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Summary 
  
The Dodd-Frank LO compensation requirements prohibit an originator/broker from 
receiving dual compensation, i.e. compensation from both the lender and the borrower.  

Under Lender Paid Broker Compensation, fees paid in advance by the broker, e.g. credit 
report, appraisal fee, VOE fee, HOA cert.  cannot be paid for by the borrower to the 
originator/broker at closing.  If the borrower is to pay Third party fees, they must be paid 
by the borrower directly to the vendor at closing through the closing agent. 

Under Borrower Paid Broker Compensation, fees paid in advance by the broker, e.g. credit 
report, appraisal fee, VOE fee, HOA cert, can be paid by the borrower to the 
originator/broker at closing.  

 Details 

Brokers, submitting wholesale loans with lender paid broker compensation may not receive 
payment from the borrower for any out of pocket expenses the broker incurred in procuring 
the loan.  For example, a credit report charge may not be charged to the borrower on the 
HUD-1 and paid to the broker to reimburse the broker. Reimbursing the broker for out of 
pocket expenses is viewed as dual compensation under the regulation and is not allowed.  

One option available to brokers is to cover the costs of credit reports and other fees in their 
HSOA lender paid compensation plan.   

 It is acceptable for the borrower to pay third party charges directly to the 3rd party vendor 
at closing.  The third party charge must be disclosed on the GFE and listed on the HUD-1 
as paid to the vendor and include the vendor’s name.  The closing agent handling the 
closing may require invoices to complete this service.  

  

The one exception to the borrower paying a third party fee directly to the broker is if the 
broker employs a third party processing contractor.  

 Pipeline 
As applicable 

Questions 
If you have any questions, please contact your Wholesale Community Banker. 
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