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FORWARD

Section 1

Shore Financial Services has built a solid reputation since its inception. We are a company of high integrity, ethics and have compassion and dedication for both our internal and external customers.

This manual is provided to ensure that every affiliate office understands our policies and procedures which allow us to maintain the highest level of quality in our mortgage business.
The departments that provide a service to you are listed here.  It is extremely important you review the site daily for all updates including your emails.  You can also search announcements by clicking News & Updates Archive in our “P” drive. 

If you have any specific questions that are not addressed here, please contact the corporate office and ask to speak with Koula Walton or a member of the Affiliate Team.   Due to our growth and expansion we felt it is necessary to provide a wide window of availability so below is our standard business hours.

8:30 AM EST to 7:00 PM EST Monday through Friday

We make every effort to assist you in a timely and professional manner.  We appreciate you becoming a Shore Financial Services Affiliate and the fact that you chose us to partner with.  We look forward to a long and prosperous relationship.

DEFINATIONS
The following words and phrases have the meanings given to them as identified below, unless otherwise noted.

Advance Fee

Any funds requested by or to be paid to a person in advance of or during the processing of a mortgage loan application, excluding those fees paid by a consumer directly to a credit agency reporting bureau, title company or real estate appraiser.
Branch or Affiliate

An office or other place of business, other than the principal place of business, where a person engages in the mortgage loan business.

Branch Manager

The individual Shore Financial Services Inc. employs to be the Branch Manager for the office in which they were hired to manage and run.  All Branch Managers must be Licensed under the NMLS system.

Clerical or support duties

Any of the following

1. The receipt, collection, distribution, and analysis of information common for the processing or underwriting of a mortgage loan.

2. Communication with a consumer to obtain the information necessary for the processing or underwriting of a mortgage loan, to the extent that the communication does not include:

Offering or negotiating mortgage loan rates or terms; or

Counseling consumers about mortgage loan rates or terms.

Loan processor or underwriter
An individual who performs clerical or support duties as an employee at the direction of and subject to the supervision and instruction of a person licensed or exempt from licensing.

Lock –in agreement

An agreement between a mortgage lender and a consumer whereby the mortgage lender guarantees, until a specified date, the availability of a specified rate of interest or specified formula by which the rate of interest and a specific number of discount points will be determined, if the mortgage loan is approved and closed by the specified date.  If a specified date is not determinable, the mortgage lender may fulfill the requirement of this definition by setting forth with specificity the method by which the duration of the lock-in period will be determined.

Mortgage lender

A person who engages in the mortgage loan business by directly or indirectly origination and closing mortgage loans with its own funds in the primary market for consideration.  A licensed mortgage lender is authorized to make first and mortgages and collect all fees associated with the completion of third party settlement services, when the mortgage lender actually pays these fees.  A mortgage lender may also require the purchase of property insurance such as homeowners or hazard insurance or require proof that the loan applicant has adequate insurance to protect the home used as security for the loan. 
Mortgage loan

A first or secondary mortgage loan, or both, as the context may require.

Mortgage loan business

The business of advertising, causing to be advertised, soliciting, negotiating or arranging in the ordinary course of business or offering to make or making mortgage loans.

Mortgage loan correspondent
A person who engages in the mortgage loan business by directly or indirectly origination and closing mortgage loans in his or her town name utilizing funds provided by a wholesale funder or other funding sources and simultaneously assigning the mortgage loans to the wholesale table funder.

Mortgage originator

An individual who takes a mortgage loan application or offers or negotiates terms of a mortgage loan for compensation or gain.

The term does not include any of the following:

An individual engages solely as a loan processor or underwriter relating to exceptions relating requirements.

Nationwide Mortgage Licensing System and Registry (NMLS)
The licensing system developed and maintained by the Conference of State Ban Supervisors and the American Association of Residential Mortgage Regulators.

Principal place of business

The primary office of a person which is staffed on a full time basis and at which the person’s books, records, accounts and documents are maintained.
Registered mortgage loan originator

An individual who complies with the following:

· Meets the definition of mortgage originator by being registered with and maintains a unique identifier through the Nationwide Mortgage Licensing System and Registry.

· An individual that solicits, provides, or accepts mortgage loan applications or assists borrowers in completing mortgage applications. 

Shore Financial Services Inc.

May also be referred to as SFSI in this manual.

All licensed staff must clearly display the mortgage originator’s unique identifier on all mortgage loan application forms and personal solicitations or advertisements, including business cards.

HUMAN RESOURCES
Section 2

Our Human Resources Department exists to assist you with matters pertaining to your employment with Shore Financial.  We strive daily to respond to your needs quickly and effectively.

Branch Managers must refer to the Manager/Supervisor Handbook and Interview Guide.
Email Policy

Shore Financial depends on the use of E-Mail to conduct business and communicate with you on a regular basis.  At the time of hire, we will forward all the necessary information to our IT Department who will crease the E-Mail account and issue each user an ID and Password.  All SFSI business communication sent by E-Mail must be sent and received using your assigned SFSI E-Mail address.  A personal internet service provider E-Mail account or any other E-Mail address must not be used for Shore Financial Services Inc. business.  All SFSI staff must use a standard E-Mail signature that includes their full name, job title, and business address and business telephone number.  
Please refer to Exhibits for our E-Mail Netiquette and E-Mail requirements for Outlook signature requirements.
Branch Staffing

Branch Managers are not permitted to hire branch staff but do assist and make recommendation to the Affiliate Director, Koula Walton during the candidate selection process.  Only our Human Resources Department will make an official offer for employment after performing the necessary background checks.  

SFSI requires that all staff within a branch be employees of SFSI and that all compensation will be reported on Form W-2.  All internal staff must be compensated with a hourly wage or salary including inside sales staff.
All bonus and commissions must be send to the attention of the Affiliate Director, Koula Walton for approval prior to processing by the Human Resource and Accounting Departments.  Please allow for a 3 day processing time.

If a worker is found in any branch office who is not an employee of SFSI, the branch will be fined $5,000.00 for the occurrence.  If there is a second occurrence, the branch will be terminated.

Licensing Requirements

No person shall engage in the mortgage loan business by SFSI as a Branch Manager or Mortgage Loan Officer without being a licensed mortgage loan originator thru the NMLS.  This shall include any individual who negotiates terms of a mortgage loan on behalf of SFSI.  Additionally, depending on state requirements, the Processor may also have to be licensed in order to perform his/her duties as a loan processor.
Workplace Labor Posters

Each workplace must complete with workplace labor poster requirements.  
SFSI will supply each branch with initial labor posters as required by state and federal law.  The Branch Manager is responsible for ensuring that the labor posters are displayed where employees congregate (I.e., break room, copy room, etc.).  Lobby posters and license binders must be displayed as directed.  In the event labor or lobby posters are required to be updated, compliant replacements will be ordered by Corporate Office and the branch operating account will be assessed any applicable fees.    

If a branch is found to be out of compliance, your branch will be placed on Probation and will receive a Probation Letter issued by the Director of Wholesale. 
Disciplinary Action

It is critically important to maintain the level of professionalism that SFSI promotes.  It is imperative that all policies and procedures are adhered too.  Unfortunately, on occasion, Branch Managers may have to address an employee with a verbal warning or written warning when an employee’s job performance or personal behavior does not coincide with our professional values, rules, policies and/or procedures.

It is mandatory that when faced with this situation, that you utilize the appropriate forms located in Exhibits in the Manager/Supervisor Handbook.  Once executed, the forms must be forwarded to our Human Resources Department.    
Please note that HUD requires direct supervision over all employees.

