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SUBSTI TUTE HOUSE BI LL 1621

Passed Legi slature - 2009 Regul ar Sessi on
State of WAshi ngton 61st Legislature 2009 Regul ar Session

By House Financial Institutions & Insurance (originally sponsored by
Representatives Kirby, Bailey, Rodne, Nelson, Sinpson, and Moell er)

READ FI RST TI ME 02/ 17/ 09.

AN ACT Relating to regulating the business practices of consuner
| oan conpani es for conpliance with the secure and fair enforcenent for
nortgage licensing act of 2008; anending RCW 31.04.015, 31.04.025,
31.04. 035, 31.04.045, 31.04.102, 31.04.105, 31.04.145, and 31.04. 165;
addi ng new sections to chapter 31.04 RCW creating a new section; and
provi ding effective dates.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 31.04 RCW
to read as foll ows:

The | egislature finds and declares that accessibility to credit is
vital to the citizens of this state. The legislature declares that it
is essential for the protection of citizens of this state and the
stability of the state's econony that standards for |icensing and
regulation of the business practices of I|enders be inposed. The
| egislature further finds that the activities of |enders and nortgage
loan originators and the origination or offering of financing for
residential real property have a direct, val uable, and i medi ate i npact
upon this state's consuners, this state's econony, the nei ghborhoods
and communities of this state, and the housing and real estate
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industry. The legislature therefore declares that this act 1is
necessary to encourage responsible lending in all credit transactions,
to protect borrowers, and to preserve access to credit in the
residential real estate | endi ng market.

Sec. 2. RCW31.04.015 and 2001 ¢ 81 s 1 are each anended to read
as follows:

The definitions set forth in this section apply throughout this
chapter unless the context clearly requires a different nmeaning.

(({L)y "Person" includes individuals, partnerships, associations,
i | Liability s i | Liability_ hipS—— |

. | Lol I | | Cties
(o) | ; nale Li . I I I hori :
hi I o ol I ¢ busi .

(33— "Heensee’—peans—a—persen—to—whom-one—ofr —rore—H-censes—have

been i ssued.

(4y "D t opt I i e g ol . . .
5y — Hnswrances — aeans — Hte — insurance— — dbsabi-Hby — basurance—

6 —-Add—on—nethod-—npeans—the—npethod —of —preconputing—interest
payable—on—a—toan—whereby the—interest—to-be—earned+s—added—tothe
principal balance and the total plus any charges allowed under this

I . I he | it : I . : I

Fhe—director—may—adopt—by—rule—a—nrore—detai-led—explanation—oef-—the
weani ng and use of this nethod.

Foan—putstanding—For—the—tre—outstandng—w-tHh—each—payrent—apphied
Hrst—to—any—unpat-d—penatties——tlees—or—charges——then—to—acecurmutated
Herest——and —tHhe —renatnder —of —tHhe —payrent —appHed —to—the —unpatd
balance—of—the—prinetpal—unt-—patd—in—FHaH———Fn—using—such—rethod—

a—toan——secured-—byreal—estate—atHcensee—mry—ecotbect—at—thetime—of
the—lean—elosing—up—to—but—not—exceedi-ng—forty-fve—days—of—prepatd

SHB 1621. SL p. 2
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ehapter—

9y —"Borrower——Rpans—aty—person—who—consutts—with—or—retatns—a
seek—inatormaton—about—obtatmng—a—toan——regardless—el—whet-her—that
person actually obtains such a loan.
other — eharge — and — tarcludes — both — open-end — and — elosed-end — Loan
transactions.

H-censee—making—the—loan—and—as—a—mprtgage—broker—n—the—sane—|loan
Hansack-on—
14y " OEE ; £ cial . w I : I
: i busi leeis locis
(15} "

Hhed "~ — Feans —ahy —persoen—who —eont+ols——direetby —or

prestdent—-evel—or—above—

17y " Third : dar I I I
H-eensee —or —bor+rower —ir—econnection —wth —the —preparation—of-—the
I e | i neludes. | : i I ’ ' :
agenetes;- —real —estate — brokers — or — sal-espersoens— —tHtle —Hnsurance
escrow—coppanies—)) (1) "Add-on_nethod" nmeans the_ nethod of

p. 3 SHB 1621. SL
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preconputing_interest payable on _a |oan whereby the interest to_ be
earned is added to the principal balance and the total plus any charges
allowed under this_ chapter is_stated as_the_ |oan_anount, wthout
further provision for the paynent of interest except for failure to pay
according_to_loan_terns. The director nay adopt by rule _a_ nore

detail ed explanation of the neaning and use of this nethod.

(2) "Applicant” neans a person_applying for a license under this
chapter.

(3) "Borrower" neans any_ person_who consults with or retains_a
licensee or person subject to this chapter in an effort to obtain or
seek information about obtaining a |oan, regardless of whether_ that
person actually obtains such a | oan.

(4) "Depository institution” has the sane neaning as in section 3
of the federal deposit_insurance act on the effective date of this
section, and includes credit unions.

(5) "Director"” neans the director of financial institutions.

(6) "Federal banking agencies"” neans the board of governors of the
federal reserve system conptroller of the currency, director of the
office of thrift supervision, national credit union admnistration, and
federal deposit insurance corporation.

(7) "Individual servicing a nortgage | oan" neans a person on behal f
of a lender_ or_servicer licensed by this state, who_ collects or
receives paynents including paynents of principal, interest, escrow
anpunts, and other anpunts due, on existing obligations due and ow ng
to the licensed I ender or servicer for aresidential nortgage | oan when
the borrower is in default, or in reasonably foreseeable |ikelihood of
default, working with the borrower and the licensed | ender or servicer,
collects data_ and nmkes decisions necessary to nodify either
tenporarily or pernmanently certain terns_ of those obligations, or
otherwi se finalizing collection through the foreclosure process.

