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Mortgage Final Review 
 
General Portion: 
 
1. When obtaining permanent financing as a construction loan is finished, what requirement 

does FNMA/FHLMC have regarding ownership of the lot? 
 A.  No additional requirement 
 B.  The borrower must hold title to the lot prior to the granting of the loan 
 C. Seller must hold title to lot until entire property is granted 
 D. FNMA requires borrower to hold title prior to granting, FHLMC does not 
 
2. How is priority of liens or loans established?  
 A. The loan with the largest principal 
 B. Mechanic’s liens are always first in line, regardless of time 
 C. First recorded/first in time, first in line 
 D. Always the loan called the “First Mortgage” 
 
3. How is priority of liens or loans established? 
 A. Time 
 B. Importance 
 C. Amount of lien or loan 
 D. Choice of the property owner 
 
4. According to RESPA, the borrower must be given the Servicing Disclosure Statement within 

how many days from the time the 1003 is completed and a property attached? 
 A. Immediately 
 B. 3 days 
 C. 7 days 
 D. 6 days 
 
5. Which of these would NOT affect the monthly payment on a fixed-rate loan which was 

originated with PMI? 
 A. Increase in property taxes 
 B. Increase in hazard insurance premium 
 C. Change in the interest rate 
 D. Decrease in the assessed value of the property 
 
6. FHA loan limits are set on the basis of what geographical area? 
 A. National 
 B. State 
 C. County 
 D. Neighborhood 
 
  



2 
 

7. A residual income analysis would be required for which of these loan types? 
 A. Jumbo 
 B. VA 
 C. FHA 
 D. Conventional 
 
8. What should loan officers do if they suspect the social security number given on an 

application is incorrect? 
 A. Contact the Social Security Administration and verify it 
 B. Don’t worry about it, FHA does the check 
 C. Don’t sweat it, HUD will do the verification 
 D. Give the borrower 5 days to provide verification 
 
9. In the case of an FHA loan, which of the following forms of a gift is NOT allowed? 
 A. The seller gifts the down payment 
 B. A gift from an aunt and/or uncle 
 C. A gift from a grandmother 
 D. An employer gift which does not have to be repaid 
 
10. Under what circumstance can an FHA loan be assumed? 
 A. When the seller indemnifies the lender against default 
 B. When the buyer signs a release document 
 C. FHA loans cannot be assumed under any circumstance 
 D. When the loan documents say it can be assumed 
 
11. Which of the following would NOT be acceptable as a down payment on a conventional 

loan? 
 A. Unverifiable cash on hand 
 B. Bonus from an employer that does not have to be repaid 
 C. Secured loan 
 D. Sale of an asset 
 
12. Does unverifiable cash work on an FHA loan? 
 A. Yes 
 B. No 
 C. Maybe 
 D. Only on Tuesdays 
 
13. Which of these loan types require a funding fee? 
 A. Conventional 
 B. Subprime 
 C. FHA 
 D. VA 
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14. An ARM disclosure must be provided: 
 A. only if the rate increases more than 5% per year 
 B. only if the rate decreases by 5% per year 
 C. only if a Treasury bill rate is used as the index 
 D. if there will be rate changes at any time during the term of the loan 
 
15. Which of the following would NOT be used when computing the adjustment on an ARM?  
 A. Margin 
 B. Lifetime Cap 
 C. APR 
 D. Index 
 
16. A discount point is calculated based on which of the following? 
 A. The loan amount 
 B. The purchase price 
 C. The loan amount plus the mortgage insurance 
 D. The first year’s interest rate 
 
17. A conforming FNMA/FHLMC loan can be paid off without penalty: 
 A. as stated in the note 
 B. after three years 
 C. Any time 
 D. When the LTV is 80% or less 
 
18. Which of the following circumstances would require the Yield Spread Premium (YSP) to be 

disclosed? 
 A. When the mortgage broker is not closing under their company’s name 
 B. Always, without exception 
 C. If the YSP is more than .875% over the par interest rate 
 D. When the loan is closed under the issuing broker’s name 
 
