
CONNECTICUT     MAINE     MASSACHUSETTS     NEW HAMPSHIRE     RHODE ISLAND     VERMONT

PROGRAM GUIDE PRESENTED BY:

www.massmba.com

2B SubPrime Market

3B Non-Traditional Guidance

CF Suitability

RF Reverse Mortgages

C Ability to Repay

SS Fannie Mae / Freddie Mac

1B Secondary Market Guidelines

DH Licensing

LF Mortgage Bankers Association

P Barney Frank (D-MA)

Pos. Name

1 2 3 4 5 6 7 8 9 10 11
Your Starting Lineup in Industry Change

I N S I D E :I N S I D E :

EXHIBITOR & CONFERENCE 
BROCHURE

2 7



Over the years,

we’ve learned 

a few things

about the mortgage

industry that we’re 

confident can grow your

business. For example, we

know that the best way to

increase loan 

volume is to focus on

originating, instead of pro-

cessing. We can show you how.

At Lendia, we provide real solutions to the

business challenges you face every day.

Managing your own back-office staff is costly

and time consuming. Replace your processing

support with ours and suddenly you’re free 

to focus on selling and with it, increase 

profitability. Supplying the

resources to increase your

loan volume is just one

way in which Lendia can

improve your

bottom line.

Call today and learn 

how our Comprehensive

Outsource Solutions (COS)

allow you to focus on

profits instead of process. 

To learn more contact Sarah Maxfield toll

free at 877-227-3337 or visit 

www.lendia.com

Lesson #2:
Focus on profits,

instead of process.

L e s s o n s  i n  L e n d i n g

w w w . l e n d i a . c o m
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Welcome to your 15th edition of
the Mortgage Record, the offi-
cial magazine of the
Massachusetts Mortgage

Bankers Association and the de facto
“kick-off” for the 20th Annual NEMBC.

I cannot even begin to get my arms
around the dramatic changes that have
happened in our industry within the past
several months. It is somewhat analogous
to the fall of communism in the early
1990s where it seemed every day brought
images of dramatic change that took gen-
erations to build. I certainly am not dra-
conian (or shallow) enough to equate the
changes in the subprime mortgage market
to that of the fall of communism, but the
speed with which the wave of change has
appeared, seemingly out of a coincidental
presentation of events, is interesting.

The modern-day subprime mortgage
market was the result of innovative yet
“high stakes” political decisions by former
President Bill Clinton and former HUD
Secretary Henry Cisneros to push home-
ownership to record levels. (Remember
the “Rajun Cajun” slogan of “It’s the
Economy Stupid”?) HUD instructed the
GSEs, Fannie and Freddie, to employ
strategies to fund more loans by providing
more credit primarily to credit-blemished
borrowers. Wall Street was energized by
the seemingly magical wand of the super-
human Fed Chairman, Alan Greenspan,
who spun unprecedented gains through
economic wizardry. More money. More
credit. More homes. More wealth.

So what happened?
This is too difficult a question to reduce

to a simple answer but please allow me to
try. The real estate market cooled. There
were limited new borrowers left following

unprecedented productive years. And
mortgage professionals were left to fight
for every loan. Companies overextended
themselves to fill their pipelines and Wall
Street declined the responsibility for
under-performance. Crash!

As complex as the policy was to drive
increases to homeownership, it is equally
complex to distribute blame for its failing.
Mortgage brokers steered borrowers to
loans that they could not afford because
they needed the volume to support busi-
nesses or lifestyles. Appraisers inflated
their objectivity under lender pressure or
to drive real estate prices.  Lenders
relaxed underwriting standards and failed
to live up to the “Hippocratic oath” of
mortgage lending – the consumer’s ability
to repay. Real estate agents were the clas-
sic enablers, driving up prices because
mortgage rates were at historic lows. Wall
Street bought securities regardless of
underwriting standards because they
were high-performing. The government
(GSEs, the Fed and other regulators)
were driving record levels of homeowner-

ship. And the political third rail of the
blame game is the consumers, many of
whom wanted the loan amount to feed
lifestyle and housing wants, disregarding
prudence in favor of the bigger and better.

Your Massachusetts Mortgage Bankers
Association has been on the proactive
forefront of the fallout. We have warned
consumers of its peril through a major
media campaign. We have participated
with regulators in proposing greater barri-
ers to entry (including a financial stake)
to the residential mortgage market. We
have supported the licensing, appropriate
preparation, education and testing
requirements for residential mortgage
loan officers. We have called for a summit
of the top foreclosers in the state in order
to negotiate cram-downs and structure a
refinancing program. We have called on
our state agency, MassHousing, to partner
in efforts to provide access to refinance
programs for distressed borrowers. We
have partnered with community organiza-
tions in support of homebuying counsel-
ing and financial literacy. And we have
considered possible community lending
programs in order to provide the appro-
priate types of loans to the appropriate
consumers.

The “Perfect Storm” analogy is disin-
genuous to the good fisherman from the
great city of Gloucester. But, the com-
plexities of the modern-day residential
mortgage market have been a product of
a tremendous convergence of systems
and events. We have much to improve,
but the biggest disservice within our
industry will be a retraction that would
not allow the good fisherman access to
the appropriate credit to live his
American dream. ◆

KEVIN CUFF, MPA
Executive Director, MMBA

Your Association and the
Subprime Blame Game
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My first few months as chair of the
association have been extremely
rewarding and challenging. It is
an honor for me personally and a

tremendous responsibility. Although rates
have risen slightly and there have been
some changes to the industry through
consolidation and downsizing, coupled
with a cooling in the real estate market,
there is still quite a bit to be optimistic
about. We are still looking at a near-
record low interest rate environment and
a developing marketplace with many
interesting and optimistic opportunities.
However, with change and uncertainty
comes opportunity.

I am looking forward, once again, to
spending a terrific week in Providence
enjoying all that our businesses have to
offer. As an industry, we have enjoyed
tremendous growth and success.
However, with that has come some dis-
concerting developments. If left
unchecked, developments can become
pervasive in our industry. Unfair and dis-
criminatory business and lending prac-
tices, fraud, lender office closures, sanc-
tions and compliance issues are occurring
with some disturbing regularity. These
problems are not new, unique or insur-
mountable. We will survive, we will pros-
per and we will be stronger and wiser
because of them. Industry-wide efforts by
government sponsored enterprises and
lenders to promote housing opportunities
for the underserved and unbanked have
exposed ethical breaches in the lending
system. In turn, this has led to additional
and warranted scrutiny by the regulators,
a development which has presented them
with fiscal and human resource chal-
lenges. Assuredly, MMBA welcomes this
scrutiny and endorses and supports it.

As an association, and in response to
these events, we have revamped our mis-
sion statement and bylaws with an
emphasis on business ethics and stan-
dards of practice. We have expanded our
educational offerings and created and
successfully launched the MMBA
Learning Center in Burlington. In addi-
tion, we have participated in a Fair
Lending Task Force.

Internally, we have exhaustively sought
to respond to issues facing the consumer.
Recently, we commissioned two commit-
tees – Compliance and Foreclosure
Prevention – to study these areas of con-
cern and report back to the full board
with their recommendations. Through the
mutual efforts of Commissioner of Banks
Steven Antonakes and our executive
director, we have engaged in open and
ongoing dialogue to discuss possible
strategies to protect the consumer from
unscrupulous business practices and
deceitful lenders. Currently, we are in the
midst of designing a certification program
for lenders, to include an emphasis on
business ethics and behavior. As an asso-
ciation and an industry, we must be ever-
vigilant for wrongdoing and respond
accordingly, we must police ourselves
and we must be advocates of the highest
ethical standards in business practice. 

If we are to be committed to being the
moral compass for the industry, we can
do more, and we must! Additional con-
sumer outreach initiatives – in concert
with nonprofits – in the form of free sem-
inars and media campaigns, will be creat-
ed and funded to educate the consumer.
In tandem with these efforts, MMBA
established The MMB Foundation with a
$75,000 initial contribution. Subsequent
contributions bring the total to an esti-

mated $150,000 to support not-for-profit
housing efforts, which funded 17 different
grants in 2006 and 2007. 