Employee Status and Compensation

We are required to keep accurate employment agreements and compensation histories.  When a change is made to any employee’s status or compensation, you must complete the necessary forms (see Exhibits) and forward it to the Human Resources Department.  
Promoting a Loan Officer to Branch Manager

On occasion a Branch Manager and Loan Officer agree that a Loan Officer may deserve the opportunity to open their own SFSI Affiliate Branch.  If this should arise, please contact the Director of Wholesale before proceeding.  We are very selective and may not grant this request.

ACCOUNTING

Section 3
Branch Accounting

To gain access to your account and payroll, you log into the system and click “Accounting”.  The funds from closed loans will be added to the account.  This is the area where Branch Managers can view their revenues and expenses as they are posted to the branch account. This includes payroll transactions. The commission for a Loan Officer on record will automatically be paid based on the commission you request. 

Your branch account report will operate much like a bank account, showing deposits and withdrawals.  Each transaction entered will have a description, date and amount.  A prior day’s profit and loss for the branch account can be viewed at any time.
Current Balance:      Displays the actual dollar amount in the account.

Available Balance:   Displays the amount that is actually available at any given time. This amount

                                   may differ based on any amounts in payroll ready for processing.

Credit Card:             You can deposit funds to your branch account by credit card using the credit card 


           processing screen in the VLO.  Credit card transactions are posted to your branch 
                                   account the following business day. 

Viewing Profit & Loss

This P&L can be used as a quick reference to determine your spending habits.  It will allow you to identify higher payment areas and let you adjust, if necessary, in order to save money and or cut back.  As you will notice, each line item has an account number and a category which is used to classify each transaction for reporting on your P&L.

To access click on the P&L link.
Payroll
SFSI offers a bi-weekly payroll for all Operations Staff.  Our Loan Officers are paid on the 15th of each month.

Any loan being paid a commission to the LO must have cleared our Funding Department as well as a quick review by our Post Closing Department.  Once the loan has moved through the Post Closing Department the loan is cleared for commission payment.
All Operations staff are required to punch in and out using our Attendance On Demand (AOD) system.  Branch Managers are required to approve the time cards at each payroll end date which will be provided.  See our AOD handbook for a Tutorial.  A review of hours worked by each employee should be made and any adjustments made if necessary to their time card.  Time will not be paid for any day missing a punch or punches. Failure to complete your payroll approval by the deadline may result in a penalty fee of $25.00 and could cause your payroll to be delayed to the next payroll pay cycle.
All bonus, commissions and bonus requests must be approved by our Affiliate Director, Koula Walton prior to processing.  Allow three days for review and approval.
If direct deposit is not selected, all employee payroll checks will be mailed directly to their home.  If using direct deposit pay period reports (pay stubs) are available to view and print on-line.   No checks will be mailed to the branch location, and no checks will be expressed to any location.

Please note that it is highly recommended that each employee utilize direct deposit to reduce the possibility of lost or delayed payroll checks. 

Branch Expenses & Submitting Expense Requests

It is the policy of SFSI that expenses and payments to third party vendors be paid directly by the SFSI Accounting Department.  SFSI will not reimburse a management company or any company owned by an employee, for expenses.

Submission of an expense request must be received by the first of the month in order to be paid by the fifteenth and on the fifteenth for payment at the end of the month.  A request for payment of expenses should only be submitted if the branch expense account contains enough funds to cover the requested expense payment. Appropriately documented original receipts must be attached to any Expense Request; copies of receipts will not be accepted.   

Do not submit any request unless you have the appropriate funds available to support your request.
In the event that you pay a branch expense from your personal funds, please make sure to make payment via a personal check or personal credit card so that an appropriate record may be kept.  It is a SFSI policy that we pay your vendors directly, but in cases where you are requesting a payment, write in the payable to line “Direct to Vendor” on the Expense Form.  A past due notice should not be used and is not sufficient for our records.

During this start up time please have the name of your bills/invoices updated to reflect SFSI as outlined in your Branch Manager Agreement:
 Branch Manager is not authorized to incur any expenses on behalf of Shore Financial 

 Services without proper written approval by Shore Financial.

Expenses for your branch office such as rent, phone, utilities, etc. must be paid directly from SFSI to your vendor as soon as it is possible.  This will save you time with the processing of your payments.  Payments will be made from your branch account.  Note that all utilities and rent must be in the name of Shore Financial Services Inc.
Reimbursements
Complete an expense request (see Exhibits for form) with your branch information.


Cash Payments.  Shore Financial will only pay from invoices or sales receipts.

Credit Card Payments from operating expenses.  If any items such as office supplies were purchased by a personal credit card, again we must have the invoice or sales receipt along with the corresponding charge on the credit card for reimbursement.

Personal Check payment for operating expenses.  Provide a copy of the invoice and a copy of the cancelled check from the bank to verify that payment was made by the individual requesting reimbursement.  Most online banking facilities will allow you to open the check transaction and print it for submission to us.

Online payment for operating expenses. Provide a copy of the invoice and a copy of the payment confirmation from your online account.  If you use your checking or savings account for payment we will need to have a print out of online banking to show where the transaction is question cleared the account.  If payment is made using a credit card; we will need a copy of the statement showing the name on the account, the last 4 digits of the account used and a print out of the confirmation of payment.

An expense request that is missing information needed to process the reimbursement will not be paid until the missing information is received.  You will be notified of missing information by E-mail or telephone.  
Payments Directly to Vendors
It is a SFSI policy that we pay your vendors directly, but in cases where you are requesting a payment, write in the payable to line “Direct to Vendor” on the Expense Form.  A past due notice should not be used and is not sufficient for our records.  When payments are made to your vendor, you will see the date and amount paid to that vendor in your branch account.  We do not require one expense form for each vendor that we make direct payments to.

Expenses are paid twice monthly.  If we receive the expense request by the first then we will pay it on the fifteenth and if on the fifteenth it will be paid at month end.
Mileage Reimbursements
SFSI’s Branch office  will be required to reimburse employees who use their vehicles for business related travel if this has been agreed upon at the time of hire and noted in the employee agreement.  In order to receive reimbursement, a mileage loan form (see Exhibits for form) must be completed in its entirety including the date, time, purpose and odometer reading must be submitted to the Accounting Department at SFSI.  
AUDITING

Section 4 

SFSI considers compliance to be very important and a top priory. It is extremely important that you know, understand and comply with all audit procedures. 
Potential Fraud 
On occasion fraud and/or misrepresentation may be discovered by our Quality Control Department and/or our investors.  Shore Financial has a Zero Tolerance Policy (to which you affirm at hire) and Shore Financial will not tolerate fraud under any circumstances. Upon receiving notification of an allegation of fraud or misrepresentation, Shore Financial will perform a complete audit on the file at the expense of the branch.  If fraud or misrepresentation is confirmed, the branch will be notified, given an explanation of the findings and the responsible party(s) will be terminated immediately.  Any legal fees or fines associated with the fraudulent activity will be the responsibility of said branch. We will report our findings to the appropriate state regulatory agency and HUD.  
First Five File Audits 
All new branches will have their first 5 loans audited, in addition to the standard post-closing and Quality Control review. These audits will not delay payroll as long as the file has been cleared for shipping by Post Closing Department to one of our Investors.  In conducting the review of the file, Shore Financial will re-verify income, assets, credit, appraisal value and employment. The cost for this audit will be $125.00 per file and will be charged to your branch account as stated in your employment agreement. Upon audit completion, you will receive the results; at which time you will be asked for explanations if any discrepancies are found. 
Quality Control Audits
The Quality Control Department is required to audit 10% of all closed loans, 10% of FHA denied files and all loans where the loans reach a 60 day delinquency in the first six payments.  Our Quality Control Department will perform all audits. 
It is very important to remember that all denied files and underwriting decisions must be made at the Corporate Office so that we may issue the proper Adverse Action documentation and notify your borrower. 
Once the Quality Control Department has completed the audit, your branch will be notified of any deficiencies.  If there are any problem files the responsible party must acknowledge the findings and 
cure any deficiencies within 7 working days. Failure to comply will result in a suspension of your branch accounting. 

