AMENDATORY SECTION (Amending WSR 09-01-159, filed 12/23/08,
effective 1/23/09)

WAC 208-620-010 Definitions. The definitions set forth in
this section apply throughout this chapter unless the context
clearly requires a different meaning.

"Act" means the Consumer Loan Act, chapter 31.04 RCW.

"Affiliate" means any person who controls, is controlled by,
or is under common control with another.

"Annual percentage interest rate" means the rate of interest
specified in the note.

"Annual percentage rate" has the same meaning as defined in
Regulation Z, 12 C.F.R. Section 226 et seq.

"Application”" means the submission of a borrower's financial
information in anticipation of a credit decision relating to a
residential mortgage loan, which includes the borrower's name,
monthly income, Social Security number to obtain a credit report,
the property address, an estimate of the value of the property, and
the mortgage loan amount sought. An application may be submitted
in writing or electronically and includes a written record of an
oral application. TIf the submission does not state or identify a
specific property, the submission 1is an application for a
prequalification and not an application for a residential mortgage
loan under this part. The subsequent addition of an identified
property to the submission converts the submission to an
application for a residential mortgage loan.

"Bank Secrecy Act" means the Bank Secrecy Act (BSA), 31 U.S.C.
1051 et seq. and 31 C.F.R. Section 103.

"Bond substitute" means unimpaired capital, surplus and
qualified long-term subordinated debt.

"Borrower" means any natural 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 loan, regardless of
whether that person actually obtains such a loan.

"Common ownership" exists if an entity or entities possess an
ownership or equity interest of five percent or more in another
entity.

"Creditor" has the same meaning as in the Truth in Lending
Act, 15 U.S.C. 1602 (f).

"Department" means the department of financial institutions.

"Depository institution" has the same meaning as in section 3
of the Federal Deposit Insurance Act on the effective date of this
section, and includes credit unions.

"Depository Institutions Deregulatory and Monetary Control
Act" means the Depository Institutions Deregulatory and Monetary
Control Act of 1980 (DIDMCA), 12 U.S.C. § 1735f-7a.

"Director" means the director of the department of financial
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institutions or his or her designated representative.

"Equal Credit Opportunity Act" means the Equal Credit
Opportunity Act (ECOA), 15 U.S.C. section 1691 and Regulation B, 12
C.F.R. Section 202.

"Fair Credit Reporting Act" means the Fair Credit Reporting
Act (FCRA), 15 U.S.C. Section 1681 et seq.

"Fair Debt Collection Practices Act" means the Fair Debt
Collection Practices Act, 15 U.S.C. section((s)) 1692 ((through
+692o) ) .

"Federal banking agencies" means the Board of Governors of the
Federal Reserve System, Comptroller of the Currency, Director of
the Office of Thrift Supervision, National Credit Union
Administration, and Federal Deposit Insurance Corporation.

"Federal Trade Commission Act" means the Federal Trade
Commission Act, 15 U.S.C. section 45(a).

"Filing" means filing, recording, releasing or reconveying
mortgages, deeds of trust, security agreements or other documents,
or transferring certificates of title to vehicles.

"Gramm-Leach-Bliley Act (GLBA) " means the Financial
Modernization Act of 1999, 15 U.S.C. Sec. 6801-6809, and the GLBA-
mandated Federal Trade Commission (FTC) privacy rules, at 16 C.F.R.
Parts 313-314.

"Home Mortgage Disclosure Act" means the Home Mortgage
Disclosure Act (HMDA), 12 U.S.C. sections 2801 through 2810 and 12
C.F.R. Section 203.

"Immediate family member" means a spouse, child, sibling,
parent, grandparent, or grandchild. This includes stepparents,
stepchildren, stepsiblings, and adoptive relationships.

"Individual servicing a mortgage loan" means a person who on
behalf of a lender or servicer licensed by this state, who collects
or receives payvments including payments of principal, interest,
escrow_amounts, and other amounts due, on existing obligations due
and owing to the licensed lender or servicer for a residential
mortgage loan when the borrower is in default, or in reasonably
foreseeable likelihood of default, working with the borrower and
the licensed lender or servicer, collects data and makes decisions
necessary to modify either temporarily or permanently certain terms
of those obligations, or otherwise finalizing collection through
the foreclosure process.

