y  o f  o n e  y e a r  o r  l e s s ,  t o f  t n e  p u r p o s e  o r
J - v s A r ' . . + - . . . : , _ . .

acquis i t icn or  co i le t ru i t ion of  a c lwel l ing in tenct€c l  to  becoi le  the

consume: '  s  p r i nc lPa - l  dwe I l i no .
ra  \  , r o r i  n i  nA l  n r i  nc i  r - r . r l  b i l anCe"  f l gans  the  to ta l  i n i t i . a l  AnoL ln t
\ E l  v ! : V I - . c r  Y ! * r r v F I r e +

the co:- ]sumer is  obl igated Co rePaY on the loan-
( f )  " L i cens ing  agenCy"  t ha f l  mean  the  Depar tmen t  o f  Rea l  Es ta te

fo r  l i censed  rea l -  * s ta te  b roke rs ,  t he  Depa r t 'men t  o f  Co rpo ra t l o t l s  f o r

l l censed  res iden t i a l  mor tgage  fenc le I . s  and  l i censed  f i nance  Iende rs

and .  b roke rs ,  and  the  Depar tmen t  o f  F inanc ia l  I ns t i t u t i ous  f o r

comtnerc ia l  anct  industr la l  banks t t1s1 eawi f iEg associat ions a i ld  credr t
. r r r i  n n -  n r d F n  j  t . d  i n  t l r i s  S - - a t e ." ^ ^ - i ; ;  

; ; ; ; ; ; ; ;  pe rsen , '  r r l eans  a  rea l  es ra re  b roke r  f  i censec r  unde r

the  Rea l -  Es - -a te  L iw  (Pa r t  1  ( co ru t renc ing  w i th  Secc ion  10000 )  o f

D i v i s i on  4  o f  t he  Bus iness  and  P ro fe '=s ions  Code)  '  a  f i nance  l ende r  o r

b roke r  l l censec l  unc le r  t he  ca l i f o rn ia  F inance  Le t rde rs  Law (D lv i s i on  9

(comme: : c i - : : g  w i t h  sec t i on  22000 )  ) '  a  xes iden t i a l  mor tg tg ' -  I ende r

l i censec l  r i nde r  t he  Ca l i f o rn ia  Res iden t i a l  Mor tgage  Lend ing  Ac t

M R GUIRK LAI^I 0FFICE PAGE A ?
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( D i v i s i o n  2 0  ( c o m m e n c i n g  w i t h  S e c t i o n  5 0 0 0 0 )  ) ,  a  c o n m e r c i a L  o r
i ndus t r i a l  bank  o rgan l zed  unde r  t he  Bank ing  Law (D iw i s ion  I
( commenc ing  w i th  Sec t i on  99 )  ) ,  a  sav ings  assoc ia t i on  o rgan i zed  unde r
the Savings Assocj .at lon Law (Div is ion 2 (commenci f lgr  wl . th  Secr ion
5000 )  t  -  and  a  t : r ed l t .  un j_on  o rgan i zed  unde r  t he  Ca ] i f o rn ia  C red i t
Un ion  Law (D iv i s i on  5  ( commenc ing  w i th  Sec t i on  14000 )  )  .  i ' l o th rng  rn
th is  d iv is ion shal l -  be construed to prevent  any enforcement  by a
governmental  ent l ty  agarnst  any p@rson who or ig i -nates e }oen and who
is  exempt  o r  exc luded  f rom l i censu re  by  a l l  o f  t he  l i cens ing
agenc ies r  based  on  a  v i o l a t i on  o f  any  p rov lg lqn  o f  t h i s  d i v i s i on .
Noth lng rn thr .s  d i -v is ion shaLl-  be construed to prevent  the Depart rnent
o f  Rea l  Es ta te  f r om en fo rc i r rg  t h l s  d i v i s i on  aga ins t  a  I i censed
sa l -espe rson  emp loyed  by  a  l l censed  rea l  e *= ta te  b roke r  as  i f  t ha t
sa lespe rson  were  a  I i censed  pe rson  und .e r  t h i s  c i i v i s  j - on .  A  l i censec l
person j -nc ludes any person engaged in the pract ice of  consumer
Iend . i ng ,  as  de f i ned  i n  t h i s  d t v i s i on ,  f o r  wh i ch  a  l i cense  i s  requ i red
unde r  any  o the r  p rov i s i on  o f  l aw ,  bu t  whose  J i cense  i s  i nva l i d ,
suspended  o r  revoked ,  o r  whe re  no  l i ce r t se  has  been  ob ta ined ,

(h )  "Or ig ina te "  means  to  a r range .  nego t i a te ,  o r  ma l (e  a  consumer
1 o a n .

