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Introduction

Company Name was formed in [Insert Inception Date] for the purpose of establishing a residential mortgage lending company.  The principals of the company are 
	Name
	Title
	Years Experience
	Age

	
	
	
	

	
	
	
	


Business Model – Select One
Net Branch Model

The benefit of a net branch model to the proprietor (operator) is that the start up effort is minimized.  All of the operational aspects of the business are taken care of.  In fact, the proprietor of a net branch is most like a franchisee.  The benefit of net branching to the lender (owner) is that it allows the owner to operate in a wide area with literally no risk of fixed cost investment, as the long term obligations are typically made from the operator.

The owner normally collects an override of 25-50 basis points on gross revenue, or a flat “per loan” fee.  The operators pay all of the branch’s expenses from the remaining net revenue and retain the net profit as income.  The branch manager and all staff are typically employees of the owner.  The net branch company provides accounts payable and payroll support.  Additionally, they may provide direct lending.   The availability of the Direct Endorsement Eagle is also an incentive to participate in a "net branch".  As is typically the case, the operator is at risk for every expense; leases, equipment, licensing fees, etc.  

As is typical among agreements like this, the owner requires a substantial deposit prior to entering into any agreement.  In exchange, the operators receive a list of investors to whom they may sell mortgages.  

Understanding Net Branches

The net branch business arrangement enables the mortgage originator to leverage the resources of a full service lending operation without the headache of running the back-end functions of a mortgage lending infrastructure. Instead of spending thousands of dollars for infrastructure costs, net branches share the costs of the lending infrastructure by paying a portion of transaction revenue to the lending partner. The mortgage industry refers to this partnership as a “Net Branch” 

The Net Branch is defined as a compensation arrangement between a branch partner and a mortgage lender; whereby the lender provides the mortgage lending infrastructure, and the Branch Partner provides the marketing of the mortgage loans. The Branch Partner’s compensation is based a portion of the net profit after the expenses related to operating the branch. Net branch Mortgage lenders may be larger corporations that can offer value added services:

· Group discounts 

· Employee Benefits 

· Marketing Support 

· IT support 

· Exclusive Loan Products 

· Better pricing through aggregating loan volume 
(Provide “Net Branch Operator and Background”)
Correspondent Lending

To become a correspondent mortgage lender, which allows in house underwriting, closing and pricing premiums, Company Name requires the following:

· The minimum net worth requirements to obtain a warehouse line of credit 

· Approval from correspondent investors 

· Banking staff and policies and procedures to manage the warehouse line of credit - the short term financing of mortgage loans 

· Underwriting Staff - policies and procedures

· Closing/Funding Staff – policies and procedures – to prepare closing documents, ship, fund and follow-up on missing documentation 

· Quality control supervisor or third party – following quality control/compliance plan -  to audit loan files for fraud and regulatory compliance. 

Broker to Banker Transition

Requirements – Warehouse Line of Credit

A requirement to be a lender is sufficient lending capital, usually about $2,000,000.  Without this, most lenders obtain a warehouse line of credit, which is an interim, short-term bank line of credit secured by mortgage loans that are ready for sale into the secondary market.  

Selecting a warehouse lender 

Some wholesalers provide warehouse lines of credit for loans which are intended for sale directly to the warehouse lender.  This is an elevation from the broker level of business and is a good first step in understanding the mechanics of warehouse lending, because the wholesaler provides the underwriting, closing and post-closing functions. 

The level of freedom the correspondent has with respect to determining which loans to fund varies with the relative financial strength of the warehouse borrower.  Some warehouse lenders are flexible in their approval of the correspondent, but want to perform a loan level review for each funding, and reserve the right to deny warehouse funds on any loan for any reason.  The more financial strength the warehouse borrower has, the more flexibility the correspondent can expect.  