For our membership, educational pro-
gram offerings on fair lending, ethics and
related topics need to be available at a
reduced or minimal cost to encourage
greater member participation. More
specifically, we need to provide our mem-
bership a value-added proposition, com-
plete with updated Web site, protocols,
suggested policies to address fair lending
and best practices issues.

From the consumer’s perspective, we
need to balance access to capital with
products and affordability and in doing
so, remain steadfast in support of the
ideals upon which this association was
founded. I have been involved in the asso-
ciation since 1985 and I have the highest
regard for the people I have encountered

and befriended. I encourage you to look
around during the NEMBC. Some of the
players are different, perhaps vastly so,
but I remain convinced that the virtuous
nature inbred in the spirit of our past
members is alive and prospering in each
one of you. As an associaion, we will con-
tinue to strive to be as diverse a represen-
tative body as the consumers we serve. It
is only through this diversity that we can
appreciate what is in the best interests of
the people we serve, the consumer and
our membership. 

Essentially, we have two paths from
which to choose. We can embrace the
changing business and regulatory climate
and build on our tradition of integrity or
we can choose to conduct business as
usual. I trust you to make the right choice
and I look forward to working with you in
the implementation of this decision. ◆

Changing Times
Name, Title and Occupation:
Robert F. Lavelle, chair of Massachusetts
Mortgage Bankers Association; senior vice
president of Middlesex Savings Bank; banker
for the credit administration.

Favorite book you read recently:
“Trinity” is my all time favorite, but not
something I read recently.

Favorite movie you saw recently:
Don’t go to movies often, but enjoyed 
“The Greatest Game Ever Played.”

First job: Lifeguard (first fulltime position).

If you were not a mortgage banker, 
what would you do: Oceanographer.

What is your favorite NEMBC memory:
I have many.

What would you change to improve the 
mortgage industry: Our executive director.

ROBERT F. LAVELLE

This is the 20th year for the New
England Mortgage Banking
Conference. Accolades must be
given to all of the committee

members, whose tireless efforts bring us
the best conference in the region. The
conference offers the best of all possibil-
ities and opportunities to its partici-
pants. Planned social events allow us
personal interaction with our peers and
partners – both old and new. There will
be numerous educational functions as

well to offer the newest innovations in
product development and in technology.
The Marketplace Exhibitors are a must-
see. Sponsors and exhibitors not only
offer their newest products, but also
make the scope of the conference possi-
ble.

As a mortgage professional for the past
20-plus years, I cannot think of a better
way to improve my grasp of the industry,
while having some fun at the same time.
Welcome and enjoy the conference. ◆

Welcome to NEMBC Name, Title and Occupation: 
Melinda Boehm, president of Mortgage
Bankers Association of Maine; mortgage under-
writer for First Horizon Home Loans Corp.

Favorite book you read recently: 
“The Da Vinci Code.”

Favorite TV shows: “CSI Miami,” “NCIS.”

First job: In retail, as a kitchen supplier and
home brewmaster.

Favorite music group: 
Depends on my mood. Lately, Diamond Rio.

If you were not a mortgage banker, what would
you do: Join a nonprofit group and work with
the elderly. 

What is your favorite NEMBC memory: 
I am still developing them.

What would you change to improve the 
mortgage industry: Synchronize regulation so
bankers, supervised lenders and mortgage 
brokers would follow the same rules.

MELINDA BOEHM
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As the nation’s leading home equity lender, Chase continues

to add more ways for you to better serve your borrowers.

For example, we’ve added three new payment options

to our already flexible Chase Fixed-Rate LockSM Option feature.

In addition to a standard fixed-rate P&I payment, borrowers

can now select interest only, 1% of the locked balance,

or a 360-month amortization payment. And each new

payment option is available for lock terms of 3, 5 or

7 years. The Fixed-Rate LockSM Option already gives

your customers the peace of mind of a fi xed-rate

loan with the flexibility of a line of credit. Now they

can choose a payment that works better for them.

Build your home equity business with innovative

features available only from Chase. Contact your

Chase Home Equity Account Executive or visit

www.chaseb2b.com/fi xedratelockoption.do for an

interactive demo.

The Chase Fixed-Rate Lock SM Option.
Now with new payment choices, you can offer your Home Equity borrowers even greater lending fl exibility.
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Welcome to the 20th New
England Mortgage Banking
Conference preliminary pro-
gram guide. It is the fifth time

that the conference is being hosted in
Providence, R.I., and the planning com-
mittee has done another excellent job.

We have seen a great deal of changes
this year with lenders consolidating, cut-
ting back and many just going out of busi-
ness. We have seen many brokers closing
their doors and regulators concerned
with the subprime industry. On the state
and national level, there are moves to reg-
ister and train our loan officers. It is more
important than ever that we as mortgage
bankers support and are active in our
state mortgage bankers associations.

The Connecticut Mortgage Bankers
Association has been serving its members
for over 30 years by providing leadership,
direction, education and support. Our
strategy is to be a resource to the mort-
gage industry and our members. Quality
seminars are offered on timely topics and
a loan officer’s university is conducted

semi-annually for new and experienced
loan officers alike.

We remain an advocate in the state leg-
islative process by protecting our inter-
ests every time new legislation is intro-
duced. Our association lobbyist, and the
legislative committee, meet constantly
with our state legislators and the banking
department to help form and pass legisla-
tion that will protect and improve our
mortgage industry.

The seminars, social events and legisla-
tive activities would never be as success-
ful as they are if we did not have a strong
core of active members and committees.
We could always use more help, and
everyone is welcome and encouraged to
join one of our committees or start a new
one. Please check our Web site at
www.cmba.org for more information on
the CMBA.

A big thank you to our Executive
Director Barbara Goodrich and her hard-
working staff for helping to make the
Connecticut Mortgage Bankers
Association the success it is today. ◆

Striving to Serve You
Name, Title and Occupation: 
Tom Egan, president of Connecticut Mortgage
Bankers Association; area sales manager for
Indymac Bank.

Favorite book you read recently: 
Frank McCourt’s “Angela’s Ashes.”

Favorite movie you saw recently:
“The Departed.”

First job: Caddie.

If you were not a mortgage banker, what would
you do: Run my own business doing some-
thing fun.

What is your favorite NEMBC memory:
A round of 83 at the Newport Country Club.

What would you change to improve the mort-
gage industry: Make Kevin Cuff 
president of the national Mortgage Bankers
Association.

TOM EGAN

While the mortgage industry as a
whole appears to be going
through “an adjustment peri-
od,” it is my pleasure to report

that the Rhode Island Mortgage Bankers
Association (RIMBA), as a trade group,
remains alive, exciting and vibrant. As an
organization, we have just completed an
extremely busy and successful 2006, and
believe 2007 will be no different! As
always, RIMBA remains focused not only
on its members, but also the consumer,
by working to promote the mortgage
banking industry’s service to the commu-
nity.

One of our primary goals at RIMBA
involves the monitoring of all legislation
that may have an impact on our industry.
Our legislative committee reviews hun-
dreds of pieces of legislation on an annu-
al basis. Here our focus is aimed at assist-
ing those in the mortgage industry, while
at the same time protecting consumers
against what we believe may be harmful
legislation.

Last year, our legislative team worked
tirelessly to keep our membership
informed of all pending and new legisla-
tion. The Rhode Island Home Loan
Protection Act, which is Rhode Island’s
very own Predatory Lending Bill, heavily
weighted the agenda at that time. In 2007,

our legislative team’s focus remains the
same; to keep our membership informed
on all pending and new legislation, what-
ever that may encompass.

Going forward, our livelihood in the
mortgage industry depends upon the abil-
ity to find and secure mortgage financing,
especially affordable housing. I remem-
ber when I purchased my first home in
1978. It was a two-family in Pawtucket
and I paid $43,000! With market condi-
tions being what they are today, we all
need to explore alternative ways of doing
business and, more importantly, doing
what’s best for those seeking financing. I
strongly feel it is our responsibility and
duty to make sure we attempt to pair bor-
rowers with products that best suit their
needs.