( i )  "Se rv i ce r "  has  the  same mean ing  p rov ided  i n  Sec t i on  6  ( I )  ( 2 )
o f  t he  ReaJ "  Es ta te  Se t t l emen t  P rocedu fes  Ac t  o f  I 914 '
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4913 .  The  fo l l - ow inq  a re  p roh ib i t ed  ac t s  and  l - im i t a t i ons  f o r  cove red
I o a n s :

(a)  (1)  A co.zereci  -oan shaLi  not  inc l -ude a prepaynLent  fee or
pena l t y  a f t e r  t he  f i r s t  36  mon ths  a f t e r  t he  da te  o f  co r ) sumnra t i on  o f
t h e  l o a n .

(2 )  A  cove red  }oan  may  i nc1ude  a  p repa lnnen t  f ee  o r  pena l . f , y  up  to
the f i rs t  36 mort ths af l ler  the da[e of  consul ru1\at ion of  t ] re loatr  i f  :

(A )  The  pe rso r i  r u [6  o r i g i na tes  t he  cove rec l  l oan  has  a l so  o f f e red
the con.sunter  a chorce of  another  product  wi t l rout  a Prepayment  fee or
pena l t y .

(B )  The  pe rson  w l :o  o r l g l na tes  t he  cove red  J -oan  has  c l i sc losed  i n
wr i t ing to t i re  consurf ter  at  l -east  three business days pr ior  to  roan
consummat ion the t .erms of  the prepal4nent  fee or  penal ty  to the
consumer  f o r  accep t i ng  a  cove red  l oan  w i th  t he  p repaymen t  pena l t y  and
the  ra tes ,  po in t s .  and  fees  tha t  wou ld  be  ava i l - ab le  t o  t he  consumer
for  accept ing a covered loan wi thcut ,  a  pfepayment  penal ty ,

r c l  T i re  ue rson  wro  o r i  c r r  nA f  ec  t he  cove red  l oan  has  - i n ' . i t ec i  r he
\ v /

amount  of  the prepaymer l t  fee O] :  penal ty  tO an Amour: t  r -o:  -*c  exceei
the payment  of  s j -x  lnonths '  advance interest f  a t  the contract ,  rate Of
i -nterest  then tn ef fect ,  on the amount  prepaid in  any l -Z-nronth per lod

in  excess  o f  20  pe rcen t  o f  che  o r i . g i na l  p r i nc ipa l  amo t l n !  '
(D)  A covered lOan WlI l  not  rmpose the p lePa)4nent  fee or  Pel la l - ty

i f  t he  cove red  l - oan  i s  acce le ra ted  as  a  resu l t  o {  de fau l t .
f  E . r  T l r e  ne rson  r , r h r r  n r ' l  o ' 1  na t cs  l ; he  COve fed  l oa t - I  w i1 ]  no t  f i nanC€  a\ . D l  r r r v  v v ! r v r  f Y r l { e v v v

p r e p a l ' m e n t  p e n a l t y  t h r o u g h  a  n e w  l o e n  t h a t  i s  o r i g i n a t e d  b y  t h e  s a m e

( b )  ( 1 )  A  c o v e r e d  l o a n  w i t h  a  t e r m  o f  5  y e a r s  o r  l ' e s s  n a y  r - I o l  . .
n r n r r i  c l p  a f  6 y  l 6 i n a r i  n n  f  n r -  a  n : v m e n t  S C h e d U l e  w i t h  r e g t l l a r  p e : i o d : c
P r v v f u E  

r v r  q  y $ J . '

p a y m e n t s  f - h a E  w h e n  a g g r e g a E e d  d o  n o t  f u l l y  a m o r t i z e  t h e  P r i n c i p a l
k r a  l  a n r : e  a s  o f  l h e  r a t r r r - r  1 -  r r  r l a t e  O f  t h e  ] - O a n ,

(2 )  For  a  paynent  schedu le  tha t  i s  ad jus t "ed  to  account -  fo r  the