Branch Inspections 
Shore Financial will perform an on-site, branch office inspection, quarterly.  A date and time for the inspection will be scheduled with the Branch Manager who shall be present at the time of inspection.  The purpose of the on-site inspection is to inspect and review the Branch Office’s adherence to these stated Policies & Procedures and to monitor physical and information security procedures.  A random sampling of loan files may be reviewed.  After the inspection, a copy of the report will be provided to the Branch Manager.  If deficiency(s) are discovered, the Branch Manager shall deliver to Shore Financial, the Branch Office’s plan to cure the stated deficiency(s).
State Audits 
Occasionally state auditors/examiners will appear at a branch to complete a state audit.  

In the event that a state auditor visits your branch, you must follow the steps below: 
· Ask the auditor/examiner for their identification (in some cases it may be a business card)
· Call the Corporate Office immediately and ask for the Director of Quality Control or Chief Executive Officer

· Our Director of Quality Control or Chief Executive Officer will verify the credentials of the auditor

· Upon auditor/examiner verification, the Director of Quality Control or Chief Executive Officer will speak directly to the visiting auditor/examiner to find out exactly what information will be required from us for the audit
· Do not provide any information to the visiting auditor/examiner unless specifically instructed by the Director of Quality Control or Chief Executive Officer  
Other Origination Systems Pipeline Audit (when applicable)
It is extremely important to ensure your pipeline is current and any withdrawn or denied files have the proper Adverse Action documentation uploaded into your system when not using the corporate software (where permitted).   Your branch’s pipeline will be monitored on a monthly basis.   Any loan 30 days or older that is a non working file will need to be withdrawn and have the adverse action letter uploaded.   Pipelines not in compliance will have 5 business days to take corrective action to get the pipeline compliant.   Failure to comply is not acceptable and may result in termination of our Agreement.  We will also audit the Kroll Credit Report invoices monthly against your pipeline reports.  We need to be sure all credit reports being pulled are actual files that have been registered into the system.  Any branch that has pulled credit without the loan being registered will be notified and it may result in disciplinary action. 

BRANCH DEVELOPMENT 

Section 5
Our Affiliate Development & Sales Team is your first contact with SFSI. These team members are responsible for not only introducing you to our company, but also acting as a liaison between you and the various departments. They are your “go to” persons for any assistance or support you may need. Please contact our Affiliate Account Executive when you have any initial questions or concerns. It is their job to ensure a smooth transition and incorporation into our system. They review all costs associated with the start-up and maintenance of your branch as listed below.
ACCOUNTING FEE $295.00 PER MONTH
Covers costs of check writing, payroll related maintance and expenses, creating and updating the Affiliate P & L, full time Accounting Support and all costs typically associated with an Accounting Department.
AUDIT FEE $125.00 PER LOAN
Our policy to audit the first five loans as a minimum of all new offices, loan officers, processors and underwriters.  This fee covers this corporate expense.  
ANNUAL RENEWAL $ 695.00 

Covers the costs of our Licensing Team support, renewal fees, corporation filings, Registered Agents, annual E & O Insurance premiums, annual Fidelity & Surety Bond premiums. 

BRANCH APPLICATION FEE FOR FHA $300.00

This is a fee assessed at start up and then annually thereafter, payable on January 1st.
HOLD BACK ACCOUNT $5,000.00 

Beginning 2nd month, funded at $500 per month until met. 
MONTHLY BRANCH FEE $1,500.00 PER MONTH
This fee covers the use of our website, IT Support, Marketing Support and Licensing Support.

OVERDRAFT FEE $29.00 Plus $6.00 per day account is in negative 

Only applies if the account goes in the negative; not a normal charge and should be avoided. 

PAYROLL LATE FEE $25.00 
This fee will ONLY be charged in the event payroll is not completed by the due date.
UNDERWRITING FEE $795.00 PER CLOSED LOAN, ($695.00 FHA Streamlines)

This charge is our underwriting fee along with a Flood Cert. Fee of $17.00 on each closed loan.
It is our company policy to not charge the Borrower(s) for the cost of the credit report until the loan closes.  The Branch portion of the Kroll credit report bill will be passed onto the Branch on a monthly basis and the credit report charge collected at closing will be credited to the Branch ongoing as the loans close.

It is also our policy to not charge the Borrower(s) for the cost of the Appraisal.  Should you want to forward the payment information onto Class Appraisals you may do so by using the attached payment form.  You are only authorized to use this form and any fees collected up front and discovered by the Corporate Office will be grounds for Branch termination.

COMPLIANCE
Section  6
At Shore Financial Services Inc. we have a very high standard regarding all compliance matters. Please familiarize yourself with the various policies that could effect your commissions and employment. 
Regulatory Compliance 

It is the policy of Shore Financial to fully comply with all laws and regulations at the federal, state and municipal levels.  It is mandatory for branch locations to comply with the various laws that regulate the mortgage industry including, but not limited to:  RESPA, TILA, HOEPA, MDIA, ECOA, HMDA, FACTA, and USA Patriot Act.  As a SFSI branch, you benefit from already established compliance procedures and on staff compliance and quality control professionals that are always available to assist you in the origination and closing process.  Additionally, each branch office will have access to sophisticated software products that SFSI utilizes to ensure compliance with the regulation of our industry.  However, any action to mislead or circumvent compliance procedures leading to compliance deficiencies will result in disciplinary action up to and including termination of employment.   

High Cost Loans

Shore Financial does not originate loans that exceed either the APR or fee thresholds or have certain other features that make them "high cost" loans under the federal Home Ownership and Equity Protection Act ("HOEPA") or similar applicable state laws or local ordinances.  Similarly, Shore Mortgage will not originate or purchase loans that are Higher Priced Mortgage Loans, as defined by Truth in Lending Act, Regulation Z.

Agency Restrictions

SFSI does not originate conventional loans if the total points and fees charged to the borrower are greater than 5% or $1,000.00, pursuant to the FNMA/FHLMC 5% Points and Fees tests.

Credit Report Policy 
Shore Financial mandates the use of Kroll for all credit pulls.  To begin the approval process, you must complete the Kroll Service Agreement. A physical inspection is required of all new branch accounts. Should you have any questions regarding your set-up, please contact our Affiliate Account Executive or Affiliate Director of SFSI.  
Red Flag Information Security and Identity Theft Program 
Shore Financial is committed to adherence of all “RED FLAG” and “GRAMM–LEACH –BLILEY ACT” requirements to ensure the identity protection of our borrowers. Failure to comply with 
SFSI’s Credit Policy will result in disciplinary action up to and including termination of employment. 

All employees sign a form attesting to/and acknowledgement of, having been provided, read and understanding the SFSI manual regarding “Red Flag Rules”.  Each employee agrees to implement the safe guards and abide by the policies set in place in order to protect our customer’s personal information. Each person understands failure to comply with all procedures will result in their immediate termination. 

Mandatory Use of MERS® LINK on all Loans
We as industry professionals must do everything in our power to stop this destructive trend of mortgage fraud. SFSI has instituted a MANDATORY USE OF MERS® LINK on every loan.  MERS will be run on every loan submitted to underwriting and again at closing. MERS® stands for “Mortgage Electronic Registry System”. MERS tracks changes in loan servicing and beneficial ownership rights. MERS eliminates the need to prepare and record assignments when trading residential and commercial mortgage loans. 
We use MERS because we can now input a borrower’s Social Security Number and determine instantly if they have truthfully completed the Schedule of Real Estate on their 1003. This is an effective tool that allows us an extra advantage in the due diligence process. Checking MERS at application AND prior to close will alleviate the worry the borrower is hiding an additional property.