On the lighter side, I would also like to
take the opportunity to make you aware
of the following RIMBA-sponsored events
that have been planned for 2007: For the
third consecutive year, as our way of say-
ing thank you to our entire membership,
our 2007 program began with Member
Appreciation Night in January at Dave &
Busters. As always, it was well attended.
Next on the calendar was an educational
breakfast meeting in March regarding
Private Mortgage Insurance, which is now
tax deductible. The board felt this was a

timely topic. This was followed by our
annual RIMBA After Hours, where the
main focus was on current legislation.
Our very popular Loan Officer University
was held in April, to be followed by our
18th Annual Golf Tournament in June,
held at one of the premiere golf courses in
Rhode Island – the Potowomut Country
Club.

In closing, I, along with the board of
directors and our entire membership,
would like to extend our hospitality as
you prepare to venture back to
Providence, R.I., for the 20th annual New
England Mortgage Banking Conference.
Whether this is your first visit or you are a
returning guest, we hope you enjoy your
days here! ◆

Reaching for Our Goals
Name, Title and Occupation:
Paul J. Cappello, president of Rhode Island
Mortgage Bankers Association; senior vice
president of lending at Pawtucket Credit
Union.

Favorite book you read recently:
“The Camel Club” by David Baldacci and
“Casino Royale.”

Favorite movie you saw recently:
“The Departed.”

First job: Lifeguard at the local YMCA.

If you were not a mortgage banker, what would
you do: College baseball coach.

What is your favorite NEMBC memory: “Night
Times” in downtown Providence.

What would you change to improve the mort-
gage industry: Simplify the mortgage process
for first-time homebuyers.

PAUL J. CAPPELLO
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As the new president of the
Vermont Mortgage Bankers
Association (VMBA), I am con-
sistently learning something new.

Among those new experiences will be
my first visit to the New England
Mortgage Banking Conference! I am
looking forward to seeing the many ven-
dors, keynote speakers and industry
advances in technology, as well as oppor-
tunities to just have some fun and meet
my colleagues from around New
England. I would like to encourage
everyone to take advantage of all
NEMBC has to offer.

VMBA takes education very seriously
and we strive to provide interesting edu-
cational opportunities for our members.
Our Education Committee has run a suc-
cessful School of Mortgage Banking for
several years. This year, we decided to
offer numerous seminars with timely
updates on products, reverse mortgages
and the growing area of fraud in the mort-
gage industry.

Each year, VMBA holds a legislative
luncheon, where we encourage members
to build relationships with other industry
professionals and legislators. In this man-
ner, we can work together as allies to

support the housing industry in our state.
In early February, I attended the Vermont
Association of Realtors Legislative Day at
the Vermont Statehouse. After a break-
fast reception, we were able to visit vari-
ous committee meetings to observe our
legislators at work. We then spent an
hour with the VMBA lobbyist, who
shared guidelines and general tips on
how to take a more active role in our gov-
ernment. The advice was extremely valu-
able. By getting to know your legislators
and staying informed on current bills
affecting real estate, housing and mort-
gage lending issues, each and every per-
son can make a difference. I challenge
you to get involved.

I look forward to what lies ahead in
our ever-changing industry. We will need
to stay on top of the inevitable changes
that will most certainly come our way –
changes such as lack of real estate appre-
ciation, greater use of technology, poten-
tial downsizing and the need to decrease
the cost of origination, as well as any
market reactions to ongoing subprime
lending issues. Be flexible, learn some-
thing new, get involved in your local or
state government and expand your hori-
zons. You’ll be glad you did. ◆

Expand Your Horizons
Name, Title and Occupation: 
Kathy Simanskas, president of Vermont
Mortgage Bankers Association; mortgage serv-
ices manager at the Vermont State Employees
Credit Union.

Favorite book you read recently: 
“Brick by Brick: A Woman’s Journey,” by
Lynn Donahue.

Favorite movie you saw recently: 
“The Celestine Prophecy” (but can’t wait for
“Harry Potter: The Order of the Phoenix”).

First job: Waitress.

If you were not a mortgage banker, what would
you do: Artist and/or Musician.

What is your favorite NEMBC memory: 
Since I’m a first timer, I’ll have to make
some memories!

What would you change to improve the 
mortgage industry: Control predatory lending.

KATHY SIMANSKAS

The New England Mortgage
Banking Conference is always an
annual highlight for me. I have
been fortunate to volunteer sev-

eral years at the conference and have
enjoyed every minute of it. It has given
me the opportunity to meet and speak
with each mortgage banker/broker
board member from Connecticut,
Vermont, Massachusetts and Rhode
Island.

During slow periods, when I have been
on the registration desk, I have had the
opportunity to stroll the marketplace. I
am always looking for new products and
innovative ideas to help increase my pro-
duction, since I’m a working loan origina-
tor and sales manager. The educational
breakout sessions are extremely impor-
tant to me because they allow me to listen
and learn from some of the top origina-
tors and mortgage professionals in our
industry. 

Networking at the conference reminds
me of old home day. It is always so much
fun to see former colleagues and friends,
as well as forge new relationships along
the way, especially the new friends I have
made in the other New England states

throughout the years.
As the newly elected New Hampshire

president for the 2007-2008 year, I am
looking forward to sharing my industry
knowledge and vision with others in New
Hampshire. My year as president will
focus on two initiatives: educating indi-
viduals in the mortgage finance industry
and emphasizing the importance of main-
taining high ethical standards. One of the
ways I will accomplish these is through
the systematic promotion of our Certified
Mortgage Professional designation, a
symbol of competency, experience and
ethics.

It has always been my pleasure to
attend the New England Mortgage
Banking Conference, either as a paid
attendee or volunteer, over the many
years (25) I have been in this industry.
This year the conference planning com-
mittee, made up of representatives from
the six New England states, diligently
worked together to offer you a worth-
while conference with lots of networking
opportunities, educational forums, the
hugely successful marketplace and, of
course, fun.

See you there! ◆

Increasing Education
Name, Title and Occupation: 
Gladys A. White, loan officer/sales manager;
president of Mortgage Bankers and Brokers
Association of New Hampshire

Favorite book you read recently: 
“Life of Princess Diana.”

Favorite movie you saw recently: “Chicago.”

First job: A teller at Framingham Savings
Bank.

If you were not a mortgage banker, what would
you do: Play around. Only kidding – I would
go back to banking.

What is your favorite NEMBC memory: 
The party at the Biltmore – WILD!!!

What would you change to improve the 
mortgage industry: Have everyone on the same
page, ETHICS.

GLADYS A. WHITE



 MORTGAGES
BY GEORGE A. DOWNEY

The good news is we are living
longer. The bad news is that too
many of us could, or will, outlive
our savings. Americans age 65 and

older total about 34 million. This number
is expected to double in the next 20 years
to 70 million by the year 2030, as the baby-
boom generation enters retirement. The
problem is twofold: the burden on the fed-
eral and state governments to continue
funding currently-promised Social
Security and Medicaid benefits is simply
not feasible and retirement savings levels
for aging Americans are too low. The
Center for Retirement Research at Boston
College announced last year that 43 per-
cent of working households are in danger
of having too little income to fund their
retirement needs.

Federal Medicaid grants to states,
which primarily pay for the long-term care
needs of senior recipients, have skyrock-
eted and are now the fifth-largest federal
budget item – weighing in only after Social

Security, defense, federal
debt and Medicare. The
nation spent $123 billion
on long-term care needs
for seniors 65 and older in
2000. Approximately 50
percent of this was paid by
the individuals and 3 per-
cent paid by private insur-
ance. The 47 percent bal-
ance ($58 billion) was paid
by government health pro-
grams. This likely will dou-
ble in the next 20 years.

On the plus side, almost
80 percent (27 million) of
today’s seniors own their
own homes, and this num-
ber will continue to rise in
the future. Additionally,
seniors have the highest
median home equity, averaging $80,000
versus $57,000 for all homeowners
across the country. Seniors, on the other
hand, have the lowest median income,
averaging $23,311 annually versus

$43,481 for all homeown-
ers. This illustrates that
conversion of home equity
into income could signifi-
cantly increase the low
incomes of senior home-
owners.