Requirements for a warehouse line include:
· CPA Audited Financial Statement ($4-25k) 

· $250,000 - $2,000,000 net worth (with net worth over $2mm you don't necessarily need a warehouse line)
· Errors and Omissions Insurance

· Monthly pipeline production of $2-5mm 

· 2-3 Years Mortgage Industry Experience

· Written Quality Control policies and procedures for production through post-closing

Agency – FNMA/FHLMC/GNMA - Approval
· Net Worth (GAAP Audited) of >$1m with liquidity of >$500k sustained for at least 1 year, 
· The specific business entity (not the individual) has been in business >2 years and 
· Origination volume with <25% subprime. 
· $1,000 - $5,000 application fee
You can qualify without Underwriting and Quality Control personnel on staff if you have a qualified 3rd party provider and/or at least 2 personnel capable of underwriting each other’s loans – duties must be separated. 

The origination volume minimums vary from $10mm to $20mm. In addition, liquidity varies from $250k to $500k. This varies because many companies just want the approval for various other programs and do not actively sell/service.  
Lender approval is much simpler when affiliated with a Federally regulated institution, such as a Credit Union that already has financial reviews and controls by another entity of the Federal government.  
Secondary Marketing – Loan Sales and Price Hedging

A hedging strategy is a pricing mechanism where a seller sets the price of a product in the future. Hedging is important because the value of loans changes based on current interest rates.  It protects the lender against changes in interest rates.  In its most simple form, a future delivery price commitment is a “put”.  A call is the option to purchase something at a future price.  No hedging is referred to as “naked” selling, where the price is determined at the time of the sale.  

There are numerous strategies which increase in importance as the dollar amount of loans goes up.  Execution is referred to as the most optimal combination of hedging of future prices and current prices.  Normally, whole loan sales are not required to be hedged as they have a future delivery date and price. 
Servicing vs. Whole Loan Sales

Servicing, is the collecting of monthly payments and remitting the payments for Principal, Interest, taxes and insurance to the lender and other payees.  There is a fee income for this service based on the spread over the required net yield on the individual loan or pool of securities.  
Whole loan sales are normally executed “servicing-released”, which means the correspondent does not collect payments.  Whole loan sales to FNMA or FHLMC may retain servicing.  

Without a loan servicing function, a correspondent must have a third party servicer, or “sub-servicer”, to stand in place in the event monthly payments must be collected.  

Outlook for Current Business

We believe that the business environment is dynamic and constantly changing.  Within this environment there are short and long term growth opportunities. To ensure that the plan captures these opportunities we have analyzed the current market, identified areas where opportunities exist and based our plan on these current assumptions.  The plan is subject to change with market conditions and is not static.

To understand the overall plan, we must understand the current business environment.

Current Business Environment

The mortgage business is rapidly evolving due to a number of internal and external pressures. We need to recognize what is happening to capitalize on these changes.  Opportunities take time to develop.  Once developed, successful concepts are quickly replicated diminishing the returns of innovation.     

Who are the Players?

Small and Mid-size traditional Mortgage Bankers and Finance Companies funding loans on Warehouse Credit Lines and reselling whole loans to established conduits.  Servicing Rights may be retained on Agency (GNMA, FNMA, and FHLMC) Loans.  The business was born on these types of companies that served a specific geographic marketplace, and provided competition to local banks and savings institutions. 

Large, National Mortgage Bankers, who are generally Bank or conglomerate subsidiaries.  The wave of bank mergers precipitated by the Savings and Loan Crisis has resulted in significant consolidation.  The argument for consolidation among bankers is that it creates economies within infrastructure, thereby reducing costs.  The cost savings are extended to the origination of mortgages.

Mortgage Brokers, almost exclusively small, privately owned companies, sell loans to Wholesale Mortgage Bankers or Lenders on a pre-approved basis.  These loans are pre-dominantly “table funded” or closed by the Wholesaler.  

Smaller Banks, Savings Banks, and Credit Unions, originating loans from their existing customers as their only line of business, who may resell the loans or retain them for their portfolio. 

The Changes

Regulatory Climate 

CRA lending requirements have had an reverse impact of their intention.  By offering expanded guidelines and, in some cases, reduced rates, banks have taken a larger portion of loans, which would traditionally have belonged to small to mid-sized mortgage bankers.  