For purposes of this definition "on behalf of a lender or
servicer" means that the individual person is employved by the
lender or servicer and does not receive any compensation or gain
directly or dindirectly from the borrower for performing the
described activities.

"Insurance" means life insurance, disability insurance,
property insurance, insurance covering involuntary unemployment and
such other insurance as may be authorized by the insurance
commissioner in accordance with Title 48 RCW.

"Lender" means any person that extends money to a borrower
with the expectation of being repaid.

"License" means a license issued under the authority of this
chapter with respect to a single place of business.
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"Licensee" means a person who holds one or more current
licenses.

"Live check" means a loan solicited through the mail in the
form of a check, which, when endorsed by the payee, binds the payee
to the terms of the loan agreement contained on the check.

"Loan" means a sum of money lent at interest or for a fee or
other charges and includes both open-end and closed-end
transactions.

"Loan modification" means a change in one or more of the loan
conditions and includes forbearances; repayment plans; a change in
interest rates; loan term (length) ; loan type (fixed or
adjustable); the capitalization of arrearages; and principal
reductions. "Loan modification" does not include services that
result in refinancing a residential mortgage loan.

"Loan originator" means the same as ((fr—REW—TITS5-T46-010))
mortgage loan originator.

"Loan processor" means an individual who performs clerical or
support duties as an employvee at the direction of and subject to
the supervision and instruction of a person licensed, or exempt
from licensing, under chapter 31.04 RCW.

A loan processor engaged as an independent contractor for a
licensee must hold a mortgage loan originator license.

"Long-term subordinated debt" means for the purposes required
in RCW 31.04.045 outstanding promissory notes or other evidence of
debt with initial maturity of at least seven years and remaining
maturity of at least two years.

"Making a loan" means advancing, offering to advance, or
making a commitment to advance funds for a loan.

"Material litigation" means proceedings that differ from the
ordinary routine litigation incidental to the business. Litigation
is ordinary routine litigation if it ordinarily results from the
business and does not deviate from the normal business litigation.
Litigation involving five percent of the licensee's assets or
litigation involving the government would constitute material
litigation.

"Mortgage broker" means the same as in RCW 19.146.010 except
that for purposes of this chapter, a licensee or person subject to
this chapter cannot receive compensation as both a consumer loan
licensee making the loan and as a mortgage broker in the same
transaction.

"Mortgage loan originator" or "loan originator" means an
individual who for compensation or gain (1) takes a residential
mortgage loan application; or (2) offers or negotiates terms of a
residential mortgage loan.

"Mortgage loan originator" does not include any individual who
performs purely administrative or clerical tasks and does not
include a person or entity solely involved in extensions of credit
relating to timeshare plans, as that term is defined in section
101 (53D) of Title 11, United States Code.

For the purposes of this definition, administrative or
clerical tasks means the receipt, collection, and distribution of
information common for the processing of a loan in the mortgage
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industry and communication with a consumer to obtain information
necessary for the processing of a residential mortgage loan.

"Mortgage loan originator" does not include a person or entity
that only performs real estate brokerage activities and is licensed
or registered in accordance with applicable state law to conduct
those activities, unless the person or entity is compensated by a
lender, a mortgage broker, or other mortgage loan originator or by
any agent of such a lender, mortgage broker, or other mortgage loan
originator. See the definition of real estate brokerage activity
in this subsection.

This definition does not apply to an individual servicing a
mortgage loan before July 1, 2011.

"Nationwide Mortgage Licensing System and Registry _(NMLSR)"
means a mortgage licensing system developed and maintained by the
Conference of State Bank Supervisors and the American Association
of Residential Mortgage Regulators for the licensing and
registration of mortgage loan originators.

"Out-of-state licensee" means ((arry)) a licensee that does not
maintain a physical presence within the state, or a licensee that
maintains headguarters or books and records outside Washington.

"Person" includes individuals, partnerships, associations,
trusts, corporations, and all other legal entities.

"Principal" means either (1) any person who controls, directly
or indirectly through one or more intermediaries, a ten percent or
greater interest 1in a partnership, company, association or
corporation; or (2) the owner of a sole proprietorship.

"Principal amount" means the loan amount advanced to or for
the direct benefit of the borrower.

"Principal Dbalance" means the principal amount plus any
allowable origination fee.