19. FNMA can best be described as: 
 A. a government owned and controlled organization that oversees FHA and VA loans 
 B. a government owned organization that approves loans to be purchased from member 

banks 
 C. a privately owned corporation that exclusively participates in mortgage backed securities 
 D. a privately owned corporation regulated by the government 
 
20. FHMLC can best be characterized as: 
 A. a quasi-government, federally sponsored organization that is privately owned 
 B. a government owned organization that approves loans to be purchased from member 

banks 
 C. a privately owned corporation that exclusively participates in mortgage backed securities 
 D. a government owned and controlled organization that oversee FHA and VA loans 
 
21. The conforming loan limit for FNMA and FHLMC is $____________________. 
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22. If a loan amount exceeds the limit for a conforming loan, it is considered to be a: 
 A. subprime loan 
 B. jumbo loan 
 C. suspended loan 
 D. conforming loan 
 
23. Which of the following is the most effective appraisal approach for an owner-occupied, 
 single family residence? 
 A. Cost approach 
 B. Comparison approach 
 C. Capitalization approach 
 D. Gross rent multiplier approach 
 
24. As a general rule, FNMA guidelines will allow a comparable to be: 
 A.  listed, but not sold 
 B. under contract, but not closed 
 C. a recent foreclosure sale 
 D. similar homes, recently sold, in close proximity to the subject property 
 
25. What does the acronym MIP stand for and who uses it? 
 A. Men In Plaid used by the VA 
 B. Mortgage Issuance Partnership used by local municipalities 
 C. Mortgage Insurance Premium used by the FHA 
 D. There is no such acronym used by any government entity 
 
26. Which of the following would require mortgage insurance? 
 A. 1st Mortgage of 80% + 2nd Mortgage of 15% 
 B. 1st Mortgage of 81% + 2nd Mortgage of 9% 
 C. 1st Mortgage of 60% + 2nd Mortgage of 17% 
 D. 1st Mortgage of 75%  
 
27. Who does Mortgage Insurance protect and when does this protection take effect? 
 A. It protects the borrower any time a payment is missed 
 B. It protects the lender in the event of foreclosure 
 C. It protects the title company when signature fraud is found 
 D. It protects the seller in the event the buyer/borrower defaults on a seller finance note 
 
28. If Mortgage Insurance doesn’t protect the borrower, why do people get FHA loans? 
 A. Better interest rates 
 B. Lower down payment requirement 
 C. Pays benefits in case of death 
 D. Lower title insurance costs 
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29. The UFMIP on an FHA loan is: 
 A. 1.5% 
 B. 2.2% for those in active duty 
 C. 2.4% for national guard/reservists 
 D. 3.3% for any subsequent loan 
 
30. When the property is in a flood plain, flood insurance will have to be in effect: 
 A. until the LTV reaches below 80% 
 B. until the LTV reaches 50% or lower 
 C. for a minimum of 10 years 
 D. for the life of the loan 
 
31. If hazard insurance lapses, the lender will: 
 A. force-place insurance 
 B. require special mortgage insurance 
 C. require E & O insurance 
 D. require an umbrella policy 
 
32. Endorsements do NOT include: 
 A. liens 
 B. environmental 
 C. encroachments 
 D. correct address 
 
33. At what LTV is a lender required to automatically remove mortgage insurance? 
 A. The lender is never required to automatically remove mortgage insurance 
 B. When the LTV is 78% of the greater of the purchase price or the appraisal 
 C. When the LTV is 78% of the lesser of the purchase price or the appraisal 
 D. When the LTV is 80% of the greater of the purchase price or the appraisal 
 
34. What is the main purpose of title insurance? 
 A. Protect the consumer from unknown claims against the title 
 B. Provide a chain of title 
 C. Ensure that there are no encumbrances on the property 
 D. Protect against boundary disputes 
 
35. In a residential transaction, under what circumstance would a HUD-1 settlement form NOT 
 be required? 
 A. 100% seller financing 
 B. Use of subprime loan 
 C. Use of VA loan 
 D. Use of FHA loan 
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36. What is the purpose of the HUD-1 settlement form? 
 A. To show commissions to the real estate agents 
 B. To account for the Yield Spread Premium charged to the borrower 
 C. To account for all monies in the transaction to and from both buyer and seller 
 D. To account for all monies in the transaction to and from only the buyer 
 
