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July 7, 2008

Division of Consumer Services
State of Washington

Department of Financial Institutions
PO Box 41200

Olympia, WA 98504-1200

Subject: Rulemaking Meeting — July 2, 2008
Proposed Summary Disclosure

To Whom It May Concern:

I am the owner of Matison Mortgage Professionals in downtown Puyallup. I started in mortgage
lending in 1982 and have worked for both banks and brokers. I opened my company in early
2006 because I wanted to be able to offer the best rates with the lowest fees to my clients. I
was unable to do that while working for a bank.

I attended the Rulemaking Meeting on July 2 in Renton. I was shocked and alarmed when I
realized the majority of people in the room seemed to be of the impression that mortgage
brokers are the only type of loan originators being paid Yield Spread Premium. This is
completely untrue. Banks and the loan griginators that work for them are ABSOLUTELY earning
yield spread. They just don't have to disclose it. This creates an unfair and very misleading
situation for consumers.

I sit down face-to-face and go over disclosures in detall with my customers. I send updated
Good Faith Estimates and Truth-In-Lending Disclosures when fees are verified and again when
rates are locked. We charge zero in junk fees — no processing fee, no administrative fee, no
document preparation fee, etc. There are no secrets and there are never any surprises at
closing, We actually attend signing appointments with our clients. They understand we charge a
fee and they also understand we are paid by lenders to send our files to them. As a broker, I
am offered wholesale pricing by the lenders I work with. I then pass on those lower rates to my
clients. Yield spread is the incentive we earn by acting as broker. Banks, brokers, lenders - we
are all working with the same money. I pay the expenses to operate an office by eamning yield
spread. Banks have the same types of expenses but at @ much higher level. That is how I am
able to offer better rates for lower fees than a bank loan officer.

I and the other two originators that work with me are excellent at what we do. We recommend
our clients shop around so they know they are getting a great deal from us. We don't have to
advertise because 100% of our business is referred to us by previous clients and by real estate
agents. We get those referrals because we do our job very well.
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By asking brokers alone to disclose yield spread on the proposed disclosure, you are cutting our
throats. You are asking us to say to our clients “you can get a better deal by going to a bank or
mortgage lender but, please, just sign here.” It is untrue and it is discrimination against
brokers. Tt discriminates against small business. If the disclosure of vield spread is going to be
required, it needs to be required of ALL originators in the State — not just brokers. Section 3,
Paragraph 3 of SHB 2770 indicates the Director "may, at his or her discretion, require by rule
other information relating to a residential mortgage loan to be included in the disclosure
summary if the director determines that it is necessary to protect consumers.” What could
protect consumers more completely than requiring equal, standardized disclosure by af

originators?

Don‘t put me out of business by asking me to have my clients sign something misleading that is
obviously intended to steer them away from doing business with me. I am offering better
pricing at a lower cost than what they can get elsewhere, This disclosure says the opposite.
Where on the proposed disclosure does it say that banks and mortgage lenders also earn yleld
spread but are not required to disclose it?

I spent the last month researching alternatives to being a broker. My option Is to become elther
a “net branch” or a physical branch of a bank or mortgage lender. I am solicited by several of
them weekly, asking me to join their company. The sales pitch is always the same: "BE PART
OF OUR COMPANY AND YOU'LL NEVER HAVE TO DISCLOSE YIELD SPREAD AGAIN". Think
about it. I'd also have to start charging junk fees required by the lender. I would have to
offer higher interest rates with higher fees than I presently can. That's what many
brokers have done.

The bank I worked for charged about $900 per file in “junk fees”. This is typical for a bank.
There was a lot of money made on each transaction — by the bank and by the originators. The
bank got their margin on the rates; they also got half the income — income in the form of yield
spread plus origination fees. The loan originators made more per file by quoting rates with 1 to
2 points rebate (or yield spread). But, of course, that isn't disclosed to the consumer or,
apparently, to the Department of Financial Institutions.

This isn't right. I dont want to be part of a bank. I started my company to set the bar higher
and I intend to tough this cut. But by requiring this disclosure of yield spread ONLY by brokers,
you are telling me I should give up, I should throw in the towel, I should join a bank or find
another line of work.