This is what reverse
mortgages are designed to
do.

Congress has demon-
strated considerable inter-
est and support for the
continued development of
reverse mortgages. On July
25, 2006, the House passed
the Expanding American
Homeownership Act,
which made substantial
improvements to the FHA
Home Equity Conversion

Mortgage, the nation’s most popular
reverse mortgage program.

President George W. Bush immediately
issued a statement thanking the House for
its overwhelming support for the bill and

urged the Senate to pass its own version.
Growing numbers of legislators and gov-
ernment officials are studying reverse
mortgages as a viable option for some
homeowners to pay for future long-term
care and other retirement needs.

One significant challenge remains: Too
few people really understand reverse
mortgages. However, that is beginning to
change as awareness and education is
increasing. The total number of reverse
mortgage transactions seven years ago
was slightly over 6,000. As of May 2006,
that number had increased to over 7,000
per month.

Clearly, the financial problems of aging
Americans are serious and they are
numerous. Unquestionably, though, home
equity remains the most significant asset
for most senior households. For many of
them, and for our government, reverse
mortgages may provide solutions that are
sorely needed by both. ◆

This article is reprinted from the Aug.

28, 2006, issue of Banker & Tradesman.

Reverse Loans Changing Policy

GEORGE A. DOWNEY
is president of Harbor

Mortgage Solutions in

Braintree. He can be 

contacted by e-mail at

gdowney@harbormort-

gage.com.

BY GEORGE A. DOWNEY

Once viewed with considerable
skepticism, reverse mortgages are
now recognized as a valuable new
resource for the financial and

estate planning needs of senior homeown-
ers. Traditional retirement planning strate-
gies have focused, almost exclusively, on
building retirement savings through invest-
ments in a variety of financial assets and
insurance products. For most, it hasn’t
been enough.

Residential home equity, on the other
hand, is unquestionably the largest asset
most retirees have. However, it has rarely
been considered to be a practical source of
retirement liquidity.

The property must be the borrower’s pri-
mary residence. Additionally, they are
required to keep the real estate taxes and

homeowners insurance current, and they
must keep the property well maintained.
That is the extent of the borrower’s respon-
sibilities. These unique terms make it pos-
sible, and practical, to convert home equity
to needed cash without selling, being
forced to leave the home at some point or
taking on unwanted loan payments.

Professional advisors, including elder
law attorneys, financial planners and
estate planners, are now recognizing that
the potential liquidity from reverse mort-
gages could hold significant value for their
clients’ overall planning and should be a
basic consideration in the planning
process. There are no restrictions on how
the money can be used. Common uses
have been to pay off existing debt, provide
more income, home repair and improve-
ments, create reserves for future needs
and emergencies, gifts to children and

grandchildren, travel and much more.
Consider just the following two planning
examples:

Income planning: One consideration
could be to replace or reduce the receipt
of taxable income distributions from IRA,
401(k) or other tax-deferred accounts
with tax-free distributions from a reverse
mortgage. The effect would be to elimi-
nate or reduce the income tax liability for
the current year and to enable the invest-
ment account to continue the tax-
deferred accumulation for future needs.
Moreover, the reverse mortgage would
reduce the value of the estate for estate
tax planning purposes.

Long-term care planning: In January
2005, the National Council on Aging
released the results of a major study it had
commissioned on the funding of long-term
care needs of seniors. The report identified

reverse mortgages as the primary resource
available to seniors to pay for long-term
care insurance premiums, nursing home
costs or in-home care services. The report
further indicated that 40 percent of all sen-
iors age 65 and older will eventually need
long-term health care services.

Although reverse mortgages may offer a
number of attractive and innovative fea-
tures, they are not appropriate for every-
one. Suitability is determined on a case-by-
case basis with education and objective
input from competent advisors.
Additionally, individual counseling with a
counselor approved by the U.S.
Department of Housing and Urban
Development is a mandatory requirement
for all applicants. ◆

This article is reprinted from the May

23, 2005, issue of Banker & Tradesman.

Reverse Mortgages Changing Retirement Planning

Disbursing the Benefits of
These pages focus on the details and benefits of reverse mortgages, a rising trend within the mortgage industry. 



BY ROBERT SCOTT AND 
SHERRY B. APANAY

Once upon a time, low interest
rates made it easy for homeown-
ers to slash their mortgage pay-
ments through refinancing. But

when rates went up, a growing senior
population, faced with the limitations of
their retirement income, didn’t necessar-
ily live happily ever after. The great news
is that the mortgage industry offers a
solution for senior homeowners: the
reverse mortgage.

A Booming Business
Reverse mortgages are one of the

most frequent subjects of inquiry made
through organizations such as AARP. As
the industry has educated consumers
about these unique loans, their populari-
ty has grown at a staggering rate, with
loan volume climbing from fewer than
6,000 loans annually prior to fiscal year
2000 to more than 43,000 in 2005, accord-
ing to the U.S. Department of Housing
and Urban Development (HUD). With
recent announcements by HUD lifting

the cap on the number of federally
insured reverse mortgages and allowing
new, higher loan limits, the potential for
reverse mortgages will continue its
upward trend. Now is the time to add this
tool to your client offerings. 

Meeting Needs
Financial Freedom Senior Funding

Corp. of Irvine, Calif., the nation’s reverse
mortgage industry leader, offers a com-
plete line of reverse mortgage products
and loan origination services, from appli-
cation through closing and funding.
Among the products carried by Financial
Freedom is the Home Equity Conversion
Mortgage, the most popular reverse mort-
gage, which is insured by the Federal
Housing Administration. Another option is
the Fannie Mae HomeKeeper loan. Three
jumbo reverse mortgage products devel-
oped by Financial Freedom are specifical-
ly designed for higher-valued homes and
have virtually no lending limit. These
exclusive Cash Account products include
the no-fee option Zero Point Cash
Account and the new Simply Zero Option,
which eliminates up-front fees.

Partnering for Success
Mortgage professionals can partner

with Financial Freedom through two
turnkey programs – as either a
broker/advisor or wholesale correspon-
dent. To help assure success, the company
provides specialized training, customiz-
able marketing tools and operational sup-
port. Reverse mortgages are Financial
Freedom’s only business – they don’t sell
or promote any other products. The com-
pany was instrumental in the development
of the reverse mortgage concept and they
continue to lead the industry. In fact, more
seniors have chosen Financial Freedom
for their reverse mortgage than any other
lender.

Reverse Mortgages
A reverse mortgage enables senior

homeowners aged 62 or older to convert
their home equity into income without
having to sell the home, give up the title
or take on a new monthly mortgage pay-
ment. They can choose to receive their
funds as a lump sum, monthly income,
line of credit or any combination. This

tax-free cash can be used for virtually
any purpose. They make no monthly pay-
ments during the life of the loan, which
becomes repayable when the borrower
sells the home, permanently moves out
or passes away. Reverse mortgages have
numerous, built-in consumer protection
features so lenders can be confident
about recommending them. The National
Reverse Mortgage Lenders Association
has developed a code of conduct and
best practices to establish the highest
standards for customer service and con-
sumer protection for the industry (find
out more at www.reversemortgage.org).
Borrowers are advised to consult their
tax advisor and appropriate government
agencies. ◆

Robert Scott and Sherry B. Apanay are

first vice presidents of national whole-

sale sales at Financial Freedom, The

Reverse Mortgage Specialist.

For more information, call (877) 210-

2599 or visit www.financialfreedom.com

for details on any products and partner-

ing opportunities.

Key features include: 

• No payments to the lender for the life of the loan;

• No maturity date – the loan is due only when the last 
borrower permanently leaves the property;

• Payments are received tax-free and do not affect Social
Security benefits;

• Flexibility – there are no restrictions on the use of the funds,
which can be accessed by a credit line, lump sum payments,
periodic payments or any combination; and 

• Non-recourse notes provide that if, or when, the property is
sold, the loan payoff balance can never be greater than the
net proceeds from the sale of the property. This assures that
no personal debt would ever revert to the borrower, their
estate or to their heirs.