This is a very simple process and all MERS inquiries must be pulled from the corporate office ONLY. 

These MUST be ordered at the time of Underwriting AND 24 hours prior to closing. NO EXCEPTIONS. 

Advertising Approval Process 
 Advertising in the mortgage industry continually becomes more regulated at both the federal and state levels and it is the policy of SFSI to comply with all laws and regulations that affect the advertisement of mortgage loans.  As a result, branch offices must request to use any advertisement and submit a sample to the Marketing Department who will also obtain approval by the Compliance Department as part of the process.  This includes any printed or published material, audio or visual material, website, or descriptive literature concerning a mortgage loan subject to regulation whether disseminated by direct mail, newspaper, magazine, yellow page ad, radio, television broadcast, electronic, billboard or similar display.

If you want to order any advertisement materials such as flyers, you may see the samples in our Affiliates Marketing Folder on the web site or make a specific request by emailing Affiliates Marketing.

Remember - You must have ALL advertisements APPROVED by the corporate office PRIOR to distribution. Failure to do so could result in disciplinary action up to and including termination. 
Proper use of Non-prime Loan Products and Zero Tolerance 

With the recent media scrutiny regarding the lending industry and particularly scrutiny of non-prime products, we must remind each Branch Manager and all Branch personnel that the philosophy of SFSI  has always been service to the borrowing consumer, including those consumers with blemished credit. While recognizing that non-prime products may be appropriate for some consumers, the company goal is to find the appropriate cost-effective product for each consumer depending upon his/her individual circumstances. This company has ZERO TOLERANCE for any practice that steers a consumer into a product that he/she cannot afford or to a higher cost product when other options are available. 
PRACTICES THAT WILL NOT BE TOLERATED INCLUDE AND ARE NOT LIMITED TO: 
· Loan flipping; 
· Taking an application or disclosing interest rates, costs or terms by anyone other than a licensed mortgage loan originator under NMLS.;
· Manipulating borrowers into loans they cannot afford; 

· Steering borrowers to a higher cost product; 

· Use of any fraudulent or inflated information in a loan application; 

· “Wrapping” to structure second mortgage and refinancing packages in ways 

      that adversely affects borrowers 

· Any action that would be defined as “predatory lending” under State or Federal 

      statutes or Investors guidelines. 
VIOLATION OF OUR ZERO TOLERANCE POLICY MAY RESULT IN IMMEDIATE DISMISSAL AND/OR A REPORT TO THE APPROPRIATE STATE LICENSING AND REGULATORY BOARD. 

Getting My Loan Into Compliance 
All loan officers are responsible to go several online instruction sessions regarding Compliance. This must be done before any employee may start originating loans for SFSI.  All loans that are marked out of compliance by Shore’s Underwriting Department, will be assessed a fee of $10 per day up to 45 days. This fee will be waived on all loans that are cleared within 14 days of the original review date. 
If the loan is still not in compliance on the 15th day you will be assessed a fee of $150.00 and then $10.00 dollars per day until the loan is deemed to be in compliance. If after 46 days the loan still has not been cleared for compliance – ALL LOAN COMMISSIONS will be forfeited and a $450.00 fine will be charged to the Branch Manager. 
Loans that cannot ever be put into compliance will immediately be assessed a $450.00 Fine that will be deducted from the Loan Commissions and then cleared for payroll that week. The following is a list of examples of items that cannot be fixed: 
· Loan Documents Dated and Disclosed after 3 Day RESPA rule
· Import Date is not within 3 Days of Credit Report or Application

· Not *Re-Disclosing with in 72 Hours

· Details of Transaction does not match GFE or TIL

· PAYMENTS are different on 1008, TIL, 1003, GFE – (TIL will not include T&I). 
*You will lose the difference of monies from the initial GFE vs. the HUD. These undisclosed fees will be returned to the borrower. 
FHA LOANS that have been originated by a Licensed Realtor and/or has employment with a mortgage related entity (Appraiser, Title Company, Etc.) will FORFEIT ALL COMMISSION and Branch Managers will be assessed a $450.00 Fine. 

ALL Commissions on Loans that have found to be FRAUDULENT will be forfeited regardless if it was Borrower or Loan Officer Fraud.
 Miscellaneous  

All appraisals are required to be ordered using Class Appraisals.  This can be done by going to www.ClassApprisals.com and place your order there.
All loan officers are responsible for uploading documents using our Xcelerator for all loans. 
All loan officers are responsible for signing their own documents. NO ONE IS PERMITTED TO SIGN SOMEONE ELSE’S NAME. 

FHA loans can only be originated from an AUTHORIZED Shore Financial Services office.  FHA loans cannot be originated from home offices.
Any loan officer that is employed by any other company related to the mortgage industry such as: Real Estate, Title, Appraiser, etc… cannot originate for Shore Financial. 
All loan officers are responsible for the “Recapture Fee” for all Streamline loans.  SFSI has a specific agreement with each lender concerning Recapture Fees.  All loan officers are responsible for knowing the recapture time frame before starting a Streamline loan.  
No Shore Financial Services Inc. employee is permitted to originate or process their own personal loan. If you wish to purchase or refinance your own home, the Branch Manager must present the loan scenario to the corporate home office for pre-approval to originate; and, be processed by our Underwriting Manager. 

PLEASE NOTE: SFSI will not assess any FINES on the first 5 Loans of any new branch (unless it is found that it contains FRAUD or violates the FHA/DUAL EMPLOYEE rule). We want to ensure your success and will use this time as training on Federal and State specific laws as well as SFSI’s Policy and Procedures.   SFSI could be fined up to $10,000 per violation of any Federal lending law, please take time to fully understand this compliance training tutorial so we can eliminate the costly and negative exposure caused by carelessness. 
Any fees charged for compliance problems will be charged prior to commissions being paid to the originator of record thus charging both the Loan Officer and Branch Manager for the compliance error(s).  It is not our desire to fine anyone. We want all files to be in compliance and all commissions to be paid out in full.  Our success as a company is only guaranteed by having all loans compliant. 
If you have any questions about fees that can or cannot be charged on a particular loan, please check the Compliance Fee Sheet.   

All Loan Officers are responsible for getting their withdrawn and denied files into compliance; failing to do this could hold up your payroll. 

No SFSI employee is permitted to originate or process their own personal loan. If you wish to purchase or refinance your own home, the Branch Manager must present to the corporate home office for pre-approval to originate; and, be processed by our Underwriting Manager. 

SFSI does not permit the receipt or collection of any UPFRONT fees. 

Repeat Offenders will be reviewed by the Quality Control Audit Committee and termination may be considered
Fraud Prevention Policy 

Shore Financial Services, Inc. has implemented a zero tolerance policy regarding mortgage loan fraud.  All approved brokers and Shore employees need to be aware that submission of false information, in connection with a mortgage loan application, is a Federal Crime.
Statement of Policy
The Shore Financial Services, Inc. Fraud Prevention Policy is established to promote consistent organizational behavior that reduces or eradicates fraudulent activity. 

Mortgage fraud is defined as a material misstatement, misrepresentation, purposeful action or omission, upon which a mortgage is funded or purchased. Such mortgage fraud includes, but is not limited to, false information contained in identification and employment documents, forgery, false mortgagee or mortgagor identity, and fraudulent appraisals; theft of custodial funds, non-remitted payoff funds, misrepresentations of borrower funds, and property flipping where designed to inflate falsely property value. 

It is the intent of this Fraud Policy to support the industry and law enforcement’s efforts to reduce or eradicate residential mortgage loan fraud.   Accordingly, all approved brokers and employees of SFSI shall be directly responsible for maintaining compliance with this Fraud Policy.