"RCW" means the Revised Code of Washington.

"Real estate Dbrokerage activity" means any activity that
involves offering or providing real estate brokerage services to
the public, including (1) acting as a real estate agent or real
estate broker for a buyer, seller, lessor, or lessee of real
property; (2) bringing together parties interested in the sale,
purchase, 1lease, rental, or exchange of real property; (3)
negotiating, on behalf of any party, any portion of a contract
relating to the sale, purchase, lease, rental, or exchange of real
property, other than in connection with providing financing with
respect to such a transaction; (4) 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 law; and (5) offering to engage in any activity, or act
in any capacity, described in (1) through (4) of this definition.

"Real Estate Settlement Procedures Act" means the Real Estate
Settlement Procedures Act (RESPA), 12 U.S.C. Sections 2601 et seq.,
and Regqulation X, 24 C.F.R. Sections 3500 et seq.

"Records" mean books, accounts, papers, records and files, no
matter in what format they are kept, which are used in conducting
business under the act.

"Registered mortgage loan originator" means any individual who
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(1) meets the definition of mortgage loan originator and is an
emplovee of: A depository institution, a subsidiary that is owned
and controlled by a depository institution and requlated by a
federal banking agency, or an institution regqulated by the farm
credit administration; and (2) is registered with, and maintains a
unigue identifier through, the nationwide mortgage licensing system
and registry.

"Residential mortgage loan" means any loan primarily for
personal, family, or household use that is secured by a mortgage,
deed of trust, or other eguivalent consensual security interest on
a dwelling (as defined in section 103(v) of the Truth in Lending
Act) or residential real estate upon which is constructed or
intended to be constructed a dwelling.

"S.A.F.E. Act" means the Secure and Fair Enforcement for
Mortgage Licensing Act of 2008, Title V of the Housing and Economic
Recovery Act of 2008 ("HERA"), Public Law No. 110-289, effective
July 30, 2008.

"Senior officer" means an officer of a consumer loan company
at the vice-president level or above.

"Simple 1interest method" means the method of computing
interest payable on a loan by applying the annual percentage
interest rate or its periodic equivalent to the unpaid balance of
the principal amount outstanding for the time outstanding. Each
payment ((shatt)) must first be applied to any unpaid penalties,
fees, or charges, then to accumulated interest, and last to the
unpaid balance of the principal amount until paid in full. In
using such method, interest ((stax*)) must not be payable in
advance or compounded.

"State" means the state of Washington.

"Subsidiary" means a person that is controlled by another.

"Table funding" means a settlement at which a mortgage loan is
funded by a contemporaneous advance of loan funds and an assignment
of the loan to the person advancing the funds.

"Telemarketing and Consumer Fraud and Abuse Act" means the
Telemarketing and Consumer Fraud and Abuse Act, 15 U.S.C. § 6101 to
6108.

"Telephone Sales Rule" means the rules promulgated in 16
C.F.R. Part 310.

"Third-party service provider" means any person other than the
licensee who provides goods or services to the licensee 1in
connection with the preparation of the borrower's loan and
includes, but is not limited to, credit reporting agencies, title
companies, appraisers, structural and pest inspectors, or escrow
companies.

"Truth in Lending Act" means the Truth in Lending Act (TILA),
15 U.S.C. Sections 1601 et seq., and Regulation Z, 12 C.F.R.
Sections 226 et seq.

"Unigue identifier" means a number or other identifier
assigned by protocols established by the nationwide mortgage
licensing system and registry.
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EXEMPTION FROM LICENSING

NEW SECTION

WAC 208-620-104 Who is exempt from licensing as a consumer
loan company? See RCW 31.04.025.

NEW SECTION

WAC 208-620-105 Who is exempt from licensing as a mortgage
loan originator under this act? The following are exempt from
licensing as a mortgage loan originator:

(1) Registered mortgage loan originators employed by an entity
that is exempt from the act;

(2) Any individual who offers or negotiates terms of a
residential mortgage loan with or on behalf of an immediate family
member of the individual;

(3) Any individual who offers or negotiates terms of a
residential mortgage loan secured by a dwelling that served as the
individual's residence;

(4) A licensed attorney who negotiates the terms of a
residential mortgage loan on behalf of a client as an ancillary
matter to the attorney's representation of the client, unless the
attorney 1s compensated by a lender, a mortgage broker, or other
mortgage loan originator or by any agent of such lender, mortgage
broker, or other mortgage loan originator; and

(5) Individuals that do not take residential mortgage loan
applications or negotiate the terms of residential mortgage loans
for compensation or gain.