37. What is the penalty for violating the kickbacks section of RESPA? 
 A. $5,000 fine and/or no prison time 
 B. $10,000 fine and/or 1 year in prison 
 C. $10,000 fine and/or 3 years in prison 
 D. $50,000 fine and/or 5 years in prison 
 
38. According to RESPA, where must the Yield Spread Premium (YSP) be disclosed? 
 A. TIL disclosure/Regulation Z 
 B. Good Faith Estimate (GFE) 
 C. APR calculation 
 D. Notice of right to cancel 
 
39. Which of the following would be illegal under the RESPA Act? 
 A. Charge the exactly the cost of the appraisal 
 B. Pay a real estate agent for a client 
 C. Charge a fee for a direct cost of the loan 
 D. Charge a fee over the cost of the credit report 
 
40. RESPA requires which of these to be given to the borrower? 
 A. Lead based paint disclosure 
 B. Right of rescission 
 C. Settlement booklet 
 D. Annual Percentage Rate 
 
41. RESPA requires an escrow statement to be provided to the borrower: 
 A. 30 days before the end of the computation year 
 B. 15 days before the end of the computation year 
 C. 10 days before the end of the computation year 
 D. annually 
 
42. RESPA aggregate escrow limits allow the servicer to hold: 
 A. up to 2 months taxes and insurance 
 B. only 1 month taxes and insurance 
 C. 1% of the entire principal balance can be maintained in the account 
 D. up to 3 months taxes and insurance plus a $100 cushion 
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43. How many days advance notice is the lender required to provide to the mortgagor before 
 the transfer of servicing of a loan? 
 A. 10 
 B. 15 
 C. 30 
 D. 45 
 
44. If a lender understates the APR by 50 basis points, what must be done? 
 A. Re-close the transaction 
 B. Close at the lower rate 
 C. No action is necessary 
 D. Prepare a new document and re-disclose 
 
45. If a lender failed to disclose the Right of Rescission rule, how long after the borrower 
 discovers the rule do they have to terminate the loan? 
 A. 6 months 
 B. 3 years 
 C. 3 months 
 D. None of the above 
 
46. What legislation outlines the rules for disclosing the Right of Rescission? 
 A. Truth In Lending/Regulation Z 
 B. Equal Credit Opportunity Act 
 C. RESPA 
 D. Home Mortgage Disclosure Act 
 
47. Which of the items below are NOT calculated as part of the APR? 
 A. Real estate commission 
 B. Fixed interest rate 
 C. Origination fee 
 D. Discount points 
 
48. Which of these would NOT appear on the TIL disclosure form? 
 A. Discount points 
 B. Total amount financed 
 C. Total payment in the loan 
 D. Finance charge 
 
49. Identify each of the following as part of Truth in Lending (TIL) or RESPA: 
 A. Called Regulation Z      TIL  or  RESPA 
 B. APR        TIL  or  RESPA 
 C. Booklet “Settlement Costs and You”    TIL  or  RESPA 
 D. 3 day Right of Rescission     TIL  or  RESPA 
 E. Trigger Terms       TIL  or  RESPA 
 F. Good Faith Estimate (GFE)     TIL  or  RESPA 
 G. Settlement statement available 24 hours before closing TIL  or  RESPA 
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50. In a face-to-face application, if the borrower does not respond to the “government monitoring 
 section”, the loan officer should: 
 A. leave the section blank 
 B. write: “Does not wish to furnish information” 
 C. perform additional research and fill in the information 
 D. fill in the information based on observation and surname 
 
51. When can a loan officer refuse to accept a loan application? 
 A. The lender doesn’t think the appraisal will be high enough 
 B. The applicant’s information appears fraudulent 
 C. The property is in an area where the lender won’t lend 
 D. The applicant refuses to disclose their race and/or marital status 
 
52. The federal regulation that requires lenders to disclose the number of closings of mortgage 
 loans and their dollar amount by geographic area is: 
 A. FCRA 
 B. HMDA 
 C. ECOA 
 D. Regulation Z 
 