Although loan fraud may be perpetrated in many forms, some of the most common examples are shown below:

· Submission of inaccurate or misleading information, including false statements on loan application(s) and falsification of documents purporting to substantiate credit, employment, deposit and asset information or personal information including identity, ownership/non-ownership of the real property;

· The alteration or forgery of otherwise predominately accurate information;

· Inaccurate representations of current occupancy or intent to maintain required occupancy as agreed in the security instrument;

· Lack of due diligence or concern by broker, loan officer, interviewer or processor, including failure to obtain or divulge all information required by the application and failure to request further information as dictated by Borrower’s response to other questions. This could include the following examples: (i) simultaneous or consecutive processing of multiple owner-occupied loans from a single applicant where information differs on each application; (ii) permitting an applicant or interested third party to assist with the processing of the loan; and (iii) failure to disclose any relevant or pertinent information known to the Broker which could negatively impact the lending decision.  See attached “Red Flag Checklist” for other examples.

As stated, Shore Financial Services, Inc. maintains a zero tolerance policy regarding any instance of misrepresentation or fraud in the origination, underwriting and servicing of mortgage loans.  If it is determined that misrepresentation or fraud has been committed, the responsible party will be subject to disciplinary action up to and including termination.

LICENSING
Section 7
Licensing Department 
SFSI’s Licensing Team coordinates the licensing of all approved branch locations, Branch Managers and Loan Originators; who in turn provide financial services to the citizens of our approved lending territories. It is the Licensing Departments responsibility to ensure each location is licensed according to state law and each originator maintains a valid and legal license by verifying Continuing Education Credits in the states required. 
A license is required for any individual or branch location that transacts the “business of residential mortgage loans”.  Each state regulatory department individually determines state Licenses for Branch Locations and Loan Originators.  Each individual state has state specific guidelines regarding individual and branch licensure. 
Note that SFSI does not employ Telemarketers in their branch offices and no one may originate a loan, discuss rates or fees who is not a licensed employee thru the NMLS service.  Again, all origination staff including branch managers must be a licensed Loan Officer by NMLS in order to be employed by SFSI.

Procedures for Requesting a License 
In order to request or transfer a Loan Originator license or Branch Location license under SFSI the following procedures must be followed: 
Requirements: In order to request a Loan Originator license or Branch Location license under SFSI’s the following requirements must be met: 
· Contact the SFSI’s Licensing Department for requirements and forms by having the Branch Manager E-Mail  send an E-Mail to the *Licensing Department  
· Meet all state specific requirements 

· Submit a full and accurate application to the Licensing Department 

· Meet and provide all Annual Renewal fees and requirements pertaining to your individual license 
Expenses:  In order to request a Mortgage Loan Originator license or Branch Location license under SFSI the following expenses will be charged to your branch account: 
· Funds will be debited the day the Accounting Department processes the Licensing Department’s monthly statement 

· Annual fee will be debited each renewal/ expiring licensing date regardless of 

      your initial approval date
· Application Fee - Varies State to State 

· Annual Fee - Varies State to State 
· Renewal Fee – Varies State to State
· NMLS MLO Transition Fee (if applicable) – Varies State to State
Timelines: Timeframes for being able to establish and utilize your individual Loan Originator license or Branch Location license under SFSI will vary from state to state. 
· Fully completed applications should be submitted to the state within 24-48 

business hours from when corporate receives the application.    

· Overall approval time from submission date will vary from state to state. 
License Renewals
To be eligible to renew your Mortgage Loan Originator license or branch location license, you must have an existing license on file with SFSI. Your record must be up-to-date at time of renewal. Pursuant to your state regulators agencies Law, all SFSI employees are required to keep all information up-to-date and current with SFSI state licensing department. Any amendments or changes to your individual record must be made prior to renewal. We strongly recommend that you review your licensing profile record immediately and submit any necessary updates to allow sufficient time for our office to review the changes prior to renewal. The Licensing Department is the ONLY entity permitted to contact any of the state regulatory agencies with information regarding licensing for SFSI employees.  SFSI will be handling all renewals and coordinate renewal efforts with Loan Originators as their participation is required. 
Surrendering a License 
In order to request that an originator or branch location license under SFSI be surrendered you must: 
· Notification of license surrender must be made through our Licensing Department. 

· File the surrender request via Email, Fax or Written Notification. NO verbal surrenders will be accepted.

· The Licensing Department will notify you if any other action(s) are required on your part.
Benefits of Licensing Department 
Establishing and utilizing your individual license along with your branch location license under Shore Financial offers you the following benefits: 

· E-mail alerts to notify you of the status of Shore Financial active and pending licenses, along with your personal and branch licenses 

· E-mail alerts to notify you of upcoming license and education deadlines. 
· Information on state regulatory requirements from a single, centralized source. 

· Great efficiency and effectiveness for your licensing needs 

· Application Error Reduction
Education Provider 
Shore Financial  has formed a strategic alliance with Complete Mortgage Training School [image: image2.png]COMPLETE MORTGAGE
TRAINING SCHOOL.



and all Loan Officer training can be obtained using their services.  Complete Mortgage Training School is a continuing education and pre-licensing provider.  Any staff who utilizes Complete Mortgage Training School will receive a 25% discount on each course or cross certification purchased through their link on our web site. 
Nationwide Mortgage Licensing System 
The Nationwide Mortgage Licensing System has been designed to streamline the licensing process, improve supervision, and increase transparency in the mortgage industry. NMLS contains a single record for each mortgage lender, broker, branch and loan originator. This single record can be used to apply for, amend and renew licenses in any participating jurisdiction. 
The Licensing Department will handle all of this on your behalf.
Lease Policy 
It is the policy of Shore Financial that each branch location, occupy office space under a commercial lease agreement that is negotiated and entered into between Shore Financial as the lessee/tenant and owner of the leased premises as lessor/landlord and all rents due will be paid directly by Shore Financial to the landlord.

The lease must clearly show the property location - exact location (i.e. building, suite, floor number).  The lease must clearly show the monthly rent and include any scheduled increases. The lease must clearly show to who the monthly rent is payable: (Full Landlord Name and Address). 

Pictures must be submitted showing the entryway, any signage/marquees and office entryway if in an office suite building. All leases must be executed as indicated below:
SHORE FINANCIAL SERVICES, INC., d/b/a Shore Mortgage, a Michigan Corporation, (hereinafter known as                         "Tenant" )   should be shown on page one of the lease.
Signature  line page:

TENANT(S)
Shore Financial Services, Inc.,                                

d/b/a Shore Mortgage, 

a Michigan Corporation

By:  _______________________________

Its:  _______________________________
All rents are paid by way of a corporate check from Shore Financial and will be issued monthly upon the manager’s directive via the branch accounting form. 

All leases must be accompanied by a W-9 form. A blank W-9 will be provided to you for delivery and completion by the landlord.
If you are already occupying the proposed space, Shore Financial will require that the landlord provide a letter of good standing to show that there is no outstanding rent due. 

Changing Branch Locations 
All requests to change branch locations must be submitted in writing to the corporate home office at least 30 days prior to your move date. In order to be considered for approval, you must follow these mandatory procedures: 
· Submit a completed Branch Change Form to the Licensing Department. 

· Submit New Lease to Licensing Department for review and approval. 