COMPANY LICENSING
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AMENDATORY SECTION (Amending WSR 09-01-159, filed 12/23/08,
effective 1/23/09)

WAC 208-620-230 Do I need ((to—apply for)) a consumer loan
license if I am lending money in the state of Washington? If you
are in the business of making secured or unsecured loans of money

H 4 . i) 1 | 1 1 i) L 1.0 Inlle) hmWalvud
or credit ((au ractes apovVe CTIIoST ariowed ulftacr ClIapter I IJ.JZ LTIy

theYsury—2Acty)) and you do not qualify for an exception under RCW
1.04.025, you must hold a license ((tu avotd uoupumylLaupc with

. [l aNaWa)
C
=
C

IT 2 A Ml . 17 J= . J RDATLT 1 Q 4
TS USUry ict-e e Ccurrent arrowaore race ullacr NCW LI+ J2-020 IS
ul . ul 1 A ) e A= 1 1
WeIVe percelfic Or eSS Out Clrac raccec may puaugc)) under this act.

AMENDATORY SECTION (Amending WSR 09-01-159, filed 12/23/08,
effective 1/23/09)

WAC 208-620-235 1Is there a maximum rate of interest allowed
under the act? Yes. The note rate of interest ((reates)) may not
( (exceeding) ) exceed twenty-five percent per annum ( (are=atiowed)).

AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-240 Once I am licensed, does the act apply to all
loans I make ((or—onity those—abovetwelve percent))? Yes. All
loans you make ((as—atfcermsee)) Lo Washington residents and loans
secured by Washington residential real estate are subject to the
authority and restrictions of the act including the provisions
relating to the calculation of the annual ((fee)) assessment.

AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-245 Does the Consumer Loan Act allow me to make
one or two loans ((subject—to—the—act)) without being licensed?

No. The act ((ayylico to—atT—toars mace by Hecensees aud)) does

not provide an exemption for a ((demimimes) de minimis number of

l T . n J i~ 4 J 4 ul 4
ocans. ( (FE—~vouw—are ot —TIztcernsed; TS aCT ToTesS 1TOT appTIy CTO youUr

t
tramsactionsy) ) See WAC 208-620-230.
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AMENDATORY SECTION (Amending WSR 08-15-125, filed 7/22/08,
effective 8/22/08)

WAC 208-620-260 If I am licensed under the Consumer Loan Act,
can I broker loans in the state of Washington? Yes. You may
broker 1loans wunder the Consumer Loan Act or Mortgage Broker
Practices Act.

(1) If you broker loans under the Consumer Loan Act license,
( (those——Toarmrs—eare—subject—to)) you are subject to the act and the
loans are subject to the annual assessment under WAC 208-620-240.

(2) If you ((broker—toarms)) are licensed under the Mortgage
Broker Practices Act, chapter 19.146 RCW, you must comply with that
act. If vou do hold that additional license, the loans you broker
are subject to that act and are not subject to the annual
assessment under this act.

NEW SECTION

WAC 208-620-271 Do I need a license to assist a borrower with
a loan modification? Yes. Persons providing loan modification
services for compensation or gain must be licensed under this
chapter, or under chapter 19.146 RCW.

AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-280 How do I apply for a consumer loan license?
( (-(ﬁ—App—l—:i.—catiuu. AT ayylipaut for g coirsumer Toan compairy
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anc—toss—statemernt;
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directorss)) (1) Your application consists of an on-line filing
through the NMLSR and Washington specific regquirements provided
directly to DFI. You must pay an application fee through the NMLSR
system.

(2) Upon application and periodically upon license renewal,
each officer, director, and owner applicant must provide
information concerning:

(a) Identity, including fingerprints for submission to the
Washington state patrol, the federal bureau of investigation, the
nationwide mortgage licensing system and registry, or _any
governmental agency or entity authorized to receive this
information for a state and national criminal history background
check;

(b) Personal history;

(c) Experience;

(d) Business record; and

(e) Other pertinent facts, as the director may reasonably
require.