Eea6ona l  o l1  i r ) :egu la r  iucome o f  the  consr . lmer r  the  ' to ta l  i t rs ta l lments

i r l  any  yeaf  Sha l l .  nOt  exceed the  anout r t  o f  one yeat 'S  ' , vo ] l th  Of

r l A r r r l a r f  c  o n  t h p  
' ^ i , a  T r r i  q  n r n h i b i t i O n  d o e S  n O t  a p p l - y  ! . O  3  b r i d g e

I / d y r l . s r - u o  v - r  v \ ^ v  ! \ r q ' r '

1o ln .  Eo r  pu rposes  o l  t h i s  pa rag raph ,  "b r i dge  1oan"  means  a  l oa t r

w l t h  a  ma tu r r t y  o f  l ess  t han  18  mon ths  t ha t  on l y  requ i res  paynen ts  c f

in terest  unt l l  the t i -me wheu the ent i re unpaid bafance is  due ancl
^ - , , ^ h t  ^
U d V . I U I E  T

( c )  A  cove red  l oan  sha l l  n .o t  con ta in  a  p rov i s i on  fo r  nega t l ve

amort izat ion such that .  the payment  Scl lec lu le for  regular  month]y

paymen ts  causes  che  p r i ng ip l f - ba lanCe  tO  i n . rease ,  un fess  t he  Cove red

loan  j - s  a  f r r s t  mor tgage  and  the  pe rson  who  o r i q i na tes  t he  l oan

dlsc lose;s to the col lgumer that  the loan contatns a negatave

amor t i za r i on  p rov i c l gn  ! . hd t  may  ac l c l  p r i nc ipa l  t o  rhe  ba lance  o f  t he

J o a n .
/ j \  r  ^ ^ , , - - - . t  f o a n  S h a L ]\ u , /

payments requi red,  under the
not  inc luc le terms under which per iodic

l oan  a re  conso l l da ted  anc l  pa id  i n  advanc€

M R OUIRK LAt^l OFFICE pnctr a q

htqr ;i/www, leginfo. ca, gov/cgi-b in/disp laycode?section:fin& groLrp-..

f r on .  t he  l oan  P roceeds .
(e )  A  Co" ,e r l d  l oan  sha l l  n * t  Con ta l l r  a  p rov i s i on  tha ' [  i nc leases

the  l n te res t  r a t ' e  as  a  resuL t  o f  a  de fau l t '  Th i s  p rov i s i on  c loes  no t

nnn r r r  i n  i n t c r ce l  r t a t . e  changes  i n  a  va r i ab le  ra te  l oan  o the rw ise
4 Y ? -  y

c t i rs ie t *^E w i th  the  prov is ions  o f  the  loan documenc9/  Pr< :v r l lg l r  L r r+

c h a n g e i n t h e r u t e r e s t r a ' l l e i * s n o t t r i g g e r e d b y f , h e e v a n t o f d e f a u l f
o r  t ie  acce le ra t lon  fo r  t l - re  i r - ideb tednesg-

( f ) ( - I ) . A p e x s o n w h o o r i g i n a t e s c o v e r e d l o a n s s t r a l l . n o t m a k e o r
ar range a  co ] /e red  ]oan un less  a . t  the  t ime the  loan is  consu lYu l \a ted ,

the  person l :easo l fab ly  l re l ieves  the  Consumer /  o r  COITSUI I \€ I *Sr  when
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cons ide red  co l l ec t r ve l y  i n  t he  case  o f  mu_L t i p l e  congu ine rs ,  w i l _ l _  beab le  t o  ma lce  rhe .sc r redu rec r  pay rnen ts  t o  repay  the  ob t l ga t l on  based
upon a consr .derat lon of  thei r  current  and expected income, current
ob l i ga t i ons ,  emp lo rmen t  s ta tus ,  anc l  o the r  f i nanc ia l  r esou rces ,  o the r
than the consumerrs egui t l r  in  the dwel_ l ing that  secures repaymenr of
the l -oan.  rn the case of  a coverecl  loan t f rat  is  s t ructured to
increase to a speci f ic  designareci  rare,  ,=tatec i  as a nr- rmber or
fo:mula,  at  a speci f ic  prederermined date not  exceeci in .g 3? months
f J i om t . he  da te  o f  app l r ca t l on ,  t h l s  e , va lua t i on  sba ] l  be  based  upon  ths
fu1ly i -ndexed rate of  the loan carculatec l  at  t i re  t ime of
app l i ca t i on .