(8) "lInsurance" neans |life insurance, disability insurance,
property insurance, involuntary unenpl oynent insurance, and such other
i nsurance as nmay be authorized by the insurance comm SSioner.

(9) "License" neans a single license issued under the authority of
this chapter with respect to a single place of business.

(10) "Licensee" neans a person to whomone or nore |icenses have
been i ssued.

SHB 1621. SL p. 4
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(11) "Loan" neans a sumof noney lent at interest or for a fee or
other charge and_ includes both open-end and closed-end | oan
transacti ons.

(12) "Loan processor"” neans an individual who perforns clerical or
support duties as an enployee at the direction of and subject to the
supervision _and instruction of a person_ licensed, or exenpt from
i censing, under chapter 19.146 RCW

(13) "Making_a_loan" neans_ advancing, offering_to_advance, or
meki ng a comm tnent to advance funds to a borrower for a | oan.

(14) "Mortgage broker" neans the sane as defined in RCOW 19. 146. 010,
except that for purposes of this chapter, a licensee or person subject
to this chapter cannot receive conpensation as both a consuner |oan
licensee making the I oan and as a consuner loan |licensee acting as the
nort gage broker in the sane | can transacti on.

(15)(a) "Mortgage_ loan_originator"” neans_an_individual who_ for
conpensation or gain (i) takes a residential nortgage | oan application,
or (ii) offers or negotiates terns_of a residential nortgage_ | oan.
"Mortgage | oan originator" does not include any individual who perforns
purely adm nistrative or clerical tasks; and does not include a person
or entity solely involved in extensions of credit relating to tineshare
plans, as that termis defined in section 101(53D) of Title 11, United
St at es Code. For the purposes of this definition, admnistrative or
clerical tasks neans the receipt, collection, and distribution of
information common_for the processing of a loan_in_ the nortgage

industry and communication wth a consuner to obtain_ information
necessary for the processing of a residential nortgage | oan.

(b) "Mortgage | oan originator” does not include a person or entity
that only perforns real estate brokerage activities and is |icensed or
registered in accordance with applicable state |Iaw, unless the person
or _entity is conpensated by a lender, a nortgage_ broker, or_ other
nortgage | oan originator or by any agent of such a |ender, nortgage
broker, or other nortgage |oan_origi nator. For the purposes of this
act the term"real estate brokerage activity" neans any activity that
involves offering or providing real estate brokerage services to the
public, including:

(i) Acting as_a real estate agent or real estate broker for_a
buyer, seller, lessor, or lessee of real property;

p. 5 SHB 1621. SL
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(ii) Bringing_ together parties interested in the sale, purchase,

| ease, rental, or exchange of real property;
(iii) Negotiating, on_ behalf of any party, any portion of a
contract relating to the sale, purchase, |ease, rental, or exchange of
real property, other than in connection with providing financing with
respect to such a transacti on;

(iv) Engaging in any activity for which a person engaged in the
activity is required to be registered or_licensed as a real estate
agent or real estate broker under any applicable [ aw;, and

(v) Ofering to engage in any activity, or act in any capacity,
described in (b)(i) through (iv) of this subsection.

(c) This subsection does not apply to an individual servicing a
nortgage | oan before July 1, 2011.

(16) "Nationwi de_nortgage licensing system and registry” neans_a
nortgage |icensing systemdevel oped and mai ntai ned by the conference of
state_ bank_ supervisors_and_the_ Anerican_association_of residential
nortgage requlators for the licensing and registration of nortgage | oan
origi nators.

(17) "Oficer” neans an official appointed by the conpany for the
pur pose of nmaki ng busi ness deci sions or corporate decisions.

(18) "Person" includes individuals, partnerships, associations,

limted liability conpanies, limted liability partnerships, trusts,
corporations, and all other legal entities.
(19) "Principal" neans any person_ who controls, directly or

indirectly through one or nore internediaries, alone or in concert with

others, a ten percent or greater interest in a partnership; conpany;

association or corporation; or a limted liability conpany, and the

owner of a sole proprietorshinp.

(20) "Reqgistered nortgage | oan origi nator" neans any individual who
neets the definition of nortgage | oan origi nator and i s an enpl oyee of

a depository institution; a subsidiary that is owned and controll ed by

a depository institution and requl ated by a federal banki ng agency; or

an_institution requlated by the farm credit admnistration and is

registered wth, and maintains a_ unique_ identifier through, the

nati onwi de nortgage licensing system and reqistry.

(21) "Residential nortgage |oan" neans any l|loan_ prinarily for
personal, famly, or household use that is secured by a nortgage, deed

of trust, or other equivalent consensual security interest on_a

SHB 1621. SL p. 6
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dwelling, as defined in section 103(v) of the truth in I ending act, or
residential real estate upon which is constructed or intended to be
constructed a dwelling.

(22) "S. A F.E._act" neans_the secure_and_ fair_ enforcenent for
nortgage licensing act of 2008, Title V of the housing and economc
recovery act of 2008 ("HERA"), P.L. 110-289, effective July 30, 2008.

(23) "Senior officer" neans an officer of a licensee at the vice
president |evel or above.

(24) "Sinple_interest nethod" neans_ the nethod_ of conputing
interest payable on a |loan_by applying the annual percentage interest
rate or its periodic equivalent to the unpaid balances of the principal
of the loan_outstanding for the tine outstanding wth each paynent
applied first to any unpaid penalties, fees, or_ charges, then_ to
accunul ated interest, and the renainder of the paynent applied to the
unpaid_balance of the principal until paid in full. In_using_such
net hod, interest shall not be payable in advance nor conpounded, except
that on a |l oan secured by real estate, a |licensee nmay collect at _the
time of the loan closing up to but not exceeding forty-five days of
prepaid_interest. The director nay adopt by rule a nore_ detailed
expl anation of the neaning and use of this nethod.