(3) ( (Responsible—applicants-)) Each ((of—the))
principal((s)), officer((s)) and director((s)) of the entity that
is applying for a license is deemed responsible for the information
submitted as part of the application.
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NEW SECTION

WAC 208-620-281 What will happen if my license application is
incomplete? The department will only process complete
applications. If your application is incomplete your file will be
marked "pending-deficient"™ in the NMLSR. The department will
either identify each deficiency or respond that there are multiple
deficiencies and ask you to contact the department. You are
responsible for reviewing your record and responding to each issue.

NEW SECTION

WAC 208-620-282 How do I withdraw my application for a
license? You may withdraw the application through the NMLSR. You
will not receive a refund of the NMLSR application fee but you may
receive a partial refund of your licensing fee if the fee exceeds
the department's actual <cost to investigate the license
application.

NEW SECTION

WAC 208-620-284 What are my rights if the director denies my
application for a 1license? You have the right to request an
administrative hearing pursuant to the Administrative Procedure
Act, chapter 34.05 RCW. To request a hearing, you must notify the
department within twenty days from the date of the director's

notice to you that your license application has been denied. See
WAC 208-620-615.

AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-290 What fees ((wit:l T be charged)) must I pay
for my application for a consumer 1loan license? (1)
( (APPhC‘&"t‘IOﬂ) ) NMLSR fees. ( (Frre—director—witt charge—th
ayylipaut or lipcuocc)) You must pavy the NMLSR system fee when YOou
submit your application.

(2) DFI fees. You must pay $95.55 per hour for review an
investigation of ( (+ts ayylipatiuu ard—attendant J'.uvcotj.gatiuu

for)) the following:

<

0.
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(a) New consumer loan company license;

(b) New branch office license;

(c) Notice of change of control; or

(d) Opinions rendered regarding interpretations of statutes
and rules.

((-(%—)—)) _(_)_ Licenses. ((Thc Heermrsee—witT—De L,].ld.J_Lde)) You
must pay $106.71 for ((thke)) issuance of the following licenses:

(a) New or replacement main office licenses; or
(b) New or replacement branch licenses.

AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-300 If I want to open more than one office, do I
have to file an application for each location? ( (A *tcernrsee must
k_,Ulllb)lCtC aT—Cconstumer—toar——Ticense ayplipatiuu)) Yes. You must
submit a branch office application through the NMLSR for each
consumer loan company branch office, loan servicing location, or
direct solicitation location, and provide evidence of surety bond

1 =] o S 1 1 1 o
coverage for ((anmy—eaddrtrormat)) each branch. ( (Hrre—drrector—may
. N 4 11 L 1o . L A LA | 1 .. .
regurre —that——at+—or—some—of—the—Trrnftormetror—provicded—Tor—tire

2 2 ul 1 = e o 1 NP 1
UL 1Tyl dpyIT1TTCatlUull U UpUadtTU. ))

AMENDATORY SECTION (Amending WSR 09-01-159, filed 12/23/08,
effective 1/23/09)

WAC 208-620-320 What is the amount of the bond required for
my consumer loan license° ((f&+—£oans—not—secured—by—reai—estateT

£ o | . wul 1 1ol o o o | 1 1 £ L o = =
U L 1VCT 10U0CaAdtCLUIlIS . TOUL c4dtlll adaUulul Tt 1lUlldl DL dllCIl UL 1L 10T UVTL LiILve,

1 = £ ) 1 N} A 1 o 1 1 4 ) N} 1 1 1
IS JlloulTtc UL Ll DUITU TIiU o U DT LIIC L TdoTU Uy LTI U1ITotusdllidJdoL Tdl s .

I 1 = e = il
-(%—)—I:oans—secured—by—rea%estate. TOr g L ICTeIISTtT MaRIiTg Toatrs

thotrsand—dottars~)) The bond amount is based on the annual dollar

amount of loans you originate. See the following chart:
1. Zero to five million in loans $30,000
originated:
2.  Five million to fifteen million: $50.000
3.  Fifteen million to thirty million: $100,000
4.  Thirty million and above: $150.,000
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NEW SECTION

WAC 208-620-325 What will my bond amount be in the first year
of licensing? Your initial bond amount will be based on either
your prior vyear's loan origination wvolume or thirty thousand
dollars, whichever is greater. See the bonding chart in WAC 208-
620-320.