Tl - re consuner $halL be presumecl  to  be abfe to f take the scheclurec l
paymen ts  t o  repay  the  ob l l ga t i on  i f ,  a t  t he  t ime  the  1oan  j _s
consurnmated,  the consumer 's  tota l  month ly  c lebts,  inc luc l ing amounts
owed  unde r  t he  l - oan ,  do  no t  exceed  55  pe rcen t  o f  t he  co r f sumer rs
mon th l y  g ross  : ncome/  a . s  ve r l f l ed  by  t - he  c red r t  apF l ^ r ca r i . on ,  t he
congumer ' s  f i r : anc la l  s ta temen [ ,  a  c red l t  r epo r t ,  i i na r r c i a l
l n fo r rnau lo r  p rov lded  to  t he  pe rson  o r rg ina t rng  t l r e  l oan  by  o r  on
beha l f  o f  1 -he  consumer ,  o r  any  o thex  reasonab te  means .

(21 Nlo presumpr. ior- r  of  ina l r i l : - ry  to make the scheclu led payments to
repay  t l r e  ob l i ga t i on  sha l - l -  a r i se  so le ry  f r om the  fac t  t ha t  a t  t he- . ime - -he f  oan i  s  consummacecl ,  the consumer ,  s  to ta l -  r [onth]_1.  debtS,
Lncludrng amounts owed under t l re  loan,  exceecl  55 percent  of  the
c o n s u m e r ' s  m o n t h l y  g r o $ s  i n c o m e .

(3 )  *n  t he  case  o f  a  sca ted  i ncome l -oan ,  t he  reasonab l -e  be l - re f
requ :L l : emen t  I n  pa rag raph  (1 )  Sha l l  app l y ,  ho rveve r ,  f  o r  s raced  i ncome
Loans that  bel , ie f  may be based on the income statec l  b l ,  the consumer/
and  o tbe r  l n fo rma t i on  i n  t he  possess ion  o f  t he  pe rson  o r l g i na t l ng  t he
loan  a f i e r  t he  so l i c i t a t i on  o f  a l - l  i n fo rma t i on  tha t  t he  pe rson
cus tomar i l y  so l i c i t s  i n  co f l i l ec t i o l t  w i t h  l oans  oF  l h r . s  t ype .  A  pe rson
sha l l  no t  know:n911 '  es  w i l l f u l l y  o : i g i na te  a  cove red  l oau  as  a
s ta tec i  i ncome loan  w l th  che  l n ren t ,  o r  e f f ec t ,  o f  evad ing  che
p rov i * s i ons  c f  t h i s  subd i v l s i on .

(S )  A  pe rso r r  who  o r i g i na tes  a  cove red  l oan  sha l l  no t  pay  a
contractot :  under a home- improvement  contract  f rorn the proceed's of  a
cove red  l oan  oEher  t han  by  an  i ns t rumeu t  payab le  t o  t he  consumer  o r
Jo ln t l y  Do  the  consu tne r  and  the  con t rac to r  o . r .  a t  t he  e lec t i on  o f  t i l e
n ^ n q , ' r n a r  -  T r r  :  t h i  r r i - n : r i \ /  F F - r o w  a o e n t  j o r  f  h e  h e n e f  J " t  O r  I h eV V : r g  s l \ ( E I  ,  v V  s  y " -  -  I

cont factor  in  accordanc@ wi t l r  terms and condi t ions es l -abl is l red in  a
l ' i r iu ten esc:ow agreement  s igned b1 '  the consume.r /  the person wiro
n - i c r i n i t p q  ;  c o r r e - o d  l n a n .  r * d  r l ^  e ^ ^ f ^ '  ^ - i o r  - * o  - - h g
- - - ) - - - -  - -  .  g - E u  r v q r r ,  e . - u  e r l E  v w l r g l q v u v r  I J ! !