(25) "Third-party service provider" neans any person other than the
licensee or a nortgage broker who provides goods or services to the
licensee or borrower in_connection wth the preparation_ of the
borrower's loan and includes, but is not limted to, credit reporting
agencies, real estate brokers or salespersons, title insurance
conpani es and_agents, appraisers, structural and pest inspectors, or
€SCrow conpani es.

(26) "Unique identifier" neans a_ nunber or other identifier
assigned by protocols established by the nationwi de nortgage |icensing
system and reqgi stry.

Sec. 3. RCW31.04.025 and 2008 ¢ 78 s 1 are each anended to read

as follows:
( ( Eaeh—teoan—made—to—a—resident—of—this—state—by—a—H-ecensee—is
bi I hori I . .t hi I | I
Foan—+s—made—under—the—authority— ol —chapter— 6314 ROW-—This—chapter

any—law—of —this—state—or—of —the—United—States—relating—to—banks:

p. 7 SHB 1621. SL
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savi ngs banks, trust conpanies, savings and loan or building and |oan
assoetab-ons— — o — eredi- — Ui-onRsS— — RO — Lo — aly — pawnbroki-ng — bustness
FawhbulHy—transacted—under—and—as—permtted—by—any—ltaw-of—this—state
reguhatng—pawibrokers—naor—to—any—toan—of—credit—rmadepursuant—to—a
credit card plan.))

(1) This chapter does not apply to the foll ow ng:

(a) Any person doing business under, and as permtted by, any |aw
of this state or of the United States relating to banks, savings banks,
trust conpani es, savings and |oan or building and | oan associ ati ons, or
credit unions;

(b) Entities nmaking | oans under chapter 19. 60 RCW ( pawnbr oking):

(c) Entities nmeking |oans under chapter 63.14 RCW_(retai
install ment sales of goods and services);

(d) Entities nmaking |oans under chapter 31.45 RCW (check cashers
and sellers);

(e) Any person making loans primarily for business, commercial, or
agricultural purposes, or making | oans nade to governnent or gover nnent
agencies or _instrunentalities, or to_organizations as defined in the
federal truth in | ending act;

(f) Entities making | oans_under chapter 43.185 RCW (housing trust
fund) ;

(g) Entities nmaking loans_ under prograns_of the United States
departnent of agriculture, departnent of housing and urban devel opnent,
or other federal governnent programthat provides funding or access to
funding for single-famly housing devel opnents or grants to | owincone
individuals for the purchase or repair of single-famly housing; and

(h) Entities nmaking | oans which are not residential nortgage | oans
under a credit card plan.

(2) The director may, at his or her discretion, waive applicability
of the consuner |oan conpany licensing provisions of this chapter to
ot her persons, not including individuals subject to the S.A F.E. act,
maki ng | oans_when the director determnes it necessary to facilitate
commerce and protect consuners. The director nmy adopt rules
interpreting this section.

Sec. 4. RCW31.04.035 and 2008 ¢ 78 s 2 are each anended to read
as follows:
No person may engage in the business of naking secured or unsecured

SHB 1621. SL p. 8



w N

©O© 00 N o 0 b

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

| oans of noney, credit, or things in action wi thout first obtaining and
maintaining a license in accordance with this chapter, except those
exenpt under RCW31. 04. 025.

Sec. 5. RCW31.04.045 and 2001 ¢ 81 s 4 are each anended to read
as follows:

(1) Application for a license under this chapter nust be ((+rn
wt+hg—and)) nade to the nationwide nortgage |icensing system and
registry or in the form prescribed by the director. The application
must contain at | east the follow ng i nformation:

(a) The nane and the busi ness addresses of the applicant;

(b) If the applicant is a partnership or association, the nane of
every nenber;

(c) If the applicant is a corporation, the name, residence address,
and t el ephone nunber of each officer and director;

(d) The street address, county, and nunicipality from which
busi ness is to be conducted; and

(e) Such other information as the director may require by rule.

(2) As part of or in connectionwth an application for any |icense
under this section, or periodically upon |license renewal, each officer,
director, and owner applicant shall furnish information concerning his
or her identity, including fingerprints for subnmssion_ to the
Washington state patrol, the federal bureau of investigation, the
nati onw de nortgage licensing systemand reqgistry, or any governnental
agency or entity authorized to receive this information for a state and
national crimnal history background check; personal history;
experience; business_record; purposes; and_other pertinent facts, as
the director may reasonably require. As part of or in connection with
an application for a license under this chapter, or periodically upon
license renewal, the director is authorized to receive crimnal history
record information that includes nonconviction data as defined in RCW
10.97. 030. The departnent nmay_ only dissem nhate_nonconviction_ data
obt ai ned under this section to crimnal justice agencies. This section
does not apply to financial institutions requlated under chapters 31.12
and 31.13 RCWand Titles 30, 32, and 33 RCW

(3) In _order_ to reduce the points_of contact_ which the federa
bureau of investigation nmay have to naintain, the director may use the

p. 9 SHB 1621. SL
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nati onw de nortgage licensing systemand reqgistry as a channeli ng agent
for requesting information from and distributing information to_the
departnment of justice or any governnental agency.

(4) In order to reduce the points of contact which the director nmay
have to nmaintain, the director my use the nationw de nortgage
licensing systemand reqgistry as a channeling agent for requesting and
distributing information to_and_from any source so_directed by the
director.

(5) At the time of filing an application for a license under this
chapter, each applicant shall pay to the director or_ through_ the
nati onw de nortgage |licensing systemand reqgistry an investigation fee
and the |icense fee in an anount determned by rule of the director to
be sufficient to cover the director's costs in admnistering this
chapter.