Regulation X and the issue of 3rd party compensation have driven many Mortgage Bankers away from brokered origination.  Risk Based, High Cost lending, is impacted by Regulation X where class Action suits have been filed.  Once thought to be a panacea for finance companies the high cost loan business is being viewed with some trepidation.  The tacit approval of Controlled Business Arrangements, formerly prohibited under this regulation, has sparked the largest change in the mortgage business.   It is common for conglomerates that own real estate firms, relocation or finance companies to pay a referral or marketing fee to a subsidiary. 

The regulatory changes that created Interstate Banking continue to add a component of decreasing price elasticity.  Larger institutions can effectively eliminate price competition through pricing efficiencies of the financial markets. 
Technology

The mortgage business, due to it’s traditionally highly labor-intensive processes, has been slow to adopt technology as a cost efficiency measure.  However, with the advent of automated underwriting (credit scoring), automation is rapidly becoming pervasive.  The benefit of cost-efficiency is offset by a loss of diversity with homogeneity acquiring a premium in the mortgage backed securities markets.   While this has been a disadvantage for traditional mortgage banking firms who have not automated, it does allow the lender to provide an unequaled level of service without a major investment in personnel infrastructure.

Origination Techniques

The largest intangible valuation of any mortgage banking concern is of the ability to originate new business.  Traditionally this has been achieved through a branch network of retail sales and support staff.  With the wave of consolidations in the banking business and the advances in automation, support operations in many firms have been centralized.  In some cases centralization has been achieved with success.  Done incorrectly centralization has destroyed the origination infrastructure.  Centralization has been accomplished with most success on a wholesale business where local representation is not needed. 

Most revolutionary is the increasing percentage of business originated without the direct referral of real estate agents or homebuilders.  In a 1987 survey sponsored by Citicorp Mortgage, 83% of all mortgage referrals were through real estate agents or homebuilders.  In 1997, according to a survey sponsored by the Mortgage Banker’s Association that number had declined to 67%.   Internet loan applications were estimated to be less than 1% of the total number of home loans originated 1997, but the total number was triple the number originated in 1996.   Major lenders such as PHH (Cendant), Prudential, and other have adopted an indirect loan origination strategy through real estate and relocation firms.  

Secondary Market

None of the changes could occur without the advancement of the secondary mortgages market.  It is possible to package and sell anything into large collateralized mortgage obligations.   The ability of institutions to do this adds to the variety of products, which a lender can offer on a servicing retained basis.  

Servicing Rights continue to have a durable added value, particularly when coupon rates approach relative lows, nearly eliminating prepayment risk

Origination Techniques

The Internet is a platform for origination of new loans.  While the Internet is a dominant factor in the exchange of information and for advertising, its’ application as a remote processing vehicle for mortgages has only been scratched.  

With Company Name’s long term plan of providing a full array of financial services, the internet will develop into an intra-net as well as internet based application.

Otherwise, COMPANY NAME will continue to utilize conventional origination techniques

· Direct Solicitation in Markets with a Geographic Presence

· Wholesale Lending for “Credit Rated” Mortgages

· Direct Mail Marketing

Licensing - Implementation Schedule

Initially, Company Name will pursue Residential Mortgage Lending licensing in Maryland, Ohio, Virginia, Pennsylvania and Delaware.

(This chart is based on an Excel Spreadsheet.  Click on the chart to open and adjust the spreadsheet)
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Sources of Funding

A funding mechanism is the way in which the money for a mortgage loan actually comes to the table.  Obviously direct lending is the simplest funding mechanism.  However, there are many funding strategies to select from to on the basis of simplicity, ease of implementation, maximized fee income potential, maximized value and maximum profitability. 

Brokered or Wholesale Lending Mechanism - Loans are originated and processed through existing Automated Underwriting/Direct Underwriting Channels.  This process is referred to as table funding.  The benefits of this mechanism are that it avoids most of the required infrastructure of the traditional mortgage bankers.  While certain customer service personnel are required, the lender doesn’t need to have a processing, underwriting, closing and post-closing staff.  There is no credit, hedging or loan repurchase risk in this protocol.  There is no residual income stream. 