Reverse mortgages are unique home equity loans designed exclusively
for the needs of senior homeowners, age 62 and older, that enable
them to convert part of their equity into tax-free cash or income

without having to sell the home, give up their title ownership or take on
any new monthly payments to a lender.

REVERSEREVERSE MORTGAGES
Reverse Mortgages Provide Solutions for 

America’s Senior Population
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BY STEPHEN A. BOKSANSKI

The legislative session officially
opened on Jan. 3, but very little has
been accomplished or even
attempted at this point. Legislative

rules have been adopted and committees
have been established, but the process has
been unusually slow and public hearings
take place several weeks after the session
begins. It suggests that perhaps leadership
has decided to take a step back and let the
new governor enjoy the spotlight. Being
new to government, it’s not atypical for a
few missteps to be made and the
Legislature is probably quite content to let
them play out without their interference.
While a honeymoon period exists for a
new governor, the strategy to gain power
never sleeps in politics.

For good or bad, Gov. Deval Patrick has
been the center of attention for the past
few months, which culminated on Feb. 28,
when his Fiscal Year 2008 budget was due
for submission to the Legislature. He has
already drawn praise and scorn for his
reorganization plan, his municipal partner-
ship act and his business tax reform,
which as of press time had yet to be filed.
He has also come under fire for spending
state funds to decorate his office and
upgrade his car, although he has pledged
to personally repay the state for much of
these costs. He’s learning on the job that
just a few months can be a very long time
as governor.

Gov. Patrick filed Article 87 papers with
the Legislature on Friday, Feb. 9. The
major shifts in these plans are an expan-
sion of the Executive Office of
Environmental Affairs to include Energy
and the merging of former Secretary-level
positions for Housing and Economic
Development into one. The former
Department of Telecommunications and
Energy was split between these two new
Cabinet positions, with the Division of
Energy Resources and the re-emergence
of the Department of Public Utilities
falling under Energy and Environmental
Affairs. A new Division of
Telecommunications and Cable will be
housed in the Office of Consumer Affairs
and Business Regulation. The Legislature
is required to refer the legislation to com-
mittee within five days and the committee

must hold a hearing within
30 days of receiving the bill.
A recommendation must
be made by the committee
within 10 days of the public
hearing and the bill and
each branch must take an
up-or-down vote on the
plans within 60 days of the
date it was filed. If the
Legislature fails to take
action within the 60-day
period, the plans automati-
cally take effect.

On Feb. 15, the governor
filed comprehensive legis-
lation that contains a series
of initiatives aimed at
improving the health of the
commonwealth’s 351 cities
and towns and strengthen-
ing the partnership between local govern-
ments and state government. The center-
pieces of this proposal include allowing
cities and towns, by local option, to partic-
ipate in the Group Insurance Commission;
requiring underperforming municipal,
county and authority pension funds to be
taken over by the state retirement board;
allowing cities and towns to impose a
meals tax that would help generate rev-
enue to provide tax relief to senior citi-
zens; closing loopholes in property tax
laws that enable telecommunications com-
panies to avoid local taxes; and extending
the soon-to-expire property tax classifica-
tion rules that keep commercial rates
inflated. The bill has since been broken up
and parceled out to five legislative com-
mittees: Education, Municipalities and
Regional Government, Public Service,
Revenue, and State Administration and
Regulatory Oversight. This apparent
divide-and-conquer strategy isn’t an
encouraging sign for the new administra-
tion. While municipal officials are wild

over the prospect of gain-
ing the power to impose
new taxes, the Legislature
has been down this road
before and hasn’t shown
any signs of a change in
position to cede their statu-
tory authority. 

The governor has pro-
posed to file legislation that
makes changes to the cor-
porate tax laws of the com-
monwealth. The legislation
reportedly includes seven
new provisions to raise rev-
enues, most of which have
been before the Legislature
before while Gov. Mitt
Romney was in office and
were rejected. The admin-
istration is counting on

these changes to create an influx of $500
million. Businesspeople hate the word
loophole, while liberal tax spenders find it
ever so delightful. It can be argued indefi-
nitely whether a certain portion of the
code is fair or unfair but the effect on the
business climate is the same – when CEOs
and investors see instability, they don’t like
it very much. This bill is likely to be
referred to the Joint Committee on
Revenue for a public hearing and greater
scrutiny. While its success is crucial to the
governor’s budget plans, there’s no guaran-
tee it will advance on a similar or parallel
track.

Gov. Patrick was allowed eight weeks to
submit his spending plan to the Legislature
in the first year of his four-year term. A
budget will be due by the fourth
Wednesday in January in each of the sub-
sequent years he is in office. The budget,
like the reorganization plan, will seek to
fulfill some campaign promises and high-
light his priorities. The budget process will
move immediately to the House Ways and

Means Committee, which will analyze and
then rewrite the budget to reflect their pri-
orities. The House budget is typically
released in early April. The Senate mimics
the House process during the month of
May, and June is preserved for conference
committee deliberations. The Legislature
should have a final version to the governor
before the beginning of the next fiscal year
on July 1. With revenue growth projected
at 3 percent and not keeping up with
spending, the governor and Legislature
will need to find budget cuts or new rev-
enues to bridge the gap.

While these events unfold, the
Massachusetts Mortgage Bankers
Association (MMBA) will begin its peren-
nial educational and introductory cam-
paign among key decision makers on
Beacon Hill. The MMBA was invited to an
informational briefing being held by the
Joint Committee on Financial Services on
Tuesday, Feb. 28. This is customary for the
committee and it provided a chance for
new members and stakeholders to intro-
duce themselves to each other and share
their general perspective on issues rele-
vant to the committee.

The MMBA faces challenges and oppor-
tunities in 2007-2008, just it does every ses-
sion. However, given the extraordinarily
large number of foreclosures taking place
and the inevitable media horror stories,
there is clearly a sense that legislators are
anxious to address these issues in some
way. The MMBA has been working closely
with other stakeholders and state regula-
tors in developing solutions that can ulti-
mately be brought to the Financial
Services Committee for consideration. The
MMBA will pursue these recommenda-
tions as an alternative to some of the more
unacceptable proposals that are out there,
including the imposition of Community
Reinvestment Act-like requirements on
mortgage lenders. Legislation relative to
loan officer registration and licensing has
been filed and will also be a hot topic for
discussion and will likely become a part of
the greater debate. 

The MMBA will follow up the informa-
tional hearing with individual meetings to
continue its engagement and participation
with committee decision-makers. As with
any legislative effort, a grassroots compo-
nent is crucial and can make or break any
organization’s success. As members of the
MMBA, your voice is needed as we move
forward and these are decisions that
should not be made without the benefit of
hearing from constituents who make their
living within the industry. If you’re not
engaged, you’re leaving your fate in some-
one else’s hands.

Public hearings are still several weeks
away and the budget process, along with
the other Patrick proposals that are pend-
ing, will continue to receive the lion’s
share of the public and media attention. ◆

The Beacon Hill Report
LEGISLATIVE
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BOKSANSKI

is an associate with

Shanley Fleming and

Assoc., a lobbying firm in

Boston. He is also MMBA’s

legislative representative.

As with any legislative effort,
a grassroots component 
is crucial and can make or
break any organization’s 
success.

The Massachusetts State House.
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BY PATRICIA ANTONELLI

The lending community welcomed a
recent decision of the First Circuit
Court of Appeals on Jan. 29. In
finding that class actions for rescis-

sion are unavailable under the federal
Truth in Lending Act (TILA) and the
Massachusetts Credit Cost Disclosure Act
(MCCCDA), Judge Bruce M. Selya wrote
“we ground this holding primarily on our
conclusion that Congress did not intend

rescission suits to
receive class-action
treatment.” Thus, the
First Circuit reversed
the U.S. District
Court for the District
of Massachusetts’
certification of a
broad class of plain-
tiffs made up of resi-
dential mortgage
loan borrowers who
might potentially be
eligible for rescission
relief. In the case of
Ralph McKenna et

al. v. First Horizon

Home Loan Corp.,

the plaintiffs sought
relief under TILA and MCCCDA, alleging
that First Horizon Home Loan Corp. (the
lender) failed to accurately disclose the
plaintiffs’ statutory right of rescission by
issuing confusing and legally defective
notices of rescission.