((63))) (6) Each applicant shall file and maintain a surety bond,
approved by the director, executed by the applicant as obligor and by
a surety conpany authorized to do a surety business in this state as

surety, whose liability as such surety shall not exceed in the
aggregate the penal sumof the bond. The penal sum of the bond shal
be (( ach—icensedlocation—up-to—an

Hetuding —Hve —H-ecensed —loecations-—and —an—addi-tonal —ten—thousand
deH-ars —for —each —H-ecensed —location—in—excess—of —Hve —H-censed
Focattons——except—that —a—H-ecensee—who—makes—a—loan—secuwred—by—real

not—less—than—four—hundred—theusand—doelHars)) a_mninum of thirty
t housand dollars and based on the annual dollar anount of |oans
originated. The bond shall run to the state of WAshi ngton as obligee
for the use and benefit of the state and of any person or persons who
may have a cause of action against the obligor under this chapter. The
bond shall be conditioned that the obligor as licensee will faithfully
conformto and abide by this chapter and all the rul es adopted under
this chapter. The bond will pay to the state and any person or persons
havi ng a cause of action against the obligor all noneys that may becone
due and owing to the state and those persons under and by virtue of
this chapter. In lieu of a surety bond, if the applicant is a
Washi ngt on busi ness corporation, the applicant may nai ntain uninpaired
capital, surplus, and |ong-term subordi nated debt in an anpunt that at
any time its outstanding prom ssory notes or other evidences of debt

SHB 1621. SL p. 10
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(other than |ong-term subordinated debt) in an aggregate sum do not
exceed three tinmes the aggregate anount of its uninpaired capital,
surplus, and long-term subordi nated debt. The director nmay define
qualifying "l ong-termsubordi nated debt"” for purposes of this section.

Sec. 6. RCW31.04.102 and 2002 ¢ 346 s 1 are each anended to read
as follows:

(1) For all loans nmade by a |licensee that are not secured by alien
on real property, the licensee nust make di sclosures in conpliance with
the truth in lending act, 15 U S.C. Sec. 1601 and regulation Z, 12
CFR ((See—fPart})) Part 226, and all other applicable federal |aws
and regul ati ons.

(2) For all loans made by a licensee that are secured by a lien on
real property, the licensee shall provide to each borrower within three
busi ness days followng receipt of a l|loan application a witten
di scl osure containing an item zed estimation and explanation of all
fees and costs that the borrower is required to pay in connection with
obtaining a loan fromthe licensee. A good faith estinmate of a fee or
cost shall be provided if the exact amount of the fee or cost is not
avai |l abl e when the disclosure is provided. D sclosure in a form which
conplies with the requirenents of the truth in |lending act, 15 U S. C
Sec. 1601 and regulation Z, 12 CF. R ((See—[rRart})) Part 226, the
real estate settlenment procedures act and regulation X, 24 C.F. R Sec.
3500, and all other applicable federal |aws and regul ations, as now or
hereafter anended, shall be deened to constitute conpliance with this

di scl osure requirenent. Each |icensee shall conply with all other
appl i cabl e federal and state | aws and regul ati ons.
(3) In addition, for all loans nmade by the licensee that are

secured by a lien on real property, the |icensee nust provide to the
borrower an estimate of the annual percentage rate on the |loan and a
di scl osure of whether or not the |oan contains a prepaynent penalty
within three days of receipt of a |oan application. The annual
percentage rate must be calculated in conpliance with the truth in
l ending act, 15 U.S.C. Sec. 1601 and regulation Z, 12 CF. R ((See—-
Hart})) Part 226. If a licensee provides the borrower wth a
di sclosure in conpliance with the requirenents of the truth in | ending
act within three business days of receipt of a | oan application, then
the licensee has conplied with this subsection. If the director

p. 11 SHB 1621. SL
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determ nes that the federal governnent has required a disclosure that
substantially neets the objectives of this subsection, then the
director may nmake a determ nation by rule that conpliance with this
federal disclosure requirenent constitutes conpliance wth this
subsecti on.

(4) In addition for all consuner |oans nmade by the |icensee that
are secured by a lien on real property, the licensee nust provide the
borrower with the one-page disclosure sunmmary required in_ RCW
19. 144. 020.

Sec. 7. RCW31.04.105 and 2001 ¢ 81 s 10 are each anended to read
as follows:

Every |icensee may:

(1) Lend noney at a rate that does not exceed twenty-five percent
per annum as determned by the sinple interest nmethod of cal culating
i nterest owed;

(2) I'n connection with the making of a | oan, charge the borrower a
nonr ef undabl e, prepaid, | oan origination fee not to exceed four percent
of the first twenty thousand dollars and two percent thereafter of the
princi pal anmpbunt of the |oan advanced to or for the direct benefit of
the borrower, which fee may be included in the principal bal ance of the
| oan;

(3) Agree with the borrower for the paynment of fees to third
parties other than the |licensee who provi de goods or services to the
licensee in connection with the preparation of the borrower's | oan,
including, but not Ilimted to, <credit reporting agencies, title
conpani es, appraisers, structural and pest inspectors, and escrow
conpani es, when such fees are actually paid by the licensee to a third
party for such services or purposes and may include such fees in the
anount of the | oan. However, no charge may be coll ected unless a | oan
is made, except for reasonable fees properly incurred in connection
with the appraisal of property by a qualified, i ndependent ,
professional, third-party appraiser selected by the borrower and
approved by the l|lender or in the absence of borrower selection,
sel ected by the | ender;

(4) I'n connection with the maki ng of a | oan secured by real estate,
when the borrower actually obtains a |oan, agree with the borrower to
pay a fee to a nortgage broker that is not owned by the |licensee or
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under comon ownership with the |licensee and that perforned services in
connection wth the origination of the |oan. A licensee may not
recei ve conpensation as a nortgage broker in connection with any | oan
made by the |icensee;

(5) Charge and collect a penalty of not nore than ten ((eenrts—or
less—on—each-doeHar)) percent of any install nent paynent delinquent ten
days or nore;

(6) Collect from the debtor reasonable attorneys' fees, actual
expenses, and costs incurred in connection with the collection of a
del i nquent debt, a repossession, or a foreclosure when a debt is
referred for collection to an attorney who is not a salaried enployee
of the licensee;

(7) Make open-end | oans as provided in this chapter;

(8) Charge and collect a fee for dishonored checks in an anobunt
approved by the director; and

(9) In accordance with Title 48 RCW sell insurance covering rea
and personal property, covering the life or disability or both of the
borrower, and covering the involuntary unenpl oynent of the borrower.

