Compliance & Marketing Info
tate/Jank Understanding Coupons & Credits towards Closing Costs

Coupons and Specials are a staple of marketing campaigns. FSB is not opposed in any way to using this
type of marketing to gain new customers and encourage repeat customers. But we do need to follow
the rules that are in place for this type of marketing and we need to keep this as simple as possible in
the execution of this type of “deal”.

When it comes to compliance, always follow these steps to get your Coupon, Certificate or Special
approved.

1) Your Branch Manager must approve your idea first. When we have a coupon or closing cost
special in place for one person, we truly have it in place for the WHOLE BRANCH! We cannot
exclude any consumer from using this special. This means every LO in this area will be part of
the coupon. This will fall under the Fair Lending Laws which are designed to guarantee the same
lending opportunities for everyone.

2) Once your Branch Manager says yes to your “deal” then it is time for the Regional Sales
Manager to approve. The Regional Sales Manager is making sure the cost we will be giving up
still keeps our return on the loan profitable. If the RSM approves this, then it is time for
compliance to review!

3) Compliance will be really looking at this for the following questions to be answered:

a. Ifyou are using the word FREE in the promotion —is this truly a “free” cost? It will need
to be! The same with a set dollar amount off. We cannot increase the MSA to cover the
cost. The MSA is also in place to meet Fair Lending Laws. If we increase the MSA to
cover our promotion, we really did not offer the consumer anything free or discounted.
This type of situation will be reviewed by auditors and if we are not following our own
promotion, we can get into serious trouble with the agencies as we will not be meeting
UDAAP regulations.

b. For “Free” promotions, if there is a maximum amount that the branch is willing to pay,
then that should also be included in the details of the campaign.

c. If an expiration date is to be set for the promotion, then this must be noted on the
advertising for the campaign, too. It is highly recommended that an expiration date be
set. Example: Eligible Applications must be submitted on or before 6/1/2022 to qualify
for the closing cost discount promotion.

d. Describe in your promotional material how the discount is applied. See the next section
for details from Operations on this!

e. Ifyou are giving a Free Appraisal, will you require the borrower to pay for this if the loan
is withdrawn or denied? Make sure to describe the terms that would apply to this in
your marketing!

f.  When designing your promo material, your campaign must spell out the details clearly!

4) Once you have the campaign and marketing material approved, it is time to execute the loans
that have this promotion attached to them.

a. ALWAYS track your campaigns. You need to know if they are effective or not. If they
are effective, meaning you do get loans and leads from this...then tracking them will

T.Pierce 2/11/2022



prove this and make it that much easier for the next campaign you wish to do to get
approved.

b. Use a promo code to help you track. If you have multiple campaigns through the year,
this will help you identify them in your tracking

c. When entering the discount or “free” amount in the loan, Operations has learned that it
is best to make the discount for a specific fee rather than just closing costs in general. It
is much easier to stay within compliance for the LE when a specific fee is shown as
lender paid. The appraisal, underwriting fee or commitment fee is the recommended
fee for this. However, Credit Report fee is not out of the question, either!

d. Inaddition, discounting closing costs in general and then charging a discount fee is a big
red flag for our investors and auditors. Often, this general closing cost credit is shown
as a Lender Credit, and this will cause us to fail the Investors pricing audit. When this
happens, we end up decreasing our discount and essentially losing more than just the
lender credit. Thus, the need to discount or give a specific cost to the borrower.

5) Finally, FSB wants to be known as the company that honors what we say. If we run a promotion,
we don’t want to look like we are trying to pull people in and then get out of it. It becomes a
reputational issue for us. We want to be the company that takes care of our borrowers and is
known for their honesty in any dealings, campaigns or promotions we offer.

If you need any further guidance on this topic, please contact your Regional Sales Manager. They will be
able to answer your questions or get with our Compliance Team to get detailed answers!
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