The regulations implementing TILA
and MCCCDA do not require that credi-
tors use the model forms for notice of the
right to rescind, which are prepared by
the Federal Reserve Board, as long as the
creditor provides notice of the right to
rescind that is “substantially similar” to
the board’s forms. The lender in
McKenna did not use the model forms
prepared by the board, but instead pro-
vided the plaintiffs with its own form of
notice. The board’s forms for rescission
notice include Form H-8, which is meant
for consumers who are entering into
mortgage loan refinance transactions
with a different lender than the one who
financed the previous mortgage loan, and
Form H-9, which is intended for con-
sumers who are entering into mortgage
loan refinance transactions with the
same lender who financed the con-
sumer’s prior mortgage. The McKenna

plaintiffs challenged the lender’s form as
it applies to both types of transactions
where the lender is refinancing a prior
loan from a different lender, as well as to
transactions where the lender is refinanc-
ing a prior mortgage loan that the lender
made to the consumer.

In addition to their individual claims
for rescission and statutory damages, the
plaintiffs asked for similar relief for a

class of Massachusetts consumers who
had received mortgage loans from the
lender and similar rescission notices. The
District Court adopted the recommenda-
tion of a magistrate judge certifying a
class of consumers who obtained non-
purchase money loans from the lender on
or after April 1, 2003; who received the
allegedly defective notice of the right to
cancel; where the loan is secured by the
borrower’s Massachusetts residence;
where the loan was for purposes other
than the initial construction or acquisi-

tion; and where all or part of the loan pro-
ceeds were used to refinance a loan made
by another lender. The class definition
also provided that no person shall be
excluded from the class simply because
that person has refinanced or paid off the
loan.

The issue of whether class action relief
is available in rescission cases is an issue
of first impression in the First Circuit,
resolved by the Fifth Circuit in the 1980
case James v. Home Constr. Co. of

Mobile Inc. The Fifth Circuit held that

rescission class actions are not maintain-
able under TILA, basing its holding pri-
marily on a conclusion that Congress
intended rescission to be a purely person-
al remedy and purely personal remedies
are inconsistent with class action reme-
dies. The Fifth Circuit also noted the
absence of any necessity for the class
action type of remedy, as there are con-
siderable monetary recoveries and attor-
neys’ fees available for plaintiffs in indi-
vidual rescission cases.

No Rescission Remedy for Class Actions
LEGAL

You just need to know where to look –
And look no further than 1st National Bank of Arizona. With the right mix of innovative Alt-A products,
competitive pricing, easy-to-use technology and unparalleled service, FNBA plants the seeds for a 
long-term lending relationship. Grow your business and see more green with 1st National Bank of Arizona.

Alt-A Product Lineup and Niches:

The Grass Is Greener

© 2007 1st National Bank of Arizona.All Rights Reserved. Member FDIC. Equal Housing Lender.This is not a commitment to lend.All loans are subject to credit and property approval.
For professional use only and not intended to be provided to the borrower. Rates, terms, fees, and programs are subject to change without notice.
*Paying only the minimum monthly payment will not be sufficient to cover the interest due.The difference will be added to the principal balance. If the outstanding balance reaches the
negative amortization limit, the monthly minimum payment will immediately increase even if the loan is still within its first five years.The Cash Management ARM 
has a high potential for negative amortization in a rising rate environment.The monthly payment can increase substantially on the 61st payment due date and subsequent 
scheduled Payment Change Dates or when the unpaid principal balance reaches the negative amortization limit. Please refer your clients to the ARM Loan Program Disclosure for additional details.
**Construction-to-Permanent loans are currently available only in AZ, FL, IL, NC, CO, GA, MD,VA, CT, RI,TX, OR and WA. Contact your FNBA Account Executive for more details.

• Jumbo loans up to $4 million
• Alt-A First & Second Liens

- 100% CLTV Full Doc, Stated, No Ratio
- 95% CLTV No Doc
- Interest-only options
- Private VORs & Rent Free Letters allowed
- 100% Non-warrantable Condos

• 95% SISA Rapid Refi – AZ Express
• 100% Financing with LPMI

• Industry-leading Option ARM Products
- .99% Cash Management ARMSM Start Rate*
- 1.99% 5-year Hybrid CMA Start Rate*

• Temporary buy downs available without restrictions
• Condotel, Foreign National & First-time 

Homebuyer programs
• Commercial Lending
• Construction-to-Permanent Loans**

To locate an Account Executive in your city,
check us out on the web at www.fnbavenue.com.
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Partridge, Snow
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Continued on Page 14
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BY TOM DELANEY

Driven by favorable interest rates
and a robust real estate market,
the previous three years saw
many speculators rush into the

mortgage lending profession. Most were
honest individuals harboring good
intentions of generating a profit by
assisting borrowers in securing the nec-
essary funds to achieve the American
Dream of home ownership. Others,
however, sought to get rich quick by
counseling borrowers into mortgage
products that would maximize lender
profits, without regard for the borrow-
ers’ ability to shoulder the debt.

In response to this rush of specula-
tors into the mortgage lending profes-
sion, many states are re-examining their
licensing requirements with an eye on
weeding out these less reputable play-
ers. Licensing requirements that may be
strengthened include education, mini-
mum net worth and bonding.

Most states already have bonding
requirements. Many times, lenders pur-
chase these bonds without understand-

ing what they are or how they respond.
Below is a description of two frequently
required bonds.

Surety Bonds
Most states now have surety bond

requirements in place for mortgage
bankers and mortgage brokers. The
requirements of each state often differ
between mortgage bankers/lenders on
the one hand and mortgage brokers on
the other hand.

A surety bond is a written instrument
in which two parties, one of which is the
surety, become obligated to a third party
for the payment of a sum of money, not
to exceed the bond amount if the obliga-
tion set forth in the bond is not fulfilled.
For mortgage bankers and brokers, the
requirements are set by the various
states and mandated in the state
statutes. The bond form itself most
often references the section of the state
statutes containing the bonding require-
ment. Violation of the state statutes can
trigger financial obligations to third par-
ties via the state. 

There are three parties to a typical

surety bond:
• The mortgage

banker or broker is the
principal, who is primari-
ly responsible for the ful-
fillment of the obligation
set forth in the bond. It is
the principal who must
perform his obligation
under the law or respond
in damages;

• The obligee is the
beneficiary under the
terms of the bond. For
mortgage banker/broker
license bonds, the state
is the obligee; and

• The surety is the
party who joins the prin-
cipal for the purpose of
guaranteeing the fulfill-
ment of the principal’s
obligation. Surety bonds
are most often written
by insurance companies.

Although insurance
companies are the
accepted providers of
surety bonds, a surety
bond is not an insurance
policy. In an insurance
policy, the insurer takes
the entire risk and the
insured pays a premium
for the privilege of trans-
ferring certain of his
potential exposures to
loss to the insurer. In a
surety bond, no respon-
sibility passes from the
principal to the surety.
The principal, by paying
a premium, gets the surety to accompa-
ny him as a guarantor of the fulfillment
of his obligation. The principal still
retains all of his responsibilities to the
obligee. In a surety bond, the premium
is actually more of a service fee charged
for the privilege of using the surety’s
prestige and financial responsibility as
backing for the obligation. When the
surety has to step in and fulfill the obli-
gation for the principal, the law pro-
vides that the surety may seek recovery
for its loss from the principal.

Fidelity Bonds
Mortgage bankers and mortgage bro-

kers are often required to carry a fideli-
ty bond as well as a surety bond.
Fidelity bonds are usually required by
secondary market institutions (Fannie
Mae, Freddie Mac), wholesale lenders,
investors and warehouse lenders. There
are also a few states that require mini-
mum fidelity bonds. Even without the
requirement that they carry fidelity cov-
erage, many employers choose this
insurance to protect their company

from the serious impact of
internal fraud. Also, in
many documented cases
of loan fraud, it has been
frequently found that
external fraud rings often
have an insider at the
mortgage company
engaged in the dishonest
activities.