53. An underwriter wants to view a history of title changes in order to: 
 A. verify boundaries 
 B. discover the possibility of flipping 
 C. verify any environmental issues 
 D. comply with HOEPA 
 
54. If fraud is discovered by a servicing lender, which of the following is LEAST likely to 
 happen? 
 A. The note is called due 
 B. Originating lender does a buyback 
 C. The borrower will receive a rate increase 
 D. The originating lender will return any premium fees 
 
55. Which of these is NOT used to compute a front-end ratio? 
 A. Mortgage Insurance 
 B. Hazard Insurance 
 C. Principal & Interest 
 D. Utilities 
 
56. Which of the following would be used to compute a debt ratio? 
 A. Car payment 
 B. Medical insurance premiums 
 C. Contractual cell phone payment 
 D. Utilities 
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57. A potential borrower, who is paid by commission, applies for a loan. What would a loan  
 originator use to qualify this person? 
 A. W-2 minus the 2034 
 B. W-2 and the Schedule C 
 C. Adjusted Gross Income from form 1040 
 D. W-2 minus the 2106 
 
58. A self-employed business owner applying for a loan would have to provide business tax 
 returns unless: 
 A. s/he owns 100% of the business 
 B. s/he owns 50% of the business 
 C. s/he owns less than 25% of the business 
 D. s/he owns at least 30% of the business 
 
59. On an FHA or FNMA loan for a self-employed individual, what is the most important 
 number the loan originator will look at? 
 A. Adjusted Gross Income on form 1040 
 B. Schedule C net income 
 C. W-2 form 
 D. Total wages, tips, and taxable on Schedule 1040 
 
60. According to the Equal Credit Opportunity Act or Reg. B, which of the following would be 
 appropriate? 
 A. Asking about the number of children in the family 
 B. Asking if the applicant is married 
 C. Asking about alimony or child support if the borrower has disclosed it as income 
 D. Referring to the borrowers as husband and wife 
 
61. The “Privacy Act”  allows the lender to: 
 A. share application information only within the parent company 
 B. share applicant information only if no fee is received 
 C. sell applicant information only to affiliated entities 
 D. sell applicant information only with applicant’s permission 
 
62. Form 1008 is a(n): 
 A. FHA loan application 
 B. transmittal summary 
 C. FNMA/FHLMC loan application 
 D. underwriter request for more information 
 
63. Some investors are getting a FHLMC loan, though none of them will occupy the fourplex. 
 What special requirement will FHLMC likely impose? 
 A. Rents must exceed the mortgage payment 
 B. Rent must be less than the mortgage payment 
 C. They must have a reserve of 6 mo. PITI 
 D. Payment may not exceed more than 20% of borrowers’ total income 
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64. When an FHA loan is manually underwritten, what are the qualifying ratios? 
 A. 50/50 
 B. 31/43 
 C. 41/29 
 D. 38/36 
 
65. One of the borrowers can’t be present at settlement. Which of the following can be used? 
 A. Have the borrower who is present sign for both 
 B. Have the missing borrower give approval by phone 
 C. Have the absent borrower give the present borrower a specific power of attorney 
 D. Have the absent borrower sign and fax the documents 
 
66. When a trust deed is recorded: 
 A. verification of signatures is complete 
 B. ownership is conveyed 
 C. a lien is released 
 D. a lien is created 
 
67. A Note is in reference to ____________, whereas a Trust Deed is in reference to the 

____________. 
 A. collateral, money 
 B. money, collateral 
 
68. Under what circumstances can a lender fill in a purchase contract? 
 A. With permission of the real estate agent 
 B. The sale is an all cash deal 
 C. The property is a “for sale by owner” deal 
 D. Never 
 
69. Which of the following is NOT a party to a Trust Deed? 
 A. Trustor 
 B. Attorney In Fact 
 C. Trustee 
 D. Beneficiary 
  



11 
 

Utah Law: 
 
1. Lenders are regulated by: 
 A. Utah Real Estate Division 
 B. Utah Mortgage Division 
 C. Utah Tax Commission 
 D. Utah Licensing Division 
 