Initial Implementation - to develop a fee income stream from which to support a larger lending agenda.  Initial Correspondent Relationships can be accomplished in a matter of days, resulting in Funding Fee income in weeks.  In addition, fee income can be generated through application, commitment and pre-approval fees

Interim Period - While operating in a table funding mode, approvals are sought for Warehouse Lending Lines of Credit, Federal National Mortgage Association, Federal Home Loan Mortgage Corporation, and various Non-Conforming Conduits - Agency Approval and Small Credit Lines can be negotiated within 3 months.

Automation Integration - each agency and each major table funded wholesale investor has proprietary automated underwriting protocols.  In this interim period, the Internet Interface is being developed along with the platform - consisting primarily of forms, calculators and field delimiters to be interfaced with the automatic underwriting protocols.

Whole Loan Funding Mechanism - A Whole Loan Mechanism makes the transition from allowing the closing documents and funds to be controlled by a remote closing location to being prepared locally by the lender.  The loan is generally prior approved for purchase prior to closing.  Again there is no risk of loan loss, loan repurchase, credit or other hedging risk in this protocol.  The closed loan may be funded on the purchasing lenders warehouse line of credit or the originating lenders line of credit, once established.  

Warehouse Credit Facility - Allows loans to be “stored” for assembly into larger “pools” of mortgages and re-sold as securities.  This requires a capacity for servicing, or collecting and remitting funds from the loan payments to the securities holder.

Servicing Function – While YOUR COMPANY NAME has been funding loans directly and servicing them in-house, this practice has been performed manually to date.  Automated servicing for all loans is required to be in place at the time that Whole Loan Funding is implemented.
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Business Plan

Initially, COMPANY NAME will originate loans directly from its’ offices.  We are projecting growth in origination volume to follow established seasonal and staffing patterns.  
Upon the addition of volume, personnel resources will be directed to enhance the growth opportunity.  In addition, the growth of the Internet platform and the Wholesale Lending group will act to augment origination.  COMPANY NAME will expand its areas of operation to promote efficient service in these areas, but only upon demonstration that there is a viable volume economy of scale.  We expect that there will be a single area that will emerge as the most profitable and conducive to long-term business growth.
Financial Assumptions
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Pro Forma Financial Analysis - Residential Brokered Loan Activity

Income Analysis

January

February

March

April

May

June

July

August

September

October

November

December

Totals

Loan Fees

117,000

    

 

146,250

   

 

195,000

   

 

234,000

  

 

234,000

  

 

234,000

  

 

234,000

  

 

234,000

  

 

146,250

   

 

195,000

   

 

195,000

   

 

146,250

   

 

2,310,750

$           

 

Application Fees

21,600

       

 

27,000

      

 

36,000

      

 

43,200

      

 

43,200

      

 

43,200

      

 

43,200

      

 

43,200

      

 

27,000

      

 

36,000

      

 

36,000

      

 

27,000

      

 

426,600

$                

 

Total

138,600

   

 

173,250

   

 

231,000

   

 

277,200

  

 

277,200

  

 

277,200

  

 

277,200

  

 

277,200

  

 

173,250

   

 

231,000

   

 

231,000

   

 

173,250

   

 

2,737,350

$          

 

Expense Analysis

Rent

1,950

           

 

1,950

           

 

1,950

           

 

1,950

           

 

1,950

           

 

1,950

           

 

1,950

           

 

1,950

           

 

1,950

           

 

1,950

           

 

1,950

           

 

1,950

           

 

23,400

$                    

 

Security Deposit

Bank Charges

50

                    

 

50

                    

 

50

                    

 

50

                    

 

50

                    

 

50

                    

 

50

                    

 

50

                    

 

50

                    

 

50

                    

 

50

                    

 

50

                    

 

600

$                              

 

Licensing

900

                

 

1,125

            

 

1,500

           

 

1,800

           

 

1,800

           

 

1,800

           

 

1,800

           

 

1,800

           

 

1,125

            

 

1,500

           

 

1,500

           

 

1,125

            

 

17,775

$                     

 

Advertising/Printing

1,500

           

 

1,875

           

 

2,500

          

 

3,000

          

 

3,000

          

 

3,000

          

 

3,000

          

 

3,000

          

 

1,875

           

 

2,500

          

 

2,500

          

 

1,875

           

 

29,625

$                    

 

Telephone

135

                 

 

135

                 

 

