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PCM offers Borrower Paid AND Lender Paid Comp

Brokers will have two Compensation options:

1. Lender paid price will reflect compensation built into the fee
• A pre-agreed upon percentage/bps of loan amount will be loaded into the price

• Mortgage Broker will be paid on the same schedule for all loans that are 

lender paid, in basis points

• YSP cannot be credited to compensation, but must be credited to borrower’s 

closing costs

2. Borrower paid rate sheet will look like it did pre-April 6
• Origination fees would not be subject to pre-agreed upon comp schedule

• Origination fees will be negotiated between the mortgage broker and the 

borrower and can vary from one transaction to the next

2April 6, 2011



© 2009 Pinnacle Capital Mortgage Corporation

OR-ML-4832 | CA-RMLA-4130351 | WA-520-CL-49741 |

ID-MBL-6950 | AZ-910890 | UT-7033397-MLCO | NM-03710

PCM’s Lender Paid Compensation aka LPC
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BPC vs. LPC Comparison Chart

Borrower-Paid Compensation Lender-Paid Compensation

Source of 

compensation

All Broker compensation is paid from the 

ōƻǊǊƻǿŜǊΩǎ ƻǿƴ ŦǳƴŘǎ
All Broker compensation is paid directly from PCM

Variation in 

Compensation

All compensation is negotiated between the 

Broker and the Borrower and is paid from 

.ƻǊǊƻǿŜǊΩǎ ƻǿƴ ŦǳƴŘǎΣ ǘƘŜǊŜŦƻǊŜΣ ǘƘƛǎ Ŏŀƴ ǾŀǊȅ 

from one loan to the next.

All compensation is paid to the Broker from the 

Lender, at a predetermined margin, and cannot vary 

from one loan to the next.

Premium Pricing

aŀȅ ōŜ ǳǎŜŘ ǘƻ Ǉŀȅ ǘƻǿŀǊŘ .ƻǊǊƻǿŜǊΩǎ ǘƘƛǊŘ party 

charges, but cannot be credited toward any 

ǇƻǊǘƛƻƴ ƻŦ ǘƘŜ .ǊƻƪŜǊΩǎ ŎƻƳǇŜƴǎŀǘƛƻƴ

Any premium pricing must be credited toward the 

.ƻǊǊƻǿŜǊΩǎ ǘƘƛǊŘ ǇŀǊǘȅ ŎƘŀǊƎŜǎ ƻǊ t/a ŦŜŜǎΣ ŀǎ 

Lender-Paid Compensation can never increase or 

decrease. This credit cannot exceed the total of third 

party charges and PCM fees.

Broker Credits
Broker may reduce their compensation and offer 

ŎǊŜŘƛǘǎ ǘƻǿŀǊŘ ǘƘŜ .ƻǊǊƻǿŜǊΩǎ ǘƘƛǊŘ ǇŀǊǘȅ ŎƘŀǊƎŜǎ

Broker cannot reduce their compensation. However 

when the YSP exceeds the predetermined LO comp 

ƳŀǊƎƛƴΣ ǘƘŜ ƻǾŜǊŀƎŜ ǿƛƭƭ ōŜ ŎǊŜŘƛǘŜŘ ǘƻ ōƻǊǊƻǿŜǊΩǎ 

third party charges.

Processing fees
Broker is allowed to charge processing fees to the 

borrower

Broker cannot charge processing fee.  (They can only 

receive compensation from one source.) A contract 

processor, with an ba[{Σ a[h ϧ 5w9 .ǊƻƪŜǊΩǎ  

License, may be paid as a third party shown  in box 3.

Seller 

Contribution

Seller contributions are considered borrower 

funds and therefore, can be credited toward 

Broker compensation

Seller contributions are considered borrower funds 

and therefore, cannot be credited toward Broker 

compensation, as the Broker cannot receive comp 

from both the borrower and lender
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© 2009 Pinnacle Capital Mortgage Corporation

OR-ML-4832 | CA-RMLA-4130351 | WA-520-CL-49741 |

ID-MBL-6950 | AZ-910890 | UT-7033397-MLCO | NM-03710

Good News: Whether selecting BPC or LPC, YSP will still be available for credit 

toward closing costs and pre-paids.