Sec. 8. RCW31.04.145 and 2001 ¢ 81 s 11 are each anended to read
as follows:

(1) For the purpose of discovering violations of this chapter or
securing information lawfully required under this chapter, the director
may at any tine, either personally or by designees, investigate or
exam ne the |loans and business and, wherever |ocated, the books,
accounts, records, papers, docunents, files, and other information used
in the business of every |icensee and of every person who is engaged in
t he business meking or assisting in the making of |oans at interest
rates authorized by this chapter, whether the person acts or clains to
act as principal or agent, or under or without the authority of this
chapter. For t hese pur poses, t he di rector or desi gnat ed
representatives shall have free access to the offices and places of
busi ness, books, accounts, papers, docunents, other information,
records, files, safes, and vaults of all such persons. The director or
persons designated by the director may require the attendance of and
exam ne under oath all persons whose testinony may be required about
the | oans or the business or the subject matter of any investigation,
exam nation, or hearing and may require such person to produce books,
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accounts, papers, records, files, and any other information the
director or designated persons deem relevant to the inquiry. The
director may require the production of original books, accounts,
papers, records, files, and other information; may require that such
origi nal books, accounts, papers, records, files, and other information
be copied; or may nake copies hinself or herself or by designee of such
origi nal books, accounts, papers, records, files, or other infornmation.
If a licensee or person does not attend and testify, or does not
produce the requested books, accounts, papers, records, files, or other
information, then the director or designated persons my issue a
subpoena or subpoena duces tecum requiring attendance or conpelling
production of the books, accounts, papers, records, files, or other
i nformati on.

(2) The director shall make such periodic exam nations of the
affairs, business, office, and records of each |icensee as determ ned

by rule.
(3) Every licensee exam ned or investigated by the director or the
director's designee shall pay to the director the cost of the

exam nation or investigation of each |icensed place of business as
determ ned by rule by the director.

(4 In order to carry out the purposes of this section, the
director may:

(a) Retain_ attorneys, accountants, or other professionals_ and
specialists as exam ners, auditors, or investigators to conduct or

assist in the conduct of exam nations or investigations;

(b) Enter into agreenents or relationships with other governnent
officials or requlatory associations in order to i nprove efficiencies

and reduce requlatory burden by sharing resources, standardized or

uni f orm net hods or procedures, and docunents, records, information, or

evi dence obtai ned under this section;

(c) Use, hire, contract, or employ public or privately avail able
anal yvtical systens, nethods, or software to exam ne or investigate the

licensee, individual, or person subject to this act;

(d) Accept and rely on exam nation or investigation reports nade by
ot her governnent officials, within or without this state;

(e) Accept audit reports nade by an i ndependent certified public
accountant for the licensee, individual, or person subject to this act

in the course of that part of the exam nation covering the sane general
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subject matter as the audit and may incorporate the audit report in the
report of the exam nation, report of investigation, or other witing of
the director; or

(f) Assess the licensee, individual, or person subject to this act
the cost of the services in (a) of this subsection.

NEW SECTION. Sec. 9. A new section is added to chapter 31.04 RCW
to read as foll ows:

The authority of this chapter remains in effect, whether such a
| i censee, individual, or person subject to this act acts or clains to
act under any licensing or registration |law of this state, or clains to
act wi thout such an authority.

NEW SECTION. Sec. 10. A newsection is added to chapter 31.04 RCW
to read as foll ows:

An individual defined as a nortgage |oan originator shall not
engage in the business of a nortgage |oan originator wthout first
obtaining and maintaining annually a license under this act. Each
licensed nortgage loan originator nust register with and maintain a
valid unique identifier issued by the nationwi de nortgage |icensing
system and registry.

NEW SECTION. Sec. 11. A newsection is added to chapter 31.04 RCW
to read as foll ows:

The following are exenpt from Ilicensing as nortgage |oan
originators under this chapter:

(1) Registered nortgage l|loan originators, or any individual
required to be registered;

(2) Alicensed attorney who negotiates the terns of a residential
nortgage |oan on behalf of a client as an ancillary matter to the
attorney's representation of the client, wunless the attorney is
conpensated by a lender, a nortgage broker, or other nortgage |oan
originator or by any agent of a l|ender, nortgage broker, or other
nort gage | oan origi nator; or

(3) Any individual who offers or negotiates terns of a residenti al
nortgage | oan with or on behalf of an imedi ate fam |y nenber.
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NEW SECTION. Sec. 12. A new section is added to chapter 31.04 RCW
to read as foll ows:

An i ndependent contractor may not engage in residential nortgage
| oan origination activities as a | oan processor unless the i ndependent
contractor obtains and maintains a |license under this chapter. Each
i ndependent contractor |oan processor licensed as a nortgage | oan
originator nust have and maintain a valid unique identifier issued by
t he nati onwi de nortgage |icensing systemand registry.

NEW SECTION. Sec. 13. A newsection is added to chapter 31.04 RCW
to read as foll ows:

An individual engaging solely in loan processor activities, who
does not represent to the public, through advertising or other nmeans of
communi cating or providing information including the use of business
cards, stationery, brochures, signs, rate lists, or other pronotional
items, that such an individual can or wll perform any of the
activities of a nortgage |loan originator is not required to obtain and
mai ntain a nortgage | oan originator |icense under this chapter.