135

                 

 

180

                 

 

180

                 

 

180

                 

 

180

                 

 

180

                 

 

180

                 

 

180

                 

 

180

                 

 

180

                 

 

2,025

$                        

 

Other Occupancy

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

$                               

 

Office Supplies

300

                

 

375

                

 

500

                

 

600

                

 

600

                

 

600

                

 

600

                

 

600

                

 

375

                

 

500

                

 

500

                

 

375

                

 

5,925

$                        

 

Postage

540

                

 

675

                

 

900

                

 

1,080

           

 

1,080

           

 

1,080

           

 

1,080

           

 

1,080

           

 

675

                

 

900

                

 

900

                

 

675

                

 

10,665

$                     

 

Courier/Federal Express

2,100

           

 

2,625

          

 

3,500

          

 

4,200

          

 

4,200

          

 

4,200

          

 

4,200

          

 

4,200

          

 

2,625

          

 

3,500

          

 

3,500

          

 

2,625

          

 

41,475

$                     

 

Cellular Phones

180

                 

 

180

                 

 

180

                 

 

240

                

 

240

                

 

240

                

 

240

                

 

240

                

 

240

                

 

240

                

 

240

                

 

240

                

 

2,700

$                        

 

Credit Reports

3,600

          

 

4,500

          

 

6,000

          

 

7,200

          

 

7,200

          

 

7,200

          

 

7,200

          

 

7,200

          

 

4,500

          

 

6,000

          

 

6,000

          

 

4,500

          

 

71,100

$                      

 

Appraisals

18,000

       

 

22,500

      

 

30,000

      

 

36,000

      

 

36,000

      

 

36,000

      

 

36,000

      

 

36,000

      

 

22,500

      

 

30,000

      

 

30,000

      

 

22,500

      

 

355,500

$                

 

Customer Refunds

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

                 

 

-

$                               

 

-

$                               

 

Total

29,255

      

 

35,990

      

 

47,215

       

 

56,300

      

 

56,300

      

 

56,300

      

 

56,300

      

 

56,300

      

 

36,095

      

 

47,320

      

 

47,320

      

 

36,095

      

 

560,790

$                

 

Employee Expenses

-

$                               

 

Commissions

39,000

      

 

48,750

      

 

65,000

      

 

78,000

      

 

78,000

      

 

78,000

      

 

78,000

      

 

78,000

      

 

48,750

      

 

65,000

      

 

65,000

      

 

48,750

      

 

770,250

$                

 

FICA

338

                

 

411

                  

 

533

                

 

645

                

 

645

                

 

645

                

 

645

                

 

645

                

 

426

                

 

548

                

 

548

                

 

426

                

 

6,452

$                        

 

Salaries

6,000

          

 

6,000

          

 

6,000

          

 

8,000

          

 

8,000

          

 

8,000

          

 

8,000

          

 

8,000

          

 

8,000

          

 

8,000

          

 

8,000

          

 

8,000

          

 

90,000

$                    

 

Health Insurance

525

                

 

525

                

 

525

                

 

700

                

 

700

                

 

700

                

 

700

                

 

700

                

 

700

                

 

700

                

 

700

                

 

700

                

 

7,875

$                        

 

Temporary Help

-

$                               

 

Total Employee Expense

45,863

      

 

55,686

      

 

72,058

      

 

87,345

      

 

87,345

      

 

87,345

      

 

87,345

      

 

87,345

      

 

57,876

      

 

74,248

      

 

74,248

      

 

57,876

      

 

874,577

$                

 

Net Profit

63,483

      

 

81,574

       

 

111,728

     

 

133,555

   

 

133,555

   

 

133,555

   

 

133,555

   

 

133,555

   

 

79,279

      

 

109,433

   

 

109,433

   

 

79,279

      

 

1,301,983

$            

 

Number of Loans

60

                    

 

75

                    

 

100

                 

 

120

                 

 

120

                 

 

120

                 

 

120

                 

 

120

                 

 

75

                    

 

100

                 

 

100

                 

 

75

                    

 

1,185

                              

 

Loans Per Employee

40

                    

 

40

                    

 

40

                    

 

40

                    

 

40

                    