2. If, in a transaction, a person is functioning as a loan officer, what other professional services 

may they also provide? 
 A. Real Estate Agent 
 B. Appraiser 
 C. General Contractor 
 D. Only a Loan Officer 
 
3. According to Utah Law, a residential mortgage loan can be secured by any of the following 

EXCEPT: 
 A. Mortgage 
 B. Deed of Trust 
 C. Promissory Note 
 D. Lien Interest 
 
4. Is it illegal to be actively licensed as a loan officer, appraiser, title officer, real estate agent, 

and/or general contractor at the same time? 
 A. Yes 
 B. No 
 C. This must be the right answer because it is the longest and it is “C” 
 D. Only on the weekend 
 
5. A group of non-government employees organized to guide the mortgage industry is called 

the: 
 A. Residential Mortgage Regulatory Commission 
 B. Real Estate Commission 
 C. Real Estate Mortgage & Appraisal Commission 
 D. Mortgage Lending & Brokerage Commission 
 
6. According to Utah Law, “closed end loan” means: 
 A. a loan with an open end as tot eh amount borrowed, but does not allow for additional 

collateral to be required at a later date 
 B. a loan that has been “closed” and is in effect, but no collateral has yet been determined 
 C. a loan that has a fixed interest rate that cannot be changed if the principal of the loan is 

increased at a future date 
 D. a loan with a fixed amount borrowed and does not permit additional borrowing secured 

by the same collateral 
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7. According to Utah Law, a dwelling if used as a residence, could include any of the following 
EXCEPT a: 

 A. recreational vehicle 
 B. condominium 
 C. manufactured home 
 D. cooperative unit 
 
8. Under Utah Law, electronic record keeping is acceptable if: 
 A. an electronic back-up is maintained on a separate drive 
 B. they are retrievable in a perceivable form 
 C. back-up records are kept in a fire-proof container 
 D. Electronic records are never acceptable 
 
9. Loan officers can only influence the judgment of an appraiser under the following 

circumstance: 
 A. When receiving compensation from a client for the specific purpose of raising or 

lowering the appraiser’s conclusion 
 B. When a change is necessary to make it possible for a borrower to qualify for the loan 
 C. If the client needs an inflated value declared by the appraisal to complete the transaction 
 D. If they want to lose their license or go to jail 
 
10. The Mortgage Commission, with concurrence of the Director, can impose which of the 

following penalties for violations of statutes or regulations? 
 A. $2,500 per violation 
 B. A maximum of $5,000, regardless of the number of violations 
 C. They are NOT authorized to levy monetary penalties 
 D. $500 per violation 
 
11. With the concurrence of the Director, the Mortgage Commission can do any of the following 

EXCEPT: 
 A. deny renewal of the violator’s license. 
 B. suspend the violator’s license. 
 C. imprison the violator for no more than 30 days 
 D. revoke the violator’s license 
 
12. The Mortgage Commission is required to meet at least: 
 A. annually. 
 B. semi-annually. 
 C. quarterly. 
 D. monthly. 
 
13. How many members are in the Mortgage Commission? 
 A. 5 
 B. 3 
 C. 7 
 D. 11 
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14. What is the continuing education requirement to renew a mortgage license? 
 A. 14 hours every two years 
 B. 6 hours per year 
 C. 12 hours every two years 
 D. 15 hours per year 
 
15. Which of the following, involving moral turpitude, does NOT require the agent to notify the 

Division? 
 A. Personal or business bankruptcy 
 B. Conviction of felony or misdemeanor 
 C. Plea in abeyance 
 D. Audit or investigation by a federal or state agency 
 
16. To whom is a licensed loan officer required, by law, to show their license? 
 A. Real estate agent 
 B. Appraiser 
 C. Title officer 
 D. Borrower 
 
17. When telling a potential borrower about a loan program, which of the following individuals, 

involved with the loan, must be licensed? 
 A. Bank affiliate 
 B. Underwriter 
 C. Telemarketer paid hourly 
 D. Bank officer 
 
18. If the background check on an applicant for a license showed s/he failed to accurately 

disclose a criminal history, the license would be: 
 A. suspended until further notice 
 B. put on probation until a hearing can be held 
 C. revoked and the license fined $2,500 
 D. immediately & automatically revoked 
 