BPC: No Cost and Zero point will not be possible, because YSP cannot credit toward 

your compensation. 

LPC: Your comp is included in the price.  If YSP available on the day you lock does not 

exactly match your comp, there will be no “Zero Point” option available. You may need to 

offer a slight credit or cost (just above or below par).

Similarly, YSP may not exactly match closing costs for a “No Cost” loan. Since you can’t 

take overages post 4/1 and your borrower can’t receive YSP above closing costs, it will be 

difficult to effectuate a “no cost” loan to the dollar. YSP will rarely match closing costs 

perfectly.

Solutions: You can apply excess YSP toward pre-paids or possibly toward a small 

principle reduction (up to $250 with PCM).

RECOMMENDATION: Change your scripting from no cost loan to loan with credit for 

closing costs. Show your borrower their options and let them pick the rate they want in 

exchange for the corresponding credit. 

No Cost and Zero Point Loans need to be Re-Thought

5April 6, 2011
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The GFE and New Comp Rules

BPC disclosure is exactly the same as it was prior to the April 6, 2011 

implementation of the new comp rules as it relates to the GFE.

LPC will be the only area of confusion

Because your LPC lock will not match what your GFE shows

To complete the GFE shown in the next  3 slides,  the changes you will need to know  relative to this

regulation are as follows:

• Box 1 Is the total of your broker compensation and lender fees, the only change is that your 

processing fee will not be allowed to be charged here, unless you are locking on the BPC option.

• Box 2 Same as today.  It will mirror the rate sheet.  The key difference is that it will mirror ONLY the 

BPC pricing for the loan of that specific rate,  NOT the LPC pricing from the lock.

• Box A Same as Pre-April 6, 2011

• Box 3 Third Party Fees – Contract Processor fee is allowable, provided that they have an MLO 

License and a Real Estate Broker license per DRE, effective January 1, 2011.

6April 6, 2011
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Example:
Loan Amount $400,000

Lender Paid Compensation (LPC) = 200 bps, or 2.0% =  $8,000

PCM  Admin Fee $1,225

Interest Rate = 5.500%

LPC Price = (1.240)  = ($4,960)

BPC Price = (3.240) = ($12,960)

Contract Processing Fee  $800

$9,225

X $12,960.00 5.500 ($12,960.00)

-3,735

$800.00Precious Processing, Inc. $800.00

Admin Fee plus Lender Paid Comp 

makes up box 1

$1,225 plus $8,000 = $9,225

LPC Price, minus Lender Paid Comp

makes up box 2*

*This is the equivalent of the 

BPC price!

Borrower has a credit for 

closing costs of $3,735

(boxes 3 through 11 only)

This is your NMLS/DRE  

validated third party 

processing fee

Example GFE - LPC Rebate Price with Box 2 Credit

- $4,960  LPC Price as Rebate/YSP / (1.240)

- $8,000  Lender Paid Comp to broker

-$12,960  Credit

7April 6, 2011
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Example:

Loan Amount $400,000

Lender Paid Compensation (LPC) = 200 bps, or 2.0% =  $8,000

PCM Admin Fee $1225

Interest Rate = 4.625%

LPC Price = 1.750 = $7,000

BPC Price = (0.250) = ($1,000)

Contract Processing Fee  $800

$9,225

X $1,000 4.625 ($1,000.00)

8,225

$800.00Precious Processing, Inc. $800.00

Admin Fee plus Lender Paid Comp 

makes up box 1

$1,225 plus $8,000 = $9,225

LPC Price minus Lender Paid Comp

makes up box 2*

*This is the equivalent of the 

BPC price!