 

40

                    

 

40

                    

 

40

                    

 

40

                    

 

40

                    

 

40

                    

 

40

                    

 

Number of Employees

3

                        

 

3

                        

 

3

                        

 

4

                        

 

4

                        

 

4

                        

 

4

                        

 

4

                        

 

4

                        

 

4

                        

 

4

                        

 

4

                        

 

Average Loan

130,000

   

 

130,000

   

 

130,000

   

 

130,000

   

 

130,000

   

 

130,000

   

 

130,000

   

 

130,000

   

 

130,000

   

 

130,000

   

 

130,000

   

 

130,000

   

 


This scenario does not treat originators as employees for the purposes of cost reconciliation.  In addition, employees are added here but may be used for other cost centers as appropriate.  In addition, we are treating fee income the same as sale of servicing as the transition from brokered loans to whole loan and serviced loan is made.  The simple expense analysis is enhanced by a per loan income analysis in the warehouse loan model.

Transition to Warehouse Lending

This analysis is to assure accurate cash projections are made relative to warehouse funding requirements.  In a discounted rate environment with an aggressive Warehouse Lending arrangement, the need for significant cash to operate a credit facility is negligible.  However, in an above par or refinance environment the need for cash is magnified.

[image: image4.wmf]Loan Funding Worksheet - Whole Loan Sale Cash Required 

Loan Amount

150,000.00

$    

 

Warehouse Advance %

95.00

Discount Points

2.000

Max Advance Amount

146,062.50

$  

 

Loan Sale Pricing

102.500

Days on Line

30

Interest Rate

9.250%

Warehouse Interest Rate

10.25%

Funding Requirements

Loan Sale 

Loan Amount

150,000.00

$    

 

Loan Sale Proceeds

153,750.00

$  

 

Less

Underwriting

(275.00)

$         

 

Curtail Warehouse

(142,887.95)

$ 

 

Doc Prep

(125.00)

$         

 

Warehouse Fees

175.00

$         

 

Per Diem Interest

(1,156.25)

$      

 

Interest Expense

1,247.62

$      

 

Tax Service

(72.00)

$           

 

Loan Funding

100.00

$         

 

Discount/Origination

(3,000.00)

$      

 

Wire Fees

42.00

$          

 

Escrows

(2,500.00)

$      

 

Underwriting

(175.00)

$        

 

Net Credit Report

41.20

$            

 

Document Prep

(250.00)

$        

 

Net Appraisal

(25.00)

$           

 

Other

-

$              

 

Net Funding Requirement

142,887.95

$    

 

Net Proceeds

12,001.67

$    

 

Maximum Warehouse Loan

146,062.50

$    

 

Secondary (Gain)/Loss

(3,750.00)

$     

 

Funding Shortfall/(Surplus)

(3,174.55)

$      

 

[image: image5.wmf]Loan Funding Worksheet - Whole Loan Sale Cash Requirements (B)

Loan Amount

150,000.00

$      

 

Warehouse Advance %

95.00

%

Discount Points

0.000

Max Advance Amount

143,925.00

$     

 

Loan Sale Pricing

101.000

Days on Line

30

Interest Rate

7.500%

Warehouse Interest Rate

10.25%

Funding Requirements

Loan Sale 

Loan Amount

150,000.00

$      

 

Loan Sale Proceeds

151,500.00

$     

 

Less

Underwriting

(275.00)

$           

 

Curtail Warehouse

(143,925.00)

$    

 

Doc Prep

(125.00)

$           

 

Warehouse Fees

175.00

$           

 

Per Diem Interest

(937.50)

$           

 

Interest Expense

1,229.36

$        

 

Tax Service

(72.00)

$             

 

Loan Funding

100.00

$           

 

Discount/Origination

-

$                 

 

Wire Fees

42.00

$             

 

Escrows

(2,500.00)

$        

 

Underwriting

(175.00)

$          

 

Net Credit Report

41.20

$              

 

Document Prep

(250.00)

$          

 

Net Appraisal

(25.00)

$             

 

Other

-

$                

 

Net Funding Requirement

146,106.70

$      

 

Net Proceeds

8,696.36

$        

 