NEW SECTION. Sec. 14. A newsection is added to chapter 31.04 RCW
to read as foll ows:

Applicants for a nortgage |oan originator |icense shall apply on a
formas prescribed by the director. Each form nust contain content as
set forth by rule, regulation, instruction, or procedure of the
director and may be changed or updated as necessary by the director in
order to carry out the purposes of this chapter, but nust not be
i nconsistent with that required by the nationw de nortgage |icensing
system and registry.

NEW SECTION. Sec. 15. A newsection is added to chapter 31.04 RCW
to read as foll ows:

In order to fulfill the purposes of this act, the director is
aut hori zed to establish relationships or contracts with the nationw de
nortgage |licensing systemand registry or other entities designated by
the nationwi de nortgage |icensing system and registry to collect and
mai ntai n records and process transaction fees or other fees related to
| i censees or other persons subject to this chapter.
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NEW SECTION. Sec. 16. A new section is added to chapter 31.04 RCW
to read as foll ows:

(1) As part of or in connection wth an application for any |license
under this section, or periodically upon |license renewal, the nortgage
| oan originator applicant shall furnish information concerning his or
her identity, including fingerprints for subm ssion to the Washi ngton
state patrol, the federal bureau of investigation, the nationw de
nmortgage licensing systemand registry, or any governnental agency or
entity authorized to receive this information for a state and nati onal
crimnal history background check; personal history; experience;
busi ness record; purposes; and other pertinent facts, as the director
may reasonably require. As part of or in connection wth an
application for a license under this chapter, or periodically upon
license renewal, the director is authorized to receive crimnal history
record information that includes nonconviction data as defined in RCW
10. 97. 030. The departnent may only dissem nate nonconviction data
obt ai ned under this section to crimnal justice agencies. This section
does not apply to financial institutions regulated under chapters 31.12
and 31.13 RCWand Titles 30, 32, and 33 RCW

(2) As part of or in connection wth an application for any |license
under this section, the nortgage l|oan originator applicant shal
furnish information pertaining to personal history and experience in a
form prescribed by the nationwide nortgage I|icensing system and
registry, including (a) the subm ssion of authorization for the
nati onwi de nortgage |licensing system and registry and the director to
obtain an i ndependent credit report obtained froma consuner reporting
agency described in section 603(p) of the federal fair credit reporting
act, and (b) information related to any admnistrative, civil, or
crimnal findings by any governnmental jurisdiction.

(3) In order to reduce the points of contact which the federa
bureau of investigation may have to maintain, the director may use the
nati onw de nortgage |icensing systemand registry as a channeling agent
for requesting information from and distributing information to the
departnment of justice or any governnental agency.

(4) I'n order to reduce the points of contact which the director may
have to maintain, the director my use the nationw de nortgage
licensing systemand registry as a channeling agent for requesting and
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distributing information to and from any source so directed by the
di rector.

NEW SECTION. Sec. 17. A newsection is added to chapter 31.04 RCW
to read as foll ows:

(1) The application for a nortgage |loan originator |icense nust
contain at least the follow ng i nformation:

(a) The nane, address, date of birth, and social security nunber of
the nortgage | oan originator applicant, and any other nanes, dates of
birth, or social security nunbers previously used by the nortgage | oan
originator applicant, unless waived by the director; and

(b) Oher information regarding the nortgage |oan originator
applicant's background, experience, character, and general fitness as
the director may require by rule, or as deened necessary by the
nati onw de nortgage |icensing systemand registry.

(2) At the time of filing an application for alicense or a |license
renewal under this chapter, each nortgage |oan originator applicant
shall pay to the director through the nationw de nortgage |icensing
system and registry the application or renewal fee of up to one hundred
fifty dollars. The director shall deposit the noneys in the financial
services reqgul ation fund.

NEW SECTION. Sec. 18. A newsection is added to chapter 31.04 RCW
to read as foll ows:

(1) The director shall issue and deliver a nortgage | oan ori gi nator
license if, after investigation, the director makes at a mninmmthe
foll ow ng findings:

(a) The applicant has paid the required |icense fees;

(b) The applicant has net the requirenents of this chapter;

(c) The applicant has never had a nortgage | oan originator |icense
revoked in any governnental jurisdiction, except that, for the purposes
of this subsection, a subsequent formal vacation of such revocation is
not a revocati on;

(d) The applicant has not been convicted of, or pled guilty or nolo
contendere to, a felony in a donestic, foreign, or mlitary court (i)
during the seven-year period preceding the date of the application for
licensing and registration; or (ii) at any time preceding the date of

SHB 1621. SL p. 18



© 00 N O Ol WDN P

W WWWNRNNNNNNNNNRERRERPRPERPRP PR PR
W NP OOOWNOOUDMWNEREOOOO-NOOUDMOWNINRO

34
35
36
37

application, if the felony involved an act of fraud, dishonesty, breach
of trust, or noney | aundering;

(e) The applicant has denonstrated financial responsibility,
character, and general fitness such as to command the confi dence of the
community and to warrant a determnation that the nortgage | oan
originator will operate honestly, fairly, and efficiently wthin the
purposes of this act. For the purposes of this section, an applicant
has not denonstrated financial responsibility when the applicant shows
disregard in the nmanagenent of his or her financial condition. A
determ nation that an individual has shown disregard in the managenent
of his or her financial condition may include, but is not limted to,

an assessnment of: Current outstanding judgnents, except judgnents
solely as a result of nedical expenses; current outstanding tax liens
or other governnent liens and filings; foreclosures within the |ast

three years; or a pattern of seriously delinquent accounts within the
past three years;

(f) The applicant has conpleted the prelicensing education
requi renent as required by this chapter;

(g) The applicant has passed a witten test that neets the test
requi renent as required by this chapter;

(h) The consumer | oan |licensee that the applicant works for has net
the surety bond requirenent as required by this chapter;

(i) The applicant has not been found to be in violation of this
chapter or rul es adopted under this chapter;

(Jj) The nortgage | oan originator |icensee has conpleted, during the
cal endar year preceding a licensee's annual |icense renewal date,
continui ng education as required by this chapter.