This disclosure will put honest, hard-working brokers and originators out of business. This puts
small companies like mine out of business. Most importantly, this hurts the consumer by
eliminating a viable resource for obtaining mortgages, forcing them to pay higher fees for
higher interest rates.
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I have attached my recommended version of the Disclosure Summary to be used if brokers are,
indeed, going to be discriminated against by being the only group of originators required to
disclose yield spread. Alternatively, the final paragraph labeled “IMPORTANT NOTE" could be
eliminated if ALL originations are to have the same disclosure requirements.

I appreciate your time and ook forward to your response, 1 will begin using the attached
version of the Disclosure Summary unless directed otherwise by you.

sincerely,

eri J Matison
Managing Member

Copy: National Association of Mortgage Brokers, Fax: 703.342.5905
Washington Association of Mortgage Brokers, Fax: 425.771.9588
Senator Marilyn Rasmussen, Fax: 360.786.1999
Representative Jim McCune, Fax: 360.786.7824
Representative Tom Campbell, Fax: 360.786.7912
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IMPORTANT INFORMATION ABOUT YOUR HOME LOAN
DQ NOT SIGN THIS DOCUMENT IF YQU DO NOT UNDERSTAND IT.
IF YOU NEED HELP UNDERST RY, CONTACT THE

WASHINGTON STATE DEPARTMENT OF FINANCIAL INSTITUTIONS AT:
1-877-894-HOME OR AT HTTP://WWW.,DFI.WA,GOV/CONSUMERS/HOMEQOWNERSHIP.

{ This is the FIRST time you have received this summary
£ This is an update and Is being prepared on (date prepared)

You have applied for a mortgage loan under the following terms:
LOAN AMOUNT: % INTEREST RATE %

PREPAYMENT PENALTY: A large penalty that will be charged if your loan is paid off early.
¢ Your loan DOES NOT BAVE a prepayment penalty
& Your loan DOES HAVE a prepayment penalty

BALLOON PAYMENT: The requirement for the balance of a loan to be paid in full after a shott period of
time. '

& Your loan DOES NOT HAVE a ballocn payment requirement
< Your lpan DOES HAVE a balloon payment requirement

ADJUSTABLE RATE MORTGAGE: The interest rate on the loan goes up after the initial fixed rate period,

which means your monthly payment can increase substantially.

¢ Your loan IS NOT an adjustable rate loan

¢ Your loan IS an adjustable rate loan. Your monthly payment for principal and interest could go as high as
$ (based on the initial interest rate and loan amount shown above)

TOTAL MONTHLY PAYMENT: The total amount you will be required to pay to the lender each month
¢ Your monthly payment WILL INCLUDE payments into a reserve account for:

A Property Taxes A Private Mortgage Insurance

A Homeowners Insurance A Other

¢ Your monthly payment WILL NOT INCLUDE payments into a reserve account. YQU MUST PAY YOUR

PROPERTY TAXES DIRECTLY TQO THE COUNTY IN WHICH YOUR PROPERTY IS LOCATED AND YOUR
HOMEQWNERS INSURANCE DIRECT R A AGENT.

B INSUIRA

“REDUCED” OR “NO DOCUMENTATION"” LOAN: Often directly causes a loan to have a higher interest

rate, higher fees or less favorable terms.

< Your loan IS NOT a “reduced” or “no documentation” loan

¢ Your loan IS a “reduced” or “no documentation” loan and the terms of your loan ARE affected by the
reduced documentation being used to verify your income and/or your assets

ORIGINATOR FEES: The fees being charged by the company you are applying for your loan with, You will
be: charged additional fees to obtain this loan. Review your Good Faith Estimate for a complete breakdown of
all fees associated with this loan.

Origination/Broker Fee % Other $

Discount Points $ Other $

Processing Fee $ Other %
In addition to the fees shown above, a Yield Spread Premium may be paid to your mortgage broker by the
lender. This amount is not charged to vou. The amount of the Yield Spread varies based on the interest rate
selected. For your loan, the yield spread will be in the amount of $ . For additional information,

please review the MORTGAGE LOAN ORIGINATION AGREEMENT with your loan originator.

IMPORTANT NOTE: Although most loans originated by a/l sources result in the payment
of yield spread premiums, Washington State law ONLY requires disclosure of it to
consumers for transactions originated by mortgage brokers. Wa suggest you compare
our mortgage offer to other offers avallable, We are confident you will find our rates and
fees to be favorable.

Applicant Date Co-Applicant Date
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