19. Once granted, a license is good for: 
 A. two years 
 B. three years which can be extended by as much as one year to maintain or change a 

renewal period 
 C. five years so long as the licensee hasn’t been guilty of violation of statutes, administrative 

rules & regulations or moral turpitude 
 D. four years after which the licensee must retest to renew the license 
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20. If a license is not renewed by the expiration date, during the next 30 days, in order to 
reinstate the licensee must: 

 A. meet the basic requirements, since the 30 days is a grace period 
 B. pay the renewal fee plus a late fee 
 C. pay a renewal fee, a late fee, and verify CE 
 D. pay a renewal fee, a late fee, and verify CE, plus an additional 12 hours of CE 
 
21. If a license is renewed between on month late and six months late, reinstatement will require: 
 A. meet the basic requirements, since the 30 days is a grace period 
 B. pay the renewal fee plus a late fee 
 C. pay a renewal fee, a late fee, and verify CE 
 D. pay a renewal fee, a late fee, and verify CE, plus an additional 12 hours of CE 
 
22. Does an omission, when transacting the business of a residential mortgage, always qualify as 

fraud? 
 A. Yes, if the omission was a significant fact 
 B. Only if the omission constitutes dishonesty, fraud, or misrepresentation 
 C. Yes, all omissions are common and not considered illegal 
 D. No. It is the responsibility of the client to discover omissions since they are passive rather 

than overt 
 
23. If one’s license is revoked, how long must they wait to reapply? 
 A. They can never reapply 
 B. One year 
 C. Three years 
 D. Five years 
 
24. Which of the following are exempt from the Mortgage Lending & Servicing Act? 
 A. Large companies with 20 or more loan officers 
 B. Small mortgage companies with 5 or fewer loan officers 
 C. Bona fide nonprofit corporations 
 D. No one in the mortgage business is exempt 
 
25. Before accepting a deposit or fee from an applicant, a mortgage lender or broker must have a 

written statement signed by the applicant stating: 
 A. the applicant understands that all collected funds for deposits will be kept in an interest-

bearing account 
 B. whether or not the deposit is refundable, and describing the conditions under which all or 

a portion of the deposit will be refunded 
 C. all deposits given at the time of application are not refundable 
 D. all deposits are to be kept in an escrow account, separate from the lender with whom the 

applicant is applying 
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26. When a written application for a mortgage is received, loan officers and brokers are required 
 to give written notice of all the following EXCEPT: 
 A. that the interest rate may change any time prior to closing 
 B. the mortgage loan may be sold or assigned 
 C. the servicing of the mortgage may be assigned 
 D. the mortgage loan will not necessarily be held or serviced by the lender which originates 

it. 
 
27. Which of the following is NOT specifically listed in the rules to have representation on the 
 Residential Mortgage Regulatory Commission? 
 A. Someone with three years residential mortgage experience 
 B. Someone from the general public 
 C. Someone who holds a mortgage license 
 D. Someone from the real estate profession 
 
28. A licensee is allowed to work for how may entities (companies) at the same time? 
 A. 1 
 B. 2 
 C. A maximum of 3 
 D. As many as they want 
 
29. An individual or entity appeals a decision made by the commission and subsequently prevails 
 in the appeal. If the court finds the state action was undertaken without substantial 
 justification, which would best describe the damages that could be recouped? 
 A. The court can fine the Commission and the Real Estate Division up to $5,000 
 B. The court can award damages to the individual or entity, not to exceed $25,000 
 C. All the court can do is to order the commission to reconsider the matter 
 D. The court may award reasonable litigation expenses to the individual or entity 
 
30. The Real Estate Director can issue and serve which of the following? 
 A. Cease and desist order 
 B. Unlawful detainer action 
 C. Bankruptcy proceeding 
 D. Injunctive order 
 
31. If a cease and desist order is served by the Director of the Real Estate Division, the named 
 party, within 10 days after being served with the order, may choose to: 
 A. file an injunction against the Division 
 B. appeal to the Division that the case be heard again 
 C. request an adjudicative proceeding 
 D. file for a 30-day extension 