cl isbursement  of  funds.  No payrnents,  other  than progress pal r l lents fo l :
home- in ' ,provenent  work thot  the consumex cer t i f ies is  compLeted,
s l - ra l l  be made to an e.scrow account  or  jornt lY to the consumer and the
CoDt rac to r  uu less  rhe  pe rson  whO o r l g i na teS  the  Ioan  i - s  P rese r r t ed
r ^ r i  r h  r  q r  r r n e d  a n r i  e l : i e d  . . . m r r ]  p -  i  n r  r " c * t  i  f  i  c a t e  b v  t l f  g  c o n s u i : l e fv Y f  u r r  o  r - g r r l s  L v s  v v . l r y r v  " -  - - J

showi .nq  t f ia t  C j re  h .Tp- imr r r6 \ re ' ' ]eTr t -  COnt I 'ac t  waS COI I ,P-e ted  io  t . ]e
J T J V V T J , I A Y

sa t r s fac t i on  o f  t he  consumet .
(h )  I t  i s  un law fu f  f o r  a  pe rso l )  r vho  o r i g i na te5  a  Cove red  IOan  to

reconmenci  or  encol . l rage a consumer to defaul - t  on an ex is t ing consumer

loa r r  o r  o the r  de l r t  1n  connec t i on  w i th  t he  so l - i c i t a t i on  o r  mak ing  o f  a

Co- , / e l t ed  l gan  tha t  re f i nance :  aL -  o r  any  pqX t i on  o f  - - he  ex -s t i r : g

consumel  l -can or  c lebt .
( i )  A  cove red ,  I oan  sha l l  no t  con ta ln  a  ca } l  p rov i s i on  tha t  pe rn r t s

the  l ende r ,  i n  t t s  so le  d i$c re t i on ,  t o  acce le ra te  t he  i nc leb tedness  '
n h j -  - - ^ f , . i r - - i + i n . .  z , l n ^ . a  n n -  l n n l r ' i f  r e n a r ' ' n e n t  O f  t h g  - O a n  l r a - =  b e e : )
I I I - L S  P I U I I A J J f , L f U I i  u v E i  l l v u  q - " I ' - J

accelLratec l  in  agcordance * i t i - t - the terms of  the lOan c locuments (1)  ag

a  resu l t  o f  t he  COnSUlne r 'S  c te fau l t ,  ( 2 )  pu rsuan t  t o  a  due -on -sa le
n r n r z . i  q i  n n  .  o . .  (  ?  \  ^ . - ^  r ^  f  r a r r . l  ^ f  m a t e f  i a l  m : s ] ;  e p f  e = e n t a C : O n  b : '  a
P ! U V f > 4 v l l ,  

v -  \ J  '  q u v  u u

c o n s u m e r  i n  c o n n e c t i o n  w i t h  t h e  l o a n  o l :  t h e  v a l u e  o f  t h e  s e c U r i t y  f o r

( l )  A  p e r s o n  w h o  o r i g i n a t e s  a  c o v o r e d  l o a n  s h a l l  n o ' c  r e f i n a n c e  Q r

i F r ; r i d a  F n r -  f h c  r A f i n e n e i n o  o f  a  c o n s u m e r  I O a n  s u c h  t h a t  t h e  n e l ' u  l o a n
+ ! r o r r ! v  - v !  s ^ ^ Y - 1 - r  - -  - -

is  a iovered loan that  is  made for  the purpo$e of  ref inatrc lng,  debt
aancn t  t r l = t i ^ r r  n r  cash  ouc ,  t ha f  does  no t  resu l - t  i n  an  i c l en f i f i ab fe
v v l l v w J - + 9 c

benef i t  to  the consulner ,  conr- ider ing the consumelr  s  s tated purpose
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f o r  seek ing  the  iOan ,  f ees ,  i n te res t  r a tes ,  f i nance  Charqes ,  and
po in t , e .

( k )  ( l - )  A  cove red  l oan  sha } l  no t  be  made  un ress  the  fo l ro r r rng
d i sc rosu re ,  w r i t t en  i n  l 2 rpo in r -  f on t  o r  l a rge r ,  has  been  p rov ioec l  r o
bhe  consumer  no  ra te r  t han  th ree  bus lness  c {ays  p r i o r  co  s i gn ing  o f
t he  l - oan  documen ts  o f  t he  t r ansac t i on :

CONSU},IER CAUTION AND HOME OWNERSHTP COUI{SELING IIOTTCE

rf  you obta in rh is  loan.  the l -ender ivr r r  l rave a mort rgage on your
l - Iome. You could lose your  home, ancl  any noney you l rave put  j .n lo I t ,
i - f  you  do  no t  mee t  you r  ob l i ga t i ons  unde r  t he  1oan .