Borrower must bring in $8,225 

plus closing costs from boxes 

3 through 11

This is your NMLS/DRE 

validated third party 

processing fee

Example GFE - LPC Discount Price with Box 2 Credit

$7,000 LPC Price as cost / 1.750

- $8,000  Lender Paid Comp to broker

- $1,000 = Credit

8April 6, 2011
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$9,225

X $2,000 4.500

2,000.00

11,225

$10,000 LPC Price as cost / 2.500

- $8,000  Lender Paid Comp to broker

$2,000   = Cost

Example:

Loan Amount $400,000

Lender Paid Compensation (LPC) = 200 bps, or 2.0% =  $8,000

PCM Admin Fee $1225

Interest Rate = 4.500%

LPC Price = 2.500 = $10,000

BPC Price = 0.500 = $2,000

Contract Processing Fee  $800

$800.00Precious Processing, Inc. $800.00

Admin Fee plus Lender Paid Comp 

makes up box 1

$990 plus $8,000 = $8,990

LPC Price minus Lender Paid Comp

makes up box 2*

*This is the equivalent of the 

BPC price!

Borrower must bring in $11,225 

plus closing costs from boxes 

3 through 11

Example GFE - LPC Discount Price with Box 2 Cost

9April 6, 2011

This is your NMLS/DRE 

validated third party 

processing fee



© 2009 Pinnacle Capital Mortgage Corporation

OR-ML-4832 | CA-RMLA-4130351 | WA-520-CL-49741 |

ID-MBL-6950 | AZ-910890 | UT-7033397-MLCO | NM-03710

The GFE and New Comp Rules per HUD

This is the exact verbiage from HUD:

Using a Credit/Charge Calculation Prior to Completing Block 2 of the GFE 

Under RESPA, “[w]hen the net payment to the mortgage broker from the lender is positive, there is a 

credit to the borrower and it is entered as a negative amount in Block 2 of the GFE. When the net 

payment to the mortgage broker from the lender is negative, there is a charge to the borrower and it is 

entered as a positive amount in Block 2 of the GFE.”8 Note however that the FRB rules prohibit a 

loan originator (as defined by the FRB) from receiving compensation directly from the consumer when 

it has received compensation from any person other than the consumer in connection with the 

transaction.

Company Name Disclosed in Section F of the HUD-1. 

The name of the company originating the loan should be disclosed in Section F of the HUD-1. The 

name of any individual loan officer or mortgage broker is not disclosed. 

Not a Changed Circumstance. 

The FRB’s compensation rule will go into effect on April 1, 2011 and absent other factors cannot be 

considered a basis for a changed circumstance to revise the GFE pursuant to 24 C.F.R. §3500.7(f). 

10April 6, 2011
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Example:

Loan Amount $400,000

Lender Paid Compensation (LPC) = 200 bps, or 2.0% =  $8,000

PCM Admin Fee $1225

Interest Rate = 4.625%

LPC Price = 1.750 = $7,000

BPC Price = (0.250) = ($1,000)

Contract Processing Fee  $800

$9,225

X $7,000.00 4.625

$7,000.00

16,225

$800.00Precious Processing, Inc. $800.00

Admin Fee plus Lender Paid Comp 

makes up box 1

$1,225 plus $8,000 = $9,225

This field is the result of your LPC 

Price of 1.750% discount

From our example pricing, if you were to 

quote GFE per LPC Price, you can see 

how this would throw the figures off

This is your NMLS/DRE 

validated third party 

processing fee

Don’t Disclose this way!  Here’s why . . .