A fidelity bond is a
bond in which the surety
(insurer) agrees to pay the
obligee (employer) the
amount of any loss sus-
tained by the employer
during the term of the
bond for loss resulting
from an employee’s dis-
honest or fraudulent acts.
It is much more like an
insurance policy in that
the employer (mortgage
banker/broker) pays a
premium to the insurer for
the privilege of transfer-
ring his risk of loss result-
ing from a dishonest
employee(s) to the insur-
ance company. The insur-
ance company can then
attempt to recover its loss
from the dishonest
employee.

There was a time when
fidelity bonds were writ-
ten on individual employ-
ees. Today, the typical
fidelity bond is written on
a blanket basis to cover all
of the employees of the
firm. The fidelity bond is

often included as part of a crime pack-
age insurance policy that also includes
check forgery, forged documents, bur-
glary and robbery – both on premises
and in transit – and may also include
certain types of errors and omissions
coverage as well.

In summary, a surety bond does not
respond unless the mortgage
banker/broker is not able to fulfill its
obligation to the state for violation of
certain state statutes. This usually
means the mortgage banker/broker is
having financial difficulty or is out of
business. Again, this does not relieve
the principal (and/or its owners who
have agreed to indemnify the surety
company) of their obligation to indem-
nify the surety for paid losses. These
funds are still due to the surety.

Fidelity bonds provide insurance
protection to lenders for their exposure
to employee dishonesty and certain
loan fraud scenarios. Claims are paid by
the insurance company with no require-
ment that the insured reimburse the
insurer for these losses. ◆

Operational Insurance Requirements
INSURANCE / SURETY AND FIDELITY BONDS

Rural Home Loans
FOR THE HOMEOWNER LIVING IN RURAL AMERICA

Home Loans
FOR THE PART-TIME FARMER

Leading the  Way in  Prov iding  Res ident ia l  Financ ing  in  Rural  Amer ica .

Key Criteria for Eligible Rural Home Loans:
• Single-family, owner-occupied, detached residence located on the property.
• Property must be located in a rural area or in a town or municipality having a population of

2,500 or less inhabitants.
• Maximum loan-to-value for rural home loan is 97%.
• Loan must be secured by a first lien.

Advantages of Conventional Rural Home Loans & Part time Farm/Residential Loans:
• Competitively priced conventional interest rate products available.
• Standard residential mortgage documents and credit underwriting criteria used.
• No pre-payment penalty.
• Credit underwritten by Fannie Mae DU (for Rural Home Loans only).

Home Loans for the Rural Homeowner & Part Time Farmer:
• Property may be used for both residential and agricultural purposes.
• No maximum acreage limitation.
• Easements may be permissible.
• Manufactured housing acceptable (double-wide and larger).

For more information, contact:
AgFirst Farm Credit Bank
Correspondent Lending
P.O. Box 100285 • Columbia, SC 29202-3285

800-858-4651
https://www.agfirstmortgageloans.com

TOM DELANEY
is managing director of

Bankers Insurance

Service (BIS), a provider

of fidelity bond and errors

and omissions insurance

tailored to meet the needs

of mortgage bankers and

brokers. The company

develops niche products

and a range of insurance

programs and risk 

management services for

the mortgage banking

industry.  BIS is endorsed

by the Mortgage Bankers

Association of America

and the Massachusetts

Mortgage Bankers

Association. Delaney

serves on the MMBA

Corporate Advisory

Committee. He can be

reached at 

(312) 381-3722 or

Tom_Delaney@bankersin-

suranceservice.com.
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BY PETE PANNES

In late December 2006, the U.S.
Congress voted to make mortgage
insurance premiums tax deductible
for the first time in 2007. Here’s what

you need to know:
Who: Borrowers closing loans to pur-

chase homes or refinance in 2007 who
have annual household incomes of
$100,000 or less will be able to deduct the
full cost of their mortgage insurance pre-
miums on their federal tax returns.
Borrowers with incomes up to $109,000
can take advantage of a partial deduction.
(This is based on transactions closed in
2007, and mortgage insurance premiums
paid between Jan. 1 and Dec. 31 and allo-
cable to 2007.  Deductions are phased out
in 10 percent increments for borrowers
with adjusted gross incomes between
$100,000 and $109,000.)

When: Effective for mortgage insur-
ance certificates issued between Jan. 1
and Dec. 31, 2007.

Why: The legislation helps low- and
moderate-income Americans overcome

barriers to homeowner-
ship. By making mortgage
insurance tax deductible,
Congress is addressing the
key issue of housing
affordability for many
homebuyers.

So What:

• Affordability is a con-
tinuing challenge in the
U.S.: The median home
price today is about
$221,000, which means a
down payment of more
than $40,000, assuming
you put down the tradi-
tional 20 percent. In high
cost areas such as
Massachusetts, where the
median home price is $340,000, saving a
20 percent down payment is even more of
a challenge; 

• Low down payment loans are the
wave of the future: Because traditional 20
percent down payments are so high, bor-
rowers today are increasingly looking for
ways to buy homes with a lower down-

payment. One recent study
by the National
Association of Realtors
found that in 2005, a typi-
cal first-time homebuyer
made a downpayment of 2
percent;

• If borrowers don’t put
down 20 percent, their
choices are a piggyback
loan – which is a first loan
for 80 percent of the
home’s value and a second,
or piggyback mortgage:
For the difference
between the first mortgage
and the down payment (if
any) – or a loan with mort-
gage insurance. Interest

rates on seconds are typically adjustable
and float with the prime rate, so they are
more expensive than they were a year ago
and can also jump significantly if interest
rates increase;

• Mortgage insurance makes sense: In
today’s climate of slowing home price
appreciation and higher interest rates, an

insured loan is a simple, safe, and smart
way for people to get into a home and
start building equity. It’s often financially
a better deal than a piggyback loan and
premiums are fixed so borrowers don’t
have to worry about their payments going
up. Being able to deduct the cost of the
premiums means more savings for con-
sumers; and

• When you’re buying a house every
cent counts: According to an analysis by
Bankrate.com, a leading source of con-
sumer financial information, with the new
tax deduction a homeowner with a
$180,000 mortgage would save about $351
a year in taxes. ◆

Note: PMI cannot provide tax advice.

Taxpayers should consult their own tax

advisors concerning applicability of this

new deduction to their particular circum-

stances under the Internal Revenue Code

and the laws of any other taxing jurisdic-

tion. This information is not intended or

written to be used, and it cannot be used,

for the purpose of avoiding U.S. federal,

state or local tax penalties.

PETE PANNES
is senior vice president of

field sales and national

accounts at PMI Mortgage

Insurance Co.

Mortgage Insurance Tax Deductibility
MORTGAGE INSURANCE

Closer to the issuesThe Rhode Island Supreme Court licenses all lawyers in the general practice of law.

The court does not license or certify any lawyer as an expert or specialist in any field of practice.

• Federal, Massachusetts and Rhode Island 
regulatory compliance

• Licensing

• Sales of loans and servicing

• Default legal services for creditors

• Consumer class action and other defense litigation

• Mortgage product development

MORTGAGE BANKING

LEGAL SERVICES
FROM A FIRM THAT KNOWS

YOUR BUSINESS

PROVIDENCE
401-861-8200

SOUTHCOAST
774-206-8200

BOSTON
617-342-7361

www.psh.com

B R I D G I N G T H E P O S S I B I L I T I E S ™

Some companies will dabble
in just about anything.

203-327-3327
www.silo-financial.comTwo Landmark Square, Sui te  208, Stamford CT 06901

• Loan amounts up to $20,000,000
• 24 Hour Response and Approval
• No Prepayment Penalties
• Most Property Types Considered
• Direct Portfolio Lender
• Brokers Welcome and Protected

$3,465,000
Single Family Home
Southampton, NY

$850,000
Commercial Property
Bridgehampton, NY

$420,000
3-Unit Rehab

Ozone Park, NY

Our latest dealsAt Silo Financial 
we specialize in 
bridge loans. 
Come to us for special situation, 
time-critical & difficult financing 
requirements!
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The Conference of State Bank
Supervisors (CSBS) and the
American Association of
Residential Mortgage Regulators

(AARMR) recently announced that 29
state agencies have indicated their intent
to participate in the Residential Mortgage
Licensing System by the end of 2009.