P lo r toage  roan  ra tes  anc l  c l os lng  cos l : s  and  fees  va rT  based  on  man1 ,
o the r  f ac to rs ,  i nc l r - rd ing  Vou r  pa rC icu la r  c red r t ,  and  f i nan .c ia l
c i r cums tanCe  s  r  you l :  ea r r r i ngs  h i s to r i ' ,  t he  l - oa t r - co -va l -ue  reguqsced /
; r a i  t h p  f  \ / n t r  r t f  ' '  L L ^ -  - - r  -  

I  q F - r r - F  r r n r r r  I  n : n  I - I i  o h o r  r i f  6 <c r - s  \ - r r s  v - y t r e  v - L  I / r v l J Y r L y  L t t d L  w a - L f  o c u L r _ E  J v L t !  r u 4 _ _  f - - _ _  _ _ _ _ _

and fees inay be Jrrs t i - f  ied depencl ing on the inc l iv idr- ra l  c i rcurnsrances
o r  a  pa r t i cu l -a r  consumer ' s  app l i cac ion .  you  shouJd  s l rop  a round  and
compa fe  l oan  ra tes  and  fees .

Th i s  pa r t i cu la r  I oan  may  have  a  h ighe r  ra te  and  to ta l  po rn t s  and
fees  than  o the r  mor tgage  Loans  and  1s ,  o r  may  be ,  sub jec t  t o  t he
add i t i ona l  d i sc losu re  a l - i d  subs tan t l ve  p ro tec t i ons  unde r  D i v i s i on  : - . 6
( commenc ing  w i tn  Sec t i on  4970  o f  t he  F inanc ia l  Code .  You  shouLd
consLde r  congu l t l ng  a  qua l i f i ed  i ndependen t  c red i - t  counse lo r  o r  c the r
expe r i enged  f rnanc ta l -  adv l se r  rega rd ing  the  ra te ,  f ees ,  and
n - n r z i  s i  o r s  o t -  l . h i  s  n o r f  o e o a  

' . r 4 f l  ' - o f . r r o  1 ' ^ r l  F r ^ - 6 e C t ,  F O r  i n f O r m a t i O nj L ( v !  L y q Y  v

n n  r - o n j -  a . , " i - r :  p  c r r r e l i f  i F -  r r - E d i -  r n r l n q o l n r .  a s k  ' r o u r  i e t r d e r  o r  c a l _ _! ! r r Y  s  Y s s r + 4 r  !  v v u a a - ! 4 v {

t he  Un l - t ed  S ta tes  Depa r tn ten t  o f  i { ous ing  and  Urban  Deve lopmen t ' s
counse l - i ng  ho t l i ne  a t  1 -888 -  466^3481  o r  go  to  www.  huc l  .  gov , / f ha , / s fh /hcc
f  o r  a  l - i s t  o t  couns@l -o rs .

You are rot  requi red to conip lete any loan agreer \enf ,  merely  because
you  have  rece i ved  these  d i sc losu re * {  o r  have  s igned  a  l ean
app l i ca * . i on .

- f  \ / . l t  D-c l r - . ( iec l  wi  ! l -  -1- i  s  nn- t r racro I  oa. ' r .  wor t  s l rould a-so remgml)er
tha t  you  r r rd ] r  f sss  se r i ous  f i nanc ia l  r i - qks  i f  yo t t  use  th i s  l oan  to  pay
o f f  c red i t  ca rd  deb ts  and  o the r  deb ts  i n  connec t i on  r v i t h  t h i s
t ransac t i on  and  then  subseq r . ren t l y  i ncu r  s i gn i f i can t  new c red i t  Ca rd
charges or  other  del l ts .  I f  you cont inue to accumulate ctebt  af ter
th is  loan j -s  c losecl  and then exper ience f inancia l  c l i f  f  ic r - r l t iesr  yot . l

cou ld  I ose  you r  home aud  any  equ i t /  you  l r ave  i u  i c  i f  you  do  noE  meeE
your  mor toage  j - oan  ob l i gac ions .

p rope r t y  t axes  auc l  homeowner ' s  i usu rance  a re  you r  respons ib i l i t y '
N . r  a  I  I  I  en r l e r -q  p rov ide  esc row  se rv i ces  f  o r  t hese  pay l : l en t s  '  You
shou ld  ask  you r  l ende r  abou t .  t hese  se rv i ces -

Your payments or- t  ex isc ing c lebts col l t r ibute to your  credi t  rat ings.
You should t rot  accept  any acJvice to i -gnore your  regular  payments to

you r  ex i s t i ng  c rec i i r o r s .