The slide on page 8  is a compliant 

example that follows HUDôs credit of 

Mortgage Broker Compensation , which 

produced a Box A of $8,225 instead of 

$16,225

11April 6, 2011
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$9,225

X $12,960.00 5.500 ($12,960.00)

-3,735

$800.00Precious Processing, Inc. $800.00

Initial Fees Wksht / Point LPC Rebate Price with Box 2 Credit p.1

Lender Paid Compensation

is placed here as a mortgage 

broker fee
•This is NOT PFC (prepaid finance charge)

•In this example it is NOT POC (paid 

outside closing)

$400,000  loan amount

5.5%

Broker

Lender

Please note: Lender Paid 

Compensation is shown as

Paid to BROKER, from LENDER
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$9,225

X $12,960.00 5.500 ($12,960.00)

-3,735

$800.00Precious Processing, Inc. $800.00

This is the actual LPC 

Price  shown as a credit

This is the Lender Paid 

Compensation, of 2.0% or 

200 bps

In this example, check this box to 

offset the Mortgage Broker fee from 

section 1.

This is when the Lender Paid 

Compensation is greater than the LPC 

Price, (Lender Paid Comp is ALWAYS 

considered a credit in box 2)

Contract Process Fee 

goes here

- $4,960  LPC Price as Rebate/YSP / (1.240)

- $8,000  Lender Paid Comp to broker

-$12,960  Credit

Initial Fees Wksht / Point LPC Rebate Price with Box 2 Credit p.2
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$9,225

X $12,960.00 5.500 ($12,960.00)

-3,735

$800.00Precious Processing, Inc. $800.00

Estimated closing costs include 

Lender Paid 

Compensation from section 2 of 

the Initial Fees Worksheet, 

and placed on line f of the Details 

of Transaction (page 4 of 1003).  

Lender Paid Compensation is 

credited in line L.

Initial Fees Wksht / Point LPC Rebate Price with Box 2 Credit p. 3
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Initial Fees Wksht / Point LPC Discount Price with Box 2 Credit p.1

Lender Paid Compensation

is placed here as a mortgage 

broker fee

•This is NOT PFC (prepaid finance charge)

•In this example it IS POC (paid outside 

closing) because the resulting credit of 

$1,000, is less than the charge for the lender 

compensation in box 1.

$9,225

X $1,000.00 4.625 ($1,000.00)

$8,225

$800.00Precious Processing, Inc. $800.00

$400,000  loan amount

4.625%

Broker

Lender

Please note: Lender Paid 

Compensation is shown as

Paid to BROKER, from LENDER
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This is the actual LPC Price 

shown as a cost

This is the Lender Paid 

Compensation, of 2.0% or 

200 bps

Contract Process Fee 

goes here

$9,225

X $1,000.00 4.625 ($1,000.00)

$8,225

$800.00Precious Processing, Inc. $800.00

In this example, check this box to 

offset the Mortgage Broker fee from 

section 1.

This is when the Lender Paid 

Compensation is greater than the LPC 

Price, (Lender Paid Comp is ALWAYS 

considered a credit in box 2)

$7,000 LPC Price as cost / 1.750

- $8,000  Lender Paid Comp to broker

- $1,000 = Credit

Initial Fees Wksht / Point LPC Discount Price with Box 2 Credit p.2
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$8,990.00

X $12,960.00 5.500 ($12,960.00)

-3,970.00

$800.00Precious Processing, Inc. $800.00

Estimated closing costs DO NOT 

include Lender Paid 

Compensation from section 2 of 

the Initial Fees Worksheet,  

because it is marked POC.

$9,225

X $1,000.00 4.625 ($1,000.00)

$8,225

$800.00Precious Processing, Inc. $800.00

Initial Fees Wksht / Point LPC Discount Price with Box 2 Credit p.3
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Lender Paid Compensation

is placed here as a mortgage 

broker fee

•This is NOT PFC (prepaid finance charge)

•In this example it IS POC (paid outside 

closing) if not, the borrower will be charged 

twice due to the fact that there is a cost or 

charge of $2,000 in box 2.  