(2) If the director finds the conditions of this section have not
been net, the director shall not issue the nortgage | oan originator
license. The director shall notify the applicant of the denial and
return to the nortgage | oan originator applicant any remaining portion
of the license fee that exceeds the departnent's actual cost to
i nvestigate the |icense.

NEW SECTION. Sec. 19. A newsection is added to chapter 31.04 RCW
to read as foll ows:

(1) A nortgage loan originator license issued under this section
expires annually. The director shall establish rules regarding the
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nortgage loan originator license renewal process created under this
chapter. At a mnimum a nortgage |loan originator may not renew a
license wunder this chapter wunless the nortgage |oan originator
continues to neet the mninum standards for a license, and has
satisfied the annual continuing education requirenents.

(2) A nortgage |loan originator |icensee may surrender a license by
delivering to the director through the nationw de nortgage |icensing
systemand registry witten notice of surrender, but the surrender does
not affect the nortgage | oan originator licensee's civil or crimna
l[iability or any adm nistrative actions arising fromacts or om ssions
occurring before such a surrender.

NEW SECTION. Sec. 20. A new section is added to chapter 31.04 RCW
to read as foll ows:

For the purposes of inplenenting an orderly and efficient nortgage
| oan originator |icensing process, the director may establish |icensing
rules and interim procedures for |icensing and acceptance of
appl i cations. For previously registered or |icensed individuals the
director may establish expedited review and |icensing procedures.

NEW SECTION. Sec. 21. A newsection is added to chapter 31.04 RCW
to read as foll ows:

To prevent undue delay in the issuance of a nortgage |oan
originator license and to facilitate the business of a nortgage |oan
originator, an interimlicense with a fixed date of expiration my be
i ssued when the director determ nes that the nortgage | oan origi nator
has substantially fulfilled the requirenments for nortgage | oan
originator |icensing. The director nay adopt rules describing the
information required before an interimlicense can be granted.

NEW SECTION. Sec. 22. A new section is added to chapter 31.04 RCW
to read as foll ows:

(1) Each nortgage | oan originator applicant shall conplete at |east
twenty hours of prelicensing education approved by the nationw de
nortgage |icensing system and registry. The prelicensing education
shall include at l|east three hours of federal |aw and regul ations;
three hours of ethics, which shall include instruction on fraud,
consuner protection, and fair lending issues; two hours of training
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related to | ending standards for the nontraditional nortgage product
mar ket pl ace; and at | east two hours of training specifically related to
Washi ngton | aw.

(2) A nortgage loan originator applicant having successfully
conpleted the prelicensing education requirenents approved by the
nati onwi de nortgage licensing system and registry for any state shal
be accepted as credit towards conpletion of prelicensing education
requirenents in this state.

(3) This chapter does not preclude any prelicensing education
course, as approved by the nationw de nortgage |icensing system and
registry, that is provided by the enployer of the nortgage | oan
originator applicant or an entity which is affiliated with the
appl i cant by an agency contract, or any subsidiary or affiliate of such
an enpl oyer or entity. Prelicensing education may be offered either in
a classroom online, or by any other means approved by the nationw de
nortgage |icensing systemand registry.

NEW SECTION. Sec. 23. A newsection is added to chapter 31.04 RCW
to read as foll ows:

(1) To obtain a nortgage |oan originator |icense, an individua
nmust pass a test devel oped by the nationw de nortgage |icensing system
and registry and admnistered by a test provider approved by the
nati onw de nortgage |licensing system and regi stry based upon reasonabl e
st andar ds.

(2) An individual is not considered to have passed a test unless
the individual achieves a test score of not l|less than seventy-five
percent correct answers to questions.

(a) An individual may retake a test three consecutive tinmes with
each consecutive taking occurring at least thirty days after the
precedi ng test.

(b) After failing three consecutive tests, an individual nust wait
at | east six nonths before taking the test again.

(c) A licensed nortgage |l oan originator who fails to maintain a
valid license for a period of five years or |onger nust retake the
test, not taking into account any tinme during which that individual is
a regi stered nortgage | oan ori gi nat or.

(3) This section does not prohibit a test provider approved by the
nati onw de nortgage |icensing systemand registry fromproviding a test
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at the location of the enployer of the nortgage |oan originator
applicant or any subsidiary or affiliate of the enployer of the
applicant, or any entity with which the applicant holds an excl usive
arrangenment to conduct the business of a nortgage | oan originator.

NEW SECTION. Sec. 24. A new section is added to chapter 31.04 RCW
to read as foll ows:

(1) Alicensed nortgage | oan originator nmust conplete a m ni num of
ei ght hours of continuing educati on approved by the nationw de nortgage
licensing systemand registry which nust include at |east three hours
of federal |aw and regul ati ons; two hours of ethics, which nmust include
instruction on fraud, consuner protection, and fair |ending i ssues; and
two hours of training related to l|ending standards for the
nont r adi ti onal nortgage product mar ket pl ace. Addi tional ly, t he
director may require at |east one hour of continuing education on
Washington law provided by and admnistered through an approved
provi der.

(2) The nationwi de nortgage licensing system and registry nust
review and approve continuing education courses. Review and approva
of a continuing education course nust include review and approval of
t he course provider.

(3) Alicensed nortgage | oan originator may only receive credit for
a continuing education course in the year in which the course is taken,
and may not take the same approved course in the sane or successive
years to neet the annual requirenents for continuing education.

(4) A licensed nortgage | oan originator who is an instructor of an
approved continuing education course may receive credit for the
licensed nortgage loan originator's own annual continuing education
requi renent at the rate of two hours credit for every one hour taught.

