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c. No Loan Estimate or Closing Disclosures and associated
waiting timelines and re-disclosures

d. No Higher Priced and High Cost loan restrictions

e. Almost non-existent CFPB oversight of loan origination
activity

2. Real Estate Settlement Procedures Act (RESPA).
Similarly, business purposes loans are exempt under

RESPA which means mortgage lenders no longer need to be 

concerned with:

a. No Loan Estimate or Closing Disclosures and associated 

waiting timelines and re-disclosures

b. No Homeowner counseling

c. No prohibition of the payment of referral fees

3. Other Factors to Consider & Regulatory Issues

a. HMDA reporting typically required for investor loans

if the collateral is any residential property subject to certain 

minimum thresholds

b. Generally, business purpose loans are not reported to 

credit reporting agencies

c. No restrictions on the # of properties owned by a 
borrower, unlike Fannie Mae and Freddie Mac investor loans

d. Can make business purpose loans to individual and entity 
investors unlike Fannie Mae and Freddie Mac Investor loans

State-by-State Compliance 

Most of the country does not regulate business purpose lending 
even when the collateral is a single family home. However, some 
states do require a license to make, broker, or service business



purpose loans, and may subject the loans to certain State 
regulations such as limitations on prepayment penalties, late 
fees, etc. 

A few examples are below. 

• California: Requires the mortgage lender to be licensed
(generally as a California Finance Lender), or that the loan be

arranged by a licensed California Real Estate Broker. Also
imposes certain limitations of the loan, for example limiting
the number of days per diem interest may be charged to the
borrower if the collateral is a 1-4 family residential property.

• Hawaii: Requires a loan servicer to be licensed to service
business purpose loans but does not require a mortgage
lender or mortgage broker to be licensed.

• Texas: Does not require a license to make, broker or servicer
business purpose loans but does restrict the maximum late
charge to 5%.

State regulations vary significantly, so it's crucial to consult with 
legal experts to understand specif ic requirements and to work with 
a reputable business purpose loan document provider who is fluent 
in the regulatory landscape of business purpose lending nationwide. 

The Case for a Specialized Software Platform 
& Loan Documents 

Because business purpose loans are generally not regulated by 
federal and state regulators it is imperative to segregate your 
consumer mortgage loans from your business purpose loans. 
Traditionally this would have been done through separate 
physical file management in the office of the mortgage lender. 
In today's environment that separation must occur digitally. 



Rather than try to make business purpose loans using your 
consumer mortgage toolkit, you will not only be frustrated by trying 
to fit a square peg in a round hole, but you will also expose yourself 
to unnecessary regulatory oversight. 

A successful transition to private lending requires more than just 
knowing regulatory compliance. It also demands robust operational 
tools. This is where LendingWise and Lightning Docs comes in. 

Why Choose LendingWise? 

1. All-In-One Platform: LendingWise combines a CRM, LOS, 
Marketplace, & Servicing functionalities similar to Encompass, 
Arrive, Optimal Blue, Floify, Doc Magic, HubSpot, Salesforce, 
DocuSign, and Dropbox.

2. Affordability and Scalability: Ideal for single brokers like Arrive 
and scalable for large organizations, exemplified by our recent 
client CMG Home Loans.

3. Smart & Efficient: Streamlines the entire lending process, from 
application to funding, with smart conditional logic rules based 
on loan product, investor overlays, property type, etc ... that 
dynamically display fields, workflow steps, required docs, & 
guidelines, so users can build out a perfectly complete loan file 
with less back & forth.

4. Compliance: Helps ensure adherence to regulatory 
requirements with built-in compliance features.

5. Support: Provides excellent customer support and on boarding 
assistance, ensuring a smooth transition.

"The LendingWise team has been amazing in 
helping us strategically launch CV3 nationwide 
for our retail & wholesale divisions covering bridge, 
fix & flip, DSCR & portfolio lending products. 
Delivering a working platform in under 60 days 
for our size organization is unheard of." 

- Matt Flores

https://drive.google.com/file/d/1Qb9jBVRG_OrtftspoyAzAY01uCrZoilC/view


Why Choose Lightning Docs? 

1. Attorney Quality and Design. The consumer mortgage world

requires the use of agency loan documentation which generally
favors the borrower and was drafted by the government to

protect consumers. Lightning Docs is custom built business
purpose loan documents which protect the lender, loan
purchasers and securitization parties. The documents were

created by Geraci LLP, the nation's largest private lending law
firm.

2. Modern Technology. Through a custom API integration with
LendingWise, ordering loan documents is as easy as it is for your
consumer mortgage loan documents to automatically generate

loan documents at the click of a button.

3. Maintained and Supported. Lightning Docs is a fully
maintained 50 state business purpose loan document solution
so you can have peace of mind knowing that your documents

are always up to date and compliant.

The Strategic Benefits of Transitioning to 
Private Lending 

1. Meeting Market Demand: The rising demand for DSCR, bridge,

fix & flip, and ground up construction loans presents a lucrative

opportunity.

2. Reduced Licensing and Compliance Burden: Compared to
conventional mortgage lending, private lending often involves

fewer licensing requirements and compliance headaches.

Independence and Flexibility: Many licensed mortgage 

3. brokers are moving to become independent to tap into the
private lending market, offering more flexibility and potentially

higher profits.



4. Retaining Talent: By offering private lending products, you
can attract and retain top mortgage originators who might
otherwise leave for opportunities in this growing sector.

5. Long Term Opportunity: This industry has matured into an
estimated $300 to $400 Billion in residential investor
transaction volume annually & is exponentially growing. This
number grows even more if you consider the CRE asset class.

Conclusion 

Expanding into private/commercial lending from conventional 
consumer mortgage lending can be a game-changing, long 
term strategic move for your business. By understanding and 
navigating the legal landscape, and leveraging specialized software 
like LendingWise, you can tap into new revenue streams, meet 
market demands, and streamline operations. 

For a detailed consultation and to explore how you can expand into 
the private lending sector, contact Geraci LLP, Lightning Docs, and 
visit LendingWise.com today. 
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