Maximum Warehouse Loan

143,925.00

$      

 

Secondary (Gain)/Loss

(1,500.00)

$       

 

Funding Shortfall/(Surplus)

2,181.70

$         
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Loan Amount

150,000.00

$    

 

Warehouse Advance %

95.00

Discount Points

2.000

Max Advance Amount

146,062.50

$  

 

Loan Sale Pricing

102.500

Days on Line

30

Interest Rate

9.250%

Warehouse Interest Rate

10.25%

Funding Requirements

Loan Sale 

Loan Amount

150,000.00

$    

 

Loan Sale Proceeds

153,750.00

$  

 

Less

Underwriting

(275.00)

$         

 

Curtail Warehouse

(142,887.95)

$ 

 

Doc Prep

(125.00)

$         

 

Warehouse Fees

175.00

$         

 

Per Diem Interest

(1,156.25)

$      

 

Interest Expense

1,247.62

$      

 

Tax Service

(72.00)

$           

 

Loan Funding

100.00

$         

 

Discount/Origination

(3,000.00)

$      

 

Wire Fees

42.00

$          

 

Escrows

(2,500.00)

$      

 

Underwriting

(175.00)

$        

 

Net Credit Report

41.20

$            

 

Document Prep

(250.00)

$        

 

Net Appraisal

(25.00)

$           

 

Other

-

$              

 

Net Funding Requirement

142,887.95

$    

 

Net Proceeds

12,001.67

$    

 

Maximum Warehouse Loan

146,062.50

$    
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Loan Sale Proceeds
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Net Funding Requirement
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		State		Completion Date
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Sheet1

		Loan Funding Worksheet - Whole Loan Sale Cash Required

		Loan Amount				$   150,000.00				Warehouse Advance %		95.00		%

		Discount Points				2.000				Max Advance Amount		$   146,062.50

		Loan Sale Pricing				102.500				Days on Line		30

		Interest Rate				9.250%				Warehouse Interest Rate		10.25%

		Funding Requirements								Loan Sale

		Loan Amount				$   150,000.00				Loan Sale Proceeds		$   153,750.00

		Less		Underwriting		$   (275.00)				Curtail Warehouse		$   (142,887.95)

				Doc Prep		$   (125.00)				Warehouse Fees		$   175.00

				Per Diem Interest		$   (1,156.25)				Interest Expense		$   1,247.62

				Tax Service		$   (72.00)				Loan Funding		$   100.00

				Discount/Origination		$   (3,000.00)				Wire Fees		$   42.00

				Escrows		$   (2,500.00)				Underwriting		$   (175.00)

				Net Credit Report		$   41.20				Document Prep		$   (250.00)

				Net Appraisal		$   (25.00)				Other		$   - 0

		Net Funding Requirement				$   142,887.95				Net Proceeds		$   12,001.67

		Maximum Warehouse Loan				$   146,062.50				Secondary (Gain)/Loss		$   (3,750.00)

		Funding Shortfall/(Surplus)				$   (3,174.55)
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Sheet1

		Loan Funding Worksheet - Whole Loan Sale Cash Requirements (B)

		Loan Amount				$   150,000.00				Warehouse Advance %		95.00		%

		Discount Points				0.000				Max Advance Amount		$   143,925.00

		Loan Sale Pricing				101.000				Days on Line		30

		Interest Rate				7.500%				Warehouse Interest Rate		10.25%

		Funding Requirements								Loan Sale

		Loan Amount				$   150,000.00				Loan Sale Proceeds		$   151,500.00

		Less		Underwriting		$   (275.00)				Curtail Warehouse		$   (143,925.00)

				Doc Prep		$   (125.00)				Warehouse Fees		$   175.00

				Per Diem Interest		$   (937.50)				Interest Expense		$   1,229.36

				Tax Service		$   (72.00)				Loan Funding		$   100.00

				Discount/Origination		$   - 0				Wire Fees		$   42.00

				Escrows		$   (2,500.00)				Underwriting		$   (175.00)

				Net Credit Report		$   41.20				Document Prep		$   (250.00)