(50 A person having successfully conpleted the education
requi rements approved by the nationw de nortgage |icensing system and
registry for any state nust have their credits accepted as credit
t owar ds conpl etion of continuing education requirenents in this state.

(6) This section does not preclude any education course, as
approved by the nati onwi de nortgage |icensing systemand registry, that
is provided by the enployer of the nortgage |oan originator or an
entity which is affiliated with the nortgage loan originator by an
agency contract, or any subsidiary or affiliate of such enployer or
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entity. Continuing education may be offered either in a classroom
online, or by any other neans approved by the nationw de nortgage
licensing systemand registry.

NEW SECTION. Sec. 25. A newsection is added to chapter 31.04 RCW
to read as foll ows:

The director shall establish a process whereby nortgage | oan
originators may challenge information entered into the nationw de
nortgage |licensing systemand registry by the director.

NEW SECTION. Sec. 26. A new section is added to chapter 31.04 RCW
to read as foll ows:

(1) Except as otherw se provided in section 1512 of the S.A F. E.
act, the requirenents under any federal |aw or chapter 42.56 RCW
regarding the privacy or confidentiality of any information or materi al
provided to the nationw de nortgage |licensing systemand registry, and
any privilege arising under federal or state law, including the rules
of any federal or state court, wth respect to that information or
material, continues to apply to the infornmation or material after the
information or material has been disclosed to the nationw de nortgage
licensing systemand registry. Information and material may be shared
with all state and federal regulatory officials with nortgage i ndustry
oversight authority without the loss of privilege or the |oss of
confidentiality protections provided by federal |aw or state | aw.

(2) For the purposes under subsection (1) of this section, the
director is authorized to enter agreenments or sharing arrangenents with
ot her governnental agencies, the conference of state bank supervisors,
the Anmerican association of residential nortgage regulators, or other
associ ations representing governnental agencies as established by rule,
regul ation, or order of the director.

(3) Information or material that is subject to a privilege or
confidentiality under subsection (1) of this section is not subject to:

(a) D sclosure under any federal or state |law governing the
di sclosure to the public of information held by an officer or an agency
of the federal governnent or the respective state; or

(b) Subpoena or discovery, or admssion into evidence, in any
private civil action or adm nistrative process unless, with respect to
any privilege held by the nationw de nortgage |icensing system and
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registry with respect to that information or material, the person to
whom the information or material pertains waives, in whole or in part,
in the discretion of that person, that privilege.

(4) Chapter 42.56 RCWrelating to the disclosure of confidentia
supervisory information or any information or mnmaterial described in
subsection (1) of this section that is inconsistent with subsection (1)
of this section is superseded by the requirenents of this section.

(5) This section does not apply to the information or material
relating to the enploynent history of, and publicly adjudicated
di sci plinary and enforcenent actions against, nortgage | oan originators
that is included in the nationwide nortgage |icensing system and
registry for access by the public.

NEW SECTION. Sec. 27. A new section is added to chapter 31.04 RCW
to read as foll ows:

Each consuner | oan conpany |icensee who makes or brokers a | oan
secured by real property shall submt to the nationw de nortgage
licensing system and registry reports of condition, which nust be in
the form and nust contain the information as the nationw de nortgage
licensing systemand registry may require.

NEW SECTION. Sec. 28. A new section is added to chapter 31.04 RCW
to read as foll ows:

The director is authorized to regularly report violations of this
act, as well as enforcenent actions and other relevant information, to
t he nati onwi de nortgage |icensing systemand registry.

NEW SECTION. Sec. 29. A new section is added to chapter 31.04 RCW
to read as foll ows:

The unique identifier of any nortgage |oan originator nust be
clearly shown on all residential nortgage |oan application forns,
solicitations, or advertisenents, including business cards or web
sites, and any ot her docunents as established by rule, regulation, or
order of the director. This section does not apply to consuner | oan
conpany | i censees.

Sec. 30. RCW31.04.165 and 2001 ¢ 81 s 13 are each anended to read
as foll ows:
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(1) The director has the power, and broad admnistrative
di scretion, to admnister and interpret this chapter to facilitate the
delivery of financial services to the citizens of this state by
consuner | oan conpanies and nortgage | oan originators subject to this
chapter. The director shall adopt all rules necessary to adm nister
this chapter and to ensure conplete and full disclosure by |icensees of
| endi ng transacti ons governed by this chapter.

(2) If it appears to the director that a licensee is conducting
business in an injurious manner or is violating any provision of this
chapter, the director may order or direct the discontinuance of any
such injurious or illegal practice.

(3) For purposes of this section, "conducting business in an
i njurious manner" neans conducting business in a manner that violates
any provision of this chapter, or that creates the reasonable
i kelihood of a violation of any provision of this chapter.

(4) The director or designated persons, with or wthout prior
adm nistrative action, may bring an action in superior court to enjoin
the acts or practices that constitute violations of this chapter and to
enforce conpliance with this chapter or any rule or order nade under
this chapter. Upon proper showi ng, injunctive relief or a tenporary
restraining order shall be granted. The director shall not be required
to post a bond in any court proceedi ngs.

NEW _SECTI ON.  Sec. 31. In order to facilitate an orderly
transition to licensing and mnimze disruption in the nortgage
mar ket pl ace, sections 10 through 14, 16 through 19, 21 through 25, and
27 through 29 of this act take effect July 1, 2010.

NEW_ SECTION. Sec. 32. In order to facilitate an orderly
transition to licensing and mnimze disruption in the nortgage
mar ket pl ace, section 5 of this act takes effect January 1, 2010.

NEW SECTION. Sec. 33. The director of financial institutions or
the director's designee nay take the actions necessary to ensure this

act is inplenented on its effective dates.

Passed by the House March 9, 2009.

Passed by the Senate April 8, 2009.

Approved by the Governor April 17, 2009.

Filed in Ofice of Secretary of State April 20, 20009.
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