· Submit Digital Photos of New Location to Licensing Department for: 

· Exterior of the building 
· Parking area 

· Restroom facilities 

· Elevators / Stairways 
To be approved to originate FHA loans (after lease execution and move-in) you must also submit digital photos of the new location for: 
· Reception / Lobby Area 

· Office Entrance (must show Shore Financial permanent signage unless otherwise approved) 
· Interior (Individual offices, Conference rooms, Desks, Computers) 

· All interior/exterior areas must be Handicap Accessible for FHA approval 

· Posted ECOA / HDMA / Labor Law Posters 

If you fail to notify SFSI’s corporate home office of your move, dispose of SFSI records in an improper manner or work under SFSI’s name from an unapproved location, we will seek all applicable administrative remedies up to and including termination. Your branch will be suspended and you will be held liable for any penalty associated with this violation. 
FHA

Section 8
SFSI’s Licensing Department develops, analyzes, and coordinates the supervision of all SFSI’s approved Branch Locations, Branch Managers, Loan Originators and Loan Processors; who in turn provide financial services for government-insured loans to the citizens of our approved lending territories. It is our duty to ensure each location is approved according to U.S. Department of Housing and Urban Development guidelines. 
TYPES OF APPROVALS 
· Branch Office Location 

· Branch Manager/Standard User 

· Loan Processor/Standard User 

Branch Location Approval Requirements 
In order to request an FHA Branch Location approval under SFSI the following requirements must be met: 
· Submit a full and Accurate application to the Affiliate Director
· Meet all Office Location requirements set forth by HUD 

· Meet all state specific requirements 

· Meet all FHA requirements set forth by Shore Financial
· Funds will be debited the day of application submission to HUD 

· Meet and Provide all Annual Renewal fees and requirements pertaining to your individual license 

Branch Manager Approval Requirements 
In order to request an FHA Branch Manager approval under SFSI the following requirements must be met: 
· Spends full time managing and directing their approved branch location. 

· Has a minimum of three years acceptable experience. 

· Is an approved Shore Financial Services Inc. Employee and is licensed under the NMLS system.
· Provide the most current and accurate professional resume, reflecting Shore Financial Services Inc. employment. 
· Provide a letter of reference, verifying you have the minimum three years of acceptable experience. 

· Provide (if applicable) FHA training that has been completed within the past 6 months. 

Loan Processor Approval Requirements 
In order to request an FHA Loan Processor approval under Shore Financial the following requirements must be met: 
· Has a minimum of two years acceptable experience. 

· Is an approved SFSI Employee. 

· Provide the most current and accurate professional resume, reflecting SFSI employment. 

· Provide a letter of reference, verifying you have the minimum two years of acceptable experience. 

· Provide (if applicable) FHA training that has been completed within the past 6 months. 

Expenses 
In order to request an FHA Branch Location approval under SFSI the following expenses will be charged to your branch account: 
Application Fee............................................................... $300.00 

Funds will be debited the day the Accounting Department processes the Licensing Department’s monthly statement.  The HUD Annual Fee of $300 will be debited each year January 1st, regardless of your initial approval date. 

Timeframe 
Timeframes for being able to establish and utilize your Branch Location Approval and Standard User ID under Shore Financial are: 
Branch Office Location...............................................................Title II ID will be provided immediately 

Standard User ID……………………………………………..…24-48 Business Hours 
Fully completed applications will be submitted to HUD within 24-48 hours of corporate receipt. No Exceptions. 
Receiving Your Standard User ID/Password 
SFSI’s FHA Connection Application Coordinator will be able to retrieve your FHA Connection User ID. Standard User ID and Password will be sent to you via the email address you provided on your FHA standard user application. 

As stated in Mortgagee Letters 97-14 and 93-13, each FHA Connection user must obtain their own user ID. User IDs are NOT to be shared. Passwords should never be shared, displayed online or divulged publicly. They should not be given to third parties in telephone conversations, placed on office message boards, or left written on telephone message notes on unattended workstations. 
Using an FHA Connection user ID assigned to another person falls under the provisions of Title 18, United States Code, section 1030. This law specifies penalties for exceeding authorized access, alteration, damage or destruction of information residing on Federal Computers. Any person who knowingly presents materially false, fictitious or fraudulent statements in a matter within the jurisdiction of the U.S. Department of Housing and Urban Development is subject to penalties, sanctions or other regulatory actions, including but not limited to: (i) fines and imprisonment under 18 U.S.C. sections 287, 1001, 1010 and 1012, which provide for fines of a maximum of $250,000 for individuals and $500,000 for organizations, or imprisonment for up to 5 years, or both; (ii) civil penalties and damages under 31 U.S.C. section 3729 of not less than $5,000 and not more than $10,000 per violation, plus 3 times the amount of damages that the government sustains; and (iii) administrative sanctions, claims and penalties by HUD pursuant to 24 C.F.R parts 24, 28 and 30. 

FHA Connection 
FHA Connection provides FHA-approved lenders and business partners with direct, secure, online access to computer systems of the U.S. Department of Housing and Urban Development (HUD). 

To access, go to http://support.shoremortgage.com/index/php? m=knowledgebase& a=viewarticle&kbarticleid=15
Neighborhood Watch 
Branch Managers agree to monitor loans originated on the “Neighborhood Watch” website: https://entp.hud.gov/sfnw/public/ for any instances of default. This monitoring should occur at minimum on the third Monday of each month (if there are five Mondays in the month, it may not update until the fourth Monday).  At times you may have to wait until Tuesday if the website is not brought back online on Monday.  Branch Manager agrees to immediately notify Shore Mortgage of any/all default activity whether shown on the site or not. Any notification of default from any source must be immediately reported to Shore Financial. 

Audits 
The branch office will be audited at minimum once per calendar year and in accordance with the current Quality Control plan adopted by Shore Financial Services Inc.  All expenses associated with the in-office audit will be deducted from the Branch Operating Account.  Branch Manager also understands they will be provided a written findings report within 30 days of audit completion.  Branch Manager will have 7 business days from receipt in which to correct any/all deficiencies noted.  If Branch Manager is incapable of correcting any deficiency within the required time frame, a fine not to exceed $1,000 per deficiency will be deducted immediately from the Branch Operating Account.  Shore Mortgage reserves the right to terminate at will the HUD approval status/Title II Lender ID number of any branch for any deficiency.  
Branch Manager further understands and agrees that a minimum of 10% of all files originated monthly will be audited. This audit will include a random sampling of files. All files in Early Payment Default (less than 6 months) will be audited. 
Overview

 First, FHA recently announced, through Mortgagee Letter 2009-28, new requirements to safeguard appraiser independence by setting forth rules regarding who is eligible to request an appraiser from an FHA Roster appraiser. The new requirements prohibit FHA-approved lenders from accepting appraisals prepared by FHA Roster appraisers who are selected, retained or compensated in any manner by a mortgage broker or any member of a lender’s staff who is compensated on a commission basis tied to the successful completion of a loan. 
Second, FHA announced, through Mortgagee Letter 2009-29, a new rule that addresses the portability of appraisals for the purpose of facilitating the loan process when a borrower switches from one Federal Housing Administration (FHA) approved lender (first lender) to another (second lender) and an appraisal was ordered by and completed for the first lender. 
Third, FHA announced, through Mortgagee Letter 2009-30, that effective for all case numbers assigned on or after February 15, 2010, the validity period for all appraisals on existing and proposed and under construction properties will be 120 days. This change aligns FHA's requirements pertaining to the validity of an appraisal with current industry practices. This is a change from the current validity periods of six months for an appraisal of an existing property that is complete, and 12 months for proposed and under construction properties.
Finally, FHA announced, through Mortgagee Letter 2009-51, that Federal Housing Administration (FHA) is adopting the use of the Appraisal Update and/or Completion Report, Fannie Mae Form 1004D/Freddie Mac Form 442/March 2005.

Effective Date

Effective for all FHA Case Numbers assigned on or after February 15, 2010.