Q)  I t  sha l . I  be  a  rebu t tab le  pxesunp t i on  t ha t  a  l i censed  pe rson

has f i ie t  i ts  o l r l igatron to pr :ov ide t l ' \ is  c l isc losure i f  the col ' ls l . lmer
p rov ides  the  I i censed  pe rson  wr th  a  s i gned  ackno l ^ l l edgnen t  o l  r ece ip t

o f  a  c o p y  o f  t h e  r l o t i c e  s e t  f o r t h  l n  p a r a g r a p h  ( 1 ) '
( l  )  ( 1 )  A  pe r1son  who  o r lE ina tes  a  cove red  l - oan  sha l l -  t r o t  s tee l : /

r . n r rnca r  -  o r  r i i r en r  a r ' ) \ , '  n ro . snpc r i ve  cons tLmer  t o  accep t  a  f ca r -  pLoduc t
v W q l - V g - ,  v / .  e r !

wi th  a  r i sk  g rac te  lesG favorab le  than the  l : i sk  g rade tha t  the

c o n s L r m e r  w o u l - d  q r - r a l i f y  f o r  b a s e d  o n  t h a t  p e r g o n ' S  L h e n  6 9 r r q n t

u n c l e r w r i t i n g  g u i d e l i n e s ,  p r u d e n t l y  a p p l i e d .  c o n s i d e r i n g  c h r l

i n f o r m a t i o n  a v a i l - a b l e  t o  t h a t  p e r s o n ,  i n c l u d l n g  t l r e  i u f o r m a t i o n

prov ic ied  by  the  consumer '
A  perso i l  s t ra tL  no t  l re  deemec l  to  have v io la ted  th is  sec t ion  i f  the

r i  < 1 r  n r r c t o  . i t r r p p m . i r ; t r  n -  a n n ' i  + c l  c o  a  c o n . g u m e r  l - S  - f  e a s O n a b l y  b a s e c i  o n
I  r F t J + + q s

t h e  p e r s o n ' s  n n d e r r + r i t i n g  g u i c l e l i n e s  i f  i t  - i s  a r t  a 1 ) P . r - < , r p ; r : i i r l . e  ! ' I S k
- , r s r : e  - ; r F n n r \ /  f o r  w h i c h  t h e  c o n s u m e r  q u a l l f i e s  w i t h  t h e  p e r s o n '
v ! a s s  u L ( L v Y v ! J  !

(2 )  I f  ;  b i oke r  o r i g l na tes  3  ssv€ Ieq i  l oan ,  t he  l c roke r  sha l ]  r : o t

s tee l ,  counse l ,  Q r  d i rec t  any  P rospec t i ve  conEumer  t o  acceP f  a , f oan
- r n A ' c +  : t  a  h i  n h e r  . o s t  r h a n  r h a t  f o r  w h i c h  t h e  c o n s u m e r  C o u l " o
y l v u u u L  q L  q  r r l Y } )

oual- : - fv  based on t l re  loan product .s  of fe-red b-v che l le lsons wi th v thom
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t he  b roke r  regu la r l y  does  bus iness -
(m)  A  pe rson  who  o r j - g i na tes  a  cove red  l oan  sha l l _  no r  avo id ,  o r

a t t emp t  t o  avo id ,  t he  app l i ca r i on  o f  t h i s  d i - i s i on  by  do ing  the
f  oJ- lowing:

( f )  S t ruc tu r i ng  a  l - oan  t ransac t i on  aF  an  open -end  c red i t  p -an  r -o r
the PurPose of  evdding the provls lons of  th is  d lv is j -on whefr  the .Loan
would have been a covered loan J_f  the loan had been st ructured as a
c losed  end  l oan .

(Z )  D i v rd - i - ng  any  l oan  t ransac t i on  i n to  sepa ra te  pa r t s  f o r  che
n . , 1 6 A c 6  ^ F  - . , = A . i  n -  + ! . -  - - ^ , , . i  o r  ^ - o  o f  t h i s  d i v i s i o n .L ! ! v  y r v

( n )  A  l l e r s o r - r  w h o  o r i g i n a t e s  a  c o v e r e d  l o a n  s h a l l  n o t  a c r  i n  a n y
m a n n e r .  w h e t h e r  s p e c i f i c a l l y  p r o h i b i t e d  b y  t h i s  s e c t i o n  o r  o f  a
d i f f e r e n t  c h a r a c t e r .  t h a t  c o n s t i t u t e s  f r a u d .