The Statement of Intent signed by
these state agencies clearly asserts the
reasons for state participation:

• To improve the efficiency and effec-
tiveness of state supervision of the U.S.
mortgage market;

• To fight mortgage fraud and predato-
ry lending that costs consumers and the
mortgage industry hundreds of millions
of dollars in losses each year;

• To increase accountability among
mortgage industry professionals; and

• To unify and streamline state license
processes for mortgage lenders and
mortgage brokers.

“We are proud to announce this initial
phase of participating states who are tak-
ing a leadership role in creating a unified
and modern system of state mortgage
supervision,” stated Neil Milner, CEO of

CSBS. “By announcing their intent to par-
ticipate, these state agencies will be
heavily involved in the initial phase of
development of the Residential Mortgage
Licensing System.”

“The importance of this initiative is
underscored by the number of state agen-
cies indicating their intent to come on the
system during the initial phase of devel-
opment,” commented George Kinsel,
president of AARMR. “These states are
creating the critical mass necessary for
state supervision of the mortgage indus-
try to become more uniform, more effi-
cient and more effective.”

The system, scheduled to go opera-
tional in January 2008, will be used by
state residential mortgage regulators to
accept and process national, uniform
license applications and renewal forms
that have been created by state regula-
tors over the past two years. Licensees
will be able to electronically manage a
single record in the system to apply for,
amend, renew and surrender licenses in
one or more regulators. The system will
manage state licenses for mortgage com-
panies, branches and individuals.

State agencies announcing their com-
mitment to transition onto the system
over the 2008-2009 time period (as full
functionality for the release is complet-
ed), include Alabama, Arizona, Arkansas,
Connecticut, the District of Columbia,
Georgia, Idaho, the Indiana Department
of Financial Institutions, the Indiana
Secretary of State, Iowa, Kentucky,
Louisiana, Maryland, Massachusetts,
Michigan, Mississippi, Montana,
Nebraska, New Hampshire, North
Carolina, North Dakota, Oklahoma,
Oregon, Pennsylvania, Rhode Island,
South Dakota, Vermont, Washington and
Wyoming.

Additional state agencies have
expressed interest in participating, but
are still determining a timeframe for their
participation.

The Statement of Intent and more
information about the CSBS/AARMR
Residential Mortgage Licensing System
may be found on the Web at
www.csbs.org. ◆

The Conference of State Bank

Supervisors is the nationwide organiza-

tion for state banking. It is responsible

for defending state authority to deter-

mine banking structure and the prod-

ucts and services state-chartered insti-

tutions can offer, as well as for improv-

ing the quality of state bank supervision

by providing department performance

evaluation, accreditation programs and

supervisory education/training pro-

grams for state banking department

personnel.

For more information on CSBS, 

|contact Bill Matthews, president of 

the State Regulatory Registry, at

bmatthews@csbs.org or (202) 728-5711.

The American Association of

Residential Mortgage Regulators is the

national organization representing

state residential mortgage regulators.

Its mission is to promote the exchange

of information between and among the

executives and employees of the various

states who are charged with the respon-

sibility for the administration and reg-

ulation of residential mortgage lending,

servicing and brokering.

For more information on AARMR,

contact George Kinsel, president of

AARMR, at ghkinsel@dllr.state.md.us or

(410) 230-6086.

New Mortgage Licensing System
TECHNOLOGY

Hopkinton, MA 01748
Phone: 508-435-3345

Email: Chip@CoachCove.com

Help your EMPLOYEES unleash their
FULL POTENTIAL with Mortgage Coaching

Peak Performance Success

Dynamic 1/1 Co-Active Performance

Coaching

Integrated Sales and Leadership Training

Developed From 20+ years of Mortgage

Lending Experience

The Mortgage CoachChip Coveney, CPCC

Productivity Differentiation

Class Action Relief
In following the Fifth Circuit, the

First Circuit noted that many District
Courts have certified TILA rescission
class actions on the theory that nothing
in TILA expressly prohibits class
actions. Class actions, however, are
specifically addressed in the TILA sec-
tion that relates to damages with no
mention of such relief in the rescission
section. The class action section of
TILA for damages provides a cap for
damages ($500,000 or 1 percent of the
creditor’s net worth) and to that end,
the plaintiffs argued that Congress may
have intended to allow rescission class
actions to have no limitations in terms
of the costs to be borne by the offend-
ing creditor.

In McKenna, the First Circuit pointed
out that if plaintiffs are allowed to
maintain unrestricted class actions for
rescission claims, there is likely sub-
stantial recovery for plaintiffs as the
lender estimates its exposure at
approximately $200 million. In address-
ing such a recovery, the First Circuit
wrote that “the notion that Congress
would limit liability to $500,000 with
respect to one remedy, while allowing
the sky to be the limit with respect to
another remedy for the same violation,
strains credibility.”  The Court also
wrote that the plaintiffs tried to down-

play the overall financial impact of the
class action on the lender in McKenna,
but that “deeds speak louder than
words” – in order to recruit additional
class claimants, the plaintiffs’ attorneys
placed advertisements holding out
prospective recoveries of $50,000 per
person.

So the issue is now resolved in the
First Circuit; class action relief is
unavailable for rescission claims under
the TILA and arguably under the MCC-
CDA. In McKenna, the class certifica-
tion order has been vacated, and the
case remanded to the District Court for
further proceedings consistent with the
First Circuit decision. First Circuit
plaintiffs still have the protection found
in the statutes, which include substan-
tial enforcement authority for federal
and state agencies with jurisdiction
over lending institutions, and individual
rescission claims may be maintained
privately by plaintiffs where sizable
monetary rewards are still available. ◆

This article is provided by the MMBA to

its members as an information service

on topical matters of interest. It should

not be construed or relied upon as legal

advice or opinion and is not intended to

substitute for the advice of experienced

counsel. This article may be considered

to be “advertising material.”

Continued from Page 11
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IN PARTNERSHIP WITH

Tee off the 2007 golf season with the definitive
event of the year. Join The Warren Group and the
Massachusetts Mortgage Bankers Association on
June 12 at Pinehills Golf Club for the First Annual
Charity Golf Classic.

Visit www.thewarrengroup.com/golf or call Katie
Curnutte at 617.896.5370 to register today!

For sponsorship opportunities call Justin Taylor at
617.896.5307 or email jtaylor@thewarrengroup.com

S W I N G  I N T OSUMMER
W I T H  T H E  WA R R E N  G R O U P  A N D  M M B A !

SIGN UP NOW FOR $250.00 AND ENJOY
• A Day of Golf on Pinehills’ Award-Winning Nicklaus Course

• Silent Auction Supporting The Leukemia & Lymphoma Society

• Prizes from Pinehills’ Top-Rated Pro Shop

• 50/50 Raffle

• 11:00 a.m. Shot Gun Bramble Style

• Lunch on the Green

• Clam Bake featuring 1 1/2 Pound Lobsters

The Warren Group, Publishers of 

T H E  WA R R E N  G R O U P  P R E S E N T S

BANKER & TRADESMAN’S



InterBay Academy is now
open for enrollment.
Graduate to higher income as a 
Small Commercial Loan Expert.

Increase your income with our 
FREE online certification.
Reserve your seat at InterBay Academy now and close 

more small commercial loans. Our seven modules are 

easy to follow, and designed to make you an expert in 

no time. Just log on anytime, anywhere.

It won’t be long until you’re certified and earning more 

than ever before. And as a graduation gift, we’ll even 

send you a Commencement Kit packed with exclusive 

marketing materials worth over $500!

Enrollment is easy, so log on today. The quicker you 

get started, the sooner you’ll be at the top of the class,

making big commission in small commercial.

For more information, or to enroll, visit 
interbayacademy.com.

� Watch for our Live Certification Courses too,
coming soon to a location near you!

interbay.com  1-866-INTERBAY (468-3722)

InterBay Academy. Your success is our success.

©2007 InterBay Funding, LLC. All Rights Reserved. This advertisement is for mortgage professionals only. This program is limited to commercial loans.