Rule Implementation
Mortgagee Letter 2009-28. In order to ensure appraiser independence and compliance with Mortgagee Letter 2009-28, Shore Financial will order all appraisals through a third party, appraisal management company, CLASS Appraisals, Inc. (CLASS).  CLASS will manage the assignment and compensation of appraisers in compliance with the new rules. 

Upon completion, CLASS will post the completed appraisal report on the website for access by Shore Mortgage. Shore Financial requires that a copy of the appraisal report be delivered to the borrower, within three (3) business days of receipt. 
Mortgagee Letter 2009-29. In cases where a borrower has switched lenders, the first lender must, at the borrower's request, transfer the case to the second lender. FHA does not require that the client name on the appraisal be changed when it is transferred to another lender. 
In accordance with the Uniform Standards of Professional Appraisal Practice (USPAP), the lender is not permitted to request that the appraiser change the name of the client within the appraisal report unless it is a new appraisal assignment. Shore Financial will accept the appraisal report in the name of the original Direct Endorsed Lender with a letter of assignment and a desk review completed by CLASS. 
Mortgagee Letter 2009-51. This is a dual-purpose form that includes two sections. Part A, Summary Appraisal Update Report and Part B, Certification of Completion. Only one section of the form is completed depending on the use. 
Part A, Summary Appraisal Update Report, provides for updates of existing appraisals when the appraiser concurs with the original appraisal report and updates the appraisal by incorporating the original appraisal report. Part B, Certification of Completion, provides for compliance repair and completion inspections for existing and new construction dwellings.
When to Use the Appraisal Update and/or Completion Report: 
Part A/Summary Appraisal Update Report

1.  To extend the validity period of an existing appraisal that is due to expire and when lender does not want to order a new appraisal report.

2. To extend the validity period of an existing appraisal for new construction that is incomplete.

Part B/Completion Report

1. To report the completion of a repair and/or the satisfaction of requirements and conditions noted in the original appraisal report referenced in the header of the Summary Appraisal Update and/or Completion Report.
When the Appraisal Update and/or Completion Report May Not be Used:

Part A/ Summary Appraisal Update Report

1. The property has declined in value.

2. The building improvements that contribute value to the property cannot be observed from the street or a public way.

3. The exterior inspection of the property reveals deficiencies or other significant changes that did not exist as of the effective date of the appraisal report being updated.

Part B/Completion Report

1. The Completion Report may not be used in lieu of form HUD-92051.  Compliance Inspection Report, for new construction and manufactured housing.

PROCESSING 
Section 9
The corporate processing department has been established to assist branch managers and loan originators with obtaining documentation required to complete the loan application process. Branch processors will have similar assistant duties in the branch offices. Only FHA certified processors are allowed to process FHA insured mortgage loans. Processor shall not directly or indirectly negotiate, place, assist in placement, find or offer to negotiate, place assist in placement or find mortgage loans on real property for others unless properly licensed. 
Procedure for Submitting Files to Corporate Processing
· Originate the loan in our VLO system or upload all documentation for the file using Xcelerator. 

· Once the file is uploaded, email the processor that you wish to process your file the following information: Your name, your branch location, the borrower’s name, lender for the file, the appraiser, the title company, and any special notes. 

Tips for Faster Corporate Processing
For compliance, the date that dictates the file is the start date in our system or the CREDIT whichever is FIRST. The Loan Officer MUST sign and date all RESPA documents within 3 days of the file start date and must provide these documents to the borrower within this same time period. 

When the loan officer locks a loan, he/she must send processing a copy of the rate sheet and a copy of the lock for compliance. 

Common Mistakes made by loan officers: 

a. Forgetting to have the borrower sign and date their names on ALL areas on the HUD addendum for FHA loans. 

b. Making sure the 4506T is filled out completely. To populate the date correct on the 4506T, go to Forms then hit the Request for Transcript of Tax, then choose Tax Form is for Borrower or Both, then hit Copy from the Borrower Summary. 

c. If you change anything on the GFE after printing the RESPA loan package, you must reprint the full 1003, the transmittal summary, the GFE and the TIL, to ensure all documents match. 

d. You must get a copy of the driver’s license and the social security card for all borrowers. 

Procedure to Obtain FHA Certification 
To obtain FHA certification, processors must have the following experience and skills: 
Have three years processing experience as verified by resume and by passing Shore Mortgage certification 

Pass a FHA lender training course on our website.
Furthermore, all processors must demonstrate a good working knowledge of processing conventional and government workflows. 

*Please note that the authorization to process FHA loans will be granted solely at the discretion of SFSI.

Evidence of Certification - Each processor who is certified to process FHA loans will be assigned an FHA Connection ID with appropriate authority to complete the processing tasks assigned. FHA Connection IDs are not to be shared with anyone else. Per HUD regulations, sharing is a violation which is punishable by fines and jail time in addition to loss of privileges. 
Requirement of FHA Processor 
FHA Processors are to complete all tasks needed to submit a complete loan package to underwriting, including but not limited to: 
· Processor shall not directly or indirectly negotiate, place, assist in placement, find or offer to negotiate, place assist in placement or find mortgage loans on real property for others unless properly licensed.

· Immediately report any discrepancies and/or instances of misrepresentation or fraud to the Director of Quality Control at the corporate office.
· Verify address of subject property through http://zip4.usps.com/zip4/welcome.jsp -- do not input zip code as it will be returned with verified address. 

· Obtain FHA Case Number, CAIVRs, SS Verification, GSA and LPD clearance through FHA Connections. 
· Order the title policy and the appraisal for the loan.

· Log the appraisal into FHA Connections once received. 

· Insure that all FHA required forms are fully completed and signed by borrower prior to submission to underwriting. 

· Insure that all FHA required fields are completed in Destiny. This should be a double check of what the Branch Manager input when the application was taken. 

· Once a file has been conditionally approved processing will work with originator to obtain and submit the required documentation to meet the conditions of the loan. 
VENDOR APPROVAL
Section 10 
Approved Vendors Policy and Procedure 
Prior to originating your first loan for SFSI, you must visit our Back Office section and familiarize yourself with the Vendors we no longer use.  SFSI makes it MANDATORY that you not use these Vendors. 
TITLE COMPANIES as listed in the P: Drive on our system.
All Appraisals must be ordered using Class Appraisals.
Please note that this policy does not apply to a title company on a purchase transaction when the choice of the title company is decided by the listing real estate agent.
Shore Mortgage will not release payroll on any loan where a non-approved vendor was used.

If a loan closes with a Non Approved Vendor, the following occurs:

· A written warning will be send to the Branch Manager.

· Payroll will be held until the vendor can become approved or the loan can be funded 
      by our Investor.

· The branch will be charged a penalty fee of $500.00 for being out of compliance on a loan by using a Non Approved Vendor

SECONDARY MARKETING DEPARTMENT
Section 11
Our Secondary Marketing Department manages the loans that are originated by all channels of the company and sells them to the secondary market.  All loans we close must be eligible for sale immediately upon closing.  This department is responsible for publishing our interest rates on a daily basis and re-prices through out the day should the market make a significant move that resulted in our need to re-price.
Minimum Closing Requirement
Each branch is expected to have loan applications taken in a given month in the 50 to 75 unit range with a closing minimum of 30 closings.
In a typical day, you should expect to receive your interest rate sheet between 10:00 – 11:00 AM EST.
Rate Lock Window
· Rate locks are accepted between the hours of 10:00 AM and 4:45 PM.

· After 4:45 PM all rates will be based on the next day’s pricing.

· Locks, extensions and relocks are only accepted through the website.

· Rate locks must be valid through disbursement date on purchases and refinances.

· Locks which expire on a non-business day are good through the following business day.