				Net Appraisal		$   (25.00)				Other		$   - 0

		Net Funding Requirement				$   146,106.70				Net Proceeds		$   8,696.36

		Maximum Warehouse Loan				$   143,925.00				Secondary (Gain)/Loss		$   (1,500.00)

		Funding Shortfall/(Surplus)				$   2,181.70
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		Company Name

		Pro Forma Financial Analysis - Residential Brokered Loan Activity

		Income Analysis

				January		February		March		April		May		June		July		August		September		October		November		December		Totals

		Loan Fees		117,000		146,250		195,000		234,000		234,000		234,000		234,000		234,000		146,250		195,000		195,000		146,250		$   2,310,750

		Application Fees		21,600		27,000		36,000		43,200		43,200		43,200		43,200		43,200		27,000		36,000		36,000		27,000		$   426,600

		Total		138,600		173,250		231,000		277,200		277,200		277,200		277,200		277,200		173,250		231,000		231,000		173,250		$   2,737,350

		Expense Analysis

		Rent		1,950		1,950		1,950		1,950		1,950		1,950		1,950		1,950		1,950		1,950		1,950		1,950		$   23,400

		Security Deposit

		Bank Charges		50		50		50		50		50		50		50		50		50		50		50		50		$   600

		Licensing		900		1,125		1,500		1,800		1,800		1,800		1,800		1,800		1,125		1,500		1,500		1,125		$   17,775

		Advertising/Printing		1,500		1,875		2,500		3,000		3,000		3,000		3,000		3,000		1,875		2,500		2,500		1,875		$   29,625

		Telephone		135		135		135		180		180		180		180		180		180		180		180		180		$   2,025

		Other Occupancy		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		$   - 0

		Office Supplies		300		375		500		600		600		600		600		600		375		500		500		375		$   5,925

		Postage		540		675		900		1,080		1,080		1,080		1,080		1,080		675		900		900		675		$   10,665

		Courier/Federal Express		2,100		2,625		3,500		4,200		4,200		4,200		4,200		4,200		2,625		3,500		3,500		2,625		$   41,475

		Cellular Phones		180		180		180		240		240		240		240		240		240		240		240		240		$   2,700

		Credit Reports		3,600		4,500		6,000		7,200		7,200		7,200		7,200		7,200		4,500		6,000		6,000		4,500		$   71,100

		Appraisals		18,000		22,500		30,000		36,000		36,000		36,000		36,000		36,000		22,500		30,000		30,000		22,500		$   355,500

		Customer Refunds		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		- 0		$   - 0

																												$   - 0

		Total		29,255		35,990		47,215		56,300		56,300		56,300		56,300		56,300		36,095		47,320		47,320		36,095		$   560,790

		Employee Expenses																										$   - 0

		Commissions		39,000		48,750		65,000		78,000		78,000		78,000		78,000		78,000		48,750		65,000		65,000		48,750		$   770,250

		FICA		338		411		533		645		645		645		645		645		426		548		548		426		$   6,452

		Salaries		6,000		6,000		6,000		8,000		8,000		8,000		8,000		8,000		8,000		8,000		8,000		8,000		$   90,000

		Health Insurance		525		525		525		700		700		700		700		700		700		700		700		700		$   7,875

		Temporary Help																										$   - 0

		Total Employee Expense		45,863		55,686		72,058		87,345		87,345		87,345		87,345		87,345		57,876		74,248		74,248		57,876		$   874,577

		Net Profit		63,483		81,574		111,728		133,555		133,555		133,555		133,555		133,555		79,279		109,433		109,433		79,279		$   1,301,983

		Number of Loans		60		75		100		120		120		120		120		120		75		100		100		75		1,185

		Loans Per Employee		40		40		40		40		40		40		40		40		40		40		40		40

		Number of Employees		3		3		3		4		4		4		4		4		4		4		4		4

		Average Loan		130,000		130,000		130,000		130,000		130,000		130,000		130,000		130,000		130,000		130,000		130,000		130,000
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		Function		Targeted Implementation Date

		Brokered Loan/Wholesale Funding		May-99

		Whole Loan Funding		Oct-99

		FHLMC Approval		Oct-99

		FHA Approval		Jun-99

		Warehouse Credit Facilties		Jun-99