$9,225

X $2,000.00 4.500 $2,000.00

$11,225

$800.00Precious Processing, Inc. $800.00

$400,000  loan amount

4.500% 

Broker

Lender

Please note: Lender Paid 

Compensation is shown as

Paid to BROKER, from LENDER

Initial Fees Wksht / Point LPC Discount Price with Box 2 Cost p.1
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This is the actual 

LPC Price 

shown as a cost

Contract Process Fee 

goes here

Check this box when the Lender Paid 

Compensation is less than the LPC 

Price, (Lender Paid Comp is ALWAYS 

considered a credit in box 2)

$9,225

X $2,000.00 4.500 $2,000.00

$11,225

$800.00Precious Processing, Inc. $800.00

$10,000 LPC Price as cost / 2.500

- $8,000  Lender Paid Comp to broker

$2,000   = Cost

Initial Fees Wksht / Point LPC Discount Price with Box 2 Cost p.2

P

Mark Discount as PFC 

so that it will be calculated

in the APR.
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Estimated closing costs DO NOT 

include Lender Paid 

Compensation from section 2 of 

the Initial Fees Worksheet,  

because it is marked POC.

$9,225

X $2,000.00 4.500 $2,000.00

$11,225

$800.00Precious Processing, Inc. $800.00

Initial Fees Wksht / Point LPC Discount Price with Box 2 Cost p.3
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PCM’s Pricing Engine for Compensation

Broker Compensation is displayed in basis points and dollar amount calculated from the loan amount (yellow highlight).

Both Borrower Paid and Lender Paid options will be displayed (red arrows) with a radio button for selection.  The Borrower 

Paid price is the same as pre-April 1 Wholesale pricing.  The Lender Paid Price is the Borrower Paid Price minus the 

Broker Compensation.  The black arrows represent the amount credited to the borrower

21April 6, 2011
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Broker Compensation will be included into the base price 

for the Lender Paid option.  Here is an example of a 

Borrower Paid Rate Sheet (post-April 1 Wholesale Rate 

Sheet).

PCM’s Pricing Engine for Compensation

In this example the Broker 

Compensation is 100 bps 

(displayed as 1.0% in the 

Image on the previous slide, 

yellow highlight).  To arrive at 

the (1.08) Lender Paid base 

price, take the (2.08) 

Borrower Paid Rate Sheet 

base price minus 1.0 Broker 

Compensation.  The 

Borrower Paid base price 

will be straight from the post-

April 1 Wholesale Rate 

Sheet

22April 6, 2011
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Brokers will also have the ability to set a minimum and maximum dollar amount they make on loans.  PCM Platinum will 

automatically adjust the Broker Compensation % to hit the Minimum or Maximum Compensation Amounts.

Minimum Compensation 

In the example below, the broker has a $1,995 Minimum Compensation Amount and a 1.0% Compensation Plan.  Pinnacle 

Platinum automatically adjusts the Compensation Dollar Amount because 1.0% of a $100,000 Loan Amount is only $1,000.  

Pinnacle Platinum changes the Compensation to 1.995% so the Compensation Dollar Amount will reach the $1,995 minimum.

PCM’s Pricing Engine Minimum/Maximum Comp

23April 6, 2011
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Minimum Compensation Continued:

In this scenario Pinnacle Platinum takes 1.995 % out of the base price.

PCM’s Pricing Engine Minimum/Maximum Comp

24April 6, 2011
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Maximum Compensation
In the example below, the broker has a $10,000 Maximum Compensation Amount and a 1.0% 

Compensation Plan.  Pinnacle Platinum automatically adjusts the Compensation Dollar Amount 

because 1.0% of a $1,250,000 Loan Amount is $12,500.  Pinnacle Platinum changes the 

Compensation to .80% so the Compensation Dollar Amount will not exceed the maximum of $10,000.

PCM’s Pricing Engine Minimum/Maximum Comp

25April 6, 2011
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Maximum Compensation Continued:

In this scenario Pinnacle Platinum only takes .80% out of the base price.

PCM’s Pricing Engine Minimum/Maximum Comp
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Pricer Example of Rate Options
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Important Dates for Comp Transition

28April 6, 2011
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Questions?

29April 6, 2011