Rate Lock Extensions
· A one-time 7-, 15-, or 30-day extension may be granted on or before the expiration date.  All loans locked with Shore Mortgage must close and fund within the original lock period unless extended on or before the last day.
· All locked loans that must be extended will be subject to the following extension fees:
· 7 days
            cost .25

· 15 days
cost .375

· 30 days
cost .625

Relocks

· Relocks occur after the existing rate lock time frame expires.  The new pricing is based off of the worse case scenario.
· Once a rate lock expiration has gone beyond 60 days, the then current pricing applies.
· Re-draw fees are charged at a cost of $200.00.  

· Re-draw fees will be charged every time a package is done for one day and then doesn’t close that day.
Rate Lock Fallout Percentages
The thresholds listed below will be monitored by the Secondary Marketing Department and fallout percentages will be sent to each Branch Manager by the 1st of each month.  Your fallout percentage will dictate when you are allowed to lock a loan.
Fallout 5% and below will result in the ability to lock a loan once it is registered with Shore Mortgage.

Fallout between 6% - 15% will require a conditional approval from the Shore Mortgage Underwriting Department before the loan can be locked.

Fallout greater than 15% will require a clear to close from the Shore Mortgage Underwriting Department before the loan can be locked.

The monthly fallout percentages are based off of the volume and not per unit.

UNDERWRITING

Section 12
There are typically eight steps to the Mortgage Cycle.  Origination, Processing, Underwriting, Closing, Warehousing, Delivery, Secondary Market and Servicing.

In the Underwriting Department is where the rubber meets the road, so to speak.  The Underwriting Department is responsible for making the decision to lend the money.  The Underwriter must review the loan, evaluate the information contained, ensure the loan meets the company as well as Investors Guidelines and is of investment quality, in other words, a good credit risk.
At Shore Financial, this is done with the assistance of Fannie Mae’s Desktop Underwriter. In addition to these findings the underwriters evaluation process will look at three critical areas of risk; credit, capacity and collateral.


Credit – the borrower’s willingness to repay the loan in accordance to the loan terms based on 

               their prior use of credit.


Capacity – the borrower’s ability to repay based on the amount and stability of income and 
 
                    availability of reserves.


Collateral – the property’s value and marketability to provide adequate security for the loan 
  
                     based on an appraisal.

Once all of this information has been underwritten, the underwriter will issue an approval letter or denial letter that will be emailed directly to you.

Submission

All loans will be reviewed in the order received.  Loans which are not complete submissions may be suspended.

All loans submissions will generally be reviewed within 48 hours of submission.

The loan submission clock begins on any loans received by 3:00 PM EST daily.  Any loans received after this time will be considered a part of the next day’s submissions.

If you are using the VLO/Destiny system you notify the Underwriter that you file is ready for underwriting by going into the Status Change button in Destiny and changing status to Underwriting.

If you are uploading to Xcelerator it is not necessary to doing anything after upload.  We are automatically notified that a file is waiting 

Loan Conditions
All loan conditions are defined as documentation needed to clear a conditionally approved loan or remove a loan from Suspense status.  All conditions or other material documentation should be submitted 
Please note that upon submission we will automatically pull a MERS report as well as their 4506T findings.

All loans that are cleared to close will have a verbal employment verification performed before the loan can be moved to a cleared to close status.

All loans that do not close and fund within three days of being cleared to close will have another verbal verification on employment performed prior to the release of a Funding Number by our Funding Specialists.

If using VLO/Destiny to submit files go into the Blitz doc section of Destiny and change the queue to New Conditions.  That will notify the underwriting department that conditions are waiting.

If using Xcelerator upload and attach conditions.  That will automatically notify us that conditions are waiting.  

Procedure

· All loan submissions must be uploaded using Xcelerator in our system.

· The loan should already be registered in our system by being originated and process via our VLO and Destiny systems.

· Once the loan is uploaded, our Set Up Department will perform their checks and assign the loan to your Sr. Underwriter for underwriting.

· The submission time begins with the time the loan was delivered to us as long as this occurred before 3:00 PM EST for that days work.

Resubmissions
It is our policy that all resubmissions are reviewed by a member of Underwriting Management Team.  File must include an explanation letter from LO/Processor regarding what is different from the original submission and new documentation to support overturning denial.  Resubmissions are underwritten within 5 business days of receipt of the new documentation.
Guidelines

It is our policy to not only run every loan thru Fannie Mae’s Desktop Underwriter but to also validate the information entered, underwrite to not only our Investors Guidelines but all consider our own Internal Guidelines as well.

You may consult our own Internal Guidelines by going to the P: Drive and clicking on the Underwriting Guidelines.
CLOSING DEPARTMENT

Section 13
The SFSI’s Closing Department is responsible for preparing and issuing the closing documents to the title company.  The Closers work very closely with the title company as well as the Account Dept. for funding.  All loans will close in the name of Shore Financial Services Inc. unless otherwise noted due to state specific laws

All third party fees must being charged at closing must be supported at closing  by an invoice including credit reports and appraisals.
Procedures
In order for a loan to move to the Closing Department it must be “Cleared To Close” by Underwriting.  However, prior to the loan becoming “Cleared To Close” you may schedule the closing and order your closing documents using our “Fly Docs” system.
The Closing Department will prepare the closing documents once the loan has been issued a “Clear To Close”, the loan has been locked and the documents have been ordered thru “Fly Docs”.  The time line for closings is as follows:

For the Eastern Standard Time Zone the loan must be “Cleared To Close” and in the closing department by 5:00 the day before the closing is scheduled at minimum.  The closing cannot take place any sooner than 24 hours from the time the loan became “Cleared To Close”.  


Example -  Loan was “Cleared To Close” at 10:00 am on Tuesday, the closing can take place 



        any time after 10:00 am Wednesday.



        Loan was “Cleared To Close” at 5:00 pm on Tuesday, the closing can take place 

                                anytime after 5:00 pm on Wednesday.  However, the HUD must be finalized no



        later than 3 hours before the closing takes place.  

For any time zone from Central to Pacific Zones, the loan must be “Cleared To Close” and in the closing department by 7:00 pm the day before the closing is scheduled at minimum.  The closing cannot take place any sooner than 24 hours from the time the loan became “Cleared To Close”.
Note, that our closing process is somewhat unique in that we only send the title company the Title prep package, which includes HUD, Addendum to HUD, Mortgage, Wire breakdown, Closing Instructions, Riders if applicable, Tax Information Sheet, and New Loan Payment Form.  
After the entire HUD is finalized, the Closer will run Interthinx PredProtect to check for High Cost, this will run all State/Loan required tests: Which include FNMA, State Law, HOEPA, Section 32, Section 35, and APR.  After these final checks have been completed we will release the entire closing package to the title company. 
NOTE: At this time no fee changes will be allowed.

Upon the final closing, the title company must forward us via email the required Funding Documents. These standard Funding docs include:( if applicable) executed Mortgage, Truth-in-Lending, Note, HUD-1, Final 1003, Right to Cancel, Alta 9, Dower documents, Certificate of Occupancy, Legible ID, 4506T, Tax Certification, Name Affidavit , and all “At Closing” conditions.

Homeowner’s and/or Flood Insurance 
Mortgagee Clause:
Shore Financial Services Inc., ISAOA



770 S. Adams




Birmingham, MI  48009

Funding
To insure that the TIL is accurate and that all of our closing instructions have been followed all closings must be cleared by a Funding Specialist. The Funding Specialist will review these items and if all is acceptable, a Funding Number will be released, authorizing the title company to disburse on the loan.  Until the Funding Number is released the title company cannot disburse on the loan.  

Once the Funding Number has been given, the Funding Specialist will place the number in the Comments Screen on our system in case you need to refer to it or want to know if the number has been provided.

Our funds will always be at the closing table on the day of closing for a purchase and on the day of disbursement for refinance transactions.
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