NEW SECTION

WAC 208-620-327 How often will my bond amount change? Your
bond amount may change annually depending on your volume of loan
origination.

NEW SECTION

WAC 208-620-328 How often must I report my loan origination
volume? You must report your loan origination volume each quarter
when filing your call report (see WAC 208-620-431) and each year
during the annual assessment period. By March 1lst of each year,
you must determine your required bond amount and provide DFI with
proof of having an adequate bond.

AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-340 Do I have any alternative to maintaining a
surety bond? ( (Bond—substituter)) You may use a bond substitute,
as defined in WAC 208-620-010, that meets the following
reguirements:

(1) The company must be a Washington business corporation.

(Amount—of—the—bond—substituter)) The company's
( (Frecemseemustmaintat) ) unimpaired capital must be maintained in

an amount so that the aggregate sum of the ((ffeemsee's)) company's
debt, including outstanding promissory notes or other evidences of
debt, does not at any time exceed three times the amount of its
bond substitute.
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(3) ((bong—term—subordimateddebt-)) The company's long-term
subordinated debt, as defined in WAC 208-620-010, may be excluded

from the ((ffcermsee's)) company's debt for purposes of calculating
the bond substitute only if any claim by the subordinate debtholder
on the ((teemsee's)) company's assets is junior to claims by the
state or a consumer under the act. The licensee must file with the
director a subordination agreement in favor of the state.

(4) ((Bad—debts—anduncollectible judgments— A& Iicersee—that
matrtatrs—a Pbond——substitute)) The company may not consider bad
debts and wuncollectible Jjudgments as assets for purposes of
calculating the bond substitute. A bad debt is any debt owed to
the licensee upon which any payment is six months or more past due.
An uncollectible judgment is any Jjudgment which is more than two
years old and which has not been paid.

(5) ((Review of requirements:)) The director may evaluate the
documentation submitted by the licensee or other documentation
requested by the director to determine whether the bond substitute
meets the requirements of RCW 31.04.045(3).

NEW SECTION

WAC 208-620-341 If my company relies on the bond alternative,
must my licensed mortgage loan originators obtain an individual
bond? Yes. They must each obtain individual bonds based on their
mortgage loan origination volume. The bond must be in the
following amount:

(Tiered levels of bonding)

AMENDATORY SECTION (Amending WSR 08-15-125, filed 7/22/08,
effective 8/22/08)

WAC 208-620-360 What if I ((choose—the)) wuse a bond
substitute ((atternative)) and my unimpaired capital falls below

the minimum? ( (Farture—to —maintain—sufficient—unimpaired
capital-)) A  ((¥fecermsee)) company that does not maintain a
sufficient bond substitute ((shaxf)) must notify the director
within ten days ((as—reguiredby WAC268—626—490)) of the decrease
in unimpaired capital. The ((ficemseemust)) department will then
direct you to obtain and file ((with—thedirector)) a surety bond
in the amount required by WAC 208-620-320. You must comply within
twenty days ((aftCJ_ J_c&,cj_viug motitce—from—the d.JI_J_C&,tUJ_)). ((A

THieemrsee—that—Ffites)) If you obtain a surety bond under this
section you must maintain the surety bond for five years after the
date of noncompliance. During this five-year period, the director
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will not accept a bond substitute.

AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-370 What are the grounds for denying or
conditioning my consumer loan company license application? The
director may deny or condition approval of a license application if
the applicant or any principal, officer, or board director of the
applicant:

(1) ((Fattringtopay-)) Fails to pay a fee due the department
or the NMLSR;

(2)  ((Paiid | i | | £ e i bitid
fitness)) Fails to demonstrate financial —responsibility,
experience, character, and general fitness to operate a business
honestly, fairly, and efficiently within the purposes of the
Consumer Loan Act. The director may find that the person has
failed to make the demonstration if, among other things:

(a) The person is or has been subject to an injunction or an
administrative action issued pursuant to the Consumer Loan Act, the
Consumer Protection Act, the Mortgage Broker Practices Act, the
Insurance Code, the Securities Act, or similar laws in this or
another state; or

(b) An independent credit report issued by a recognized credit
reporting agency indicates that the person has a history of unpaid
debts; or

(c) The person is the subject of a criminal felony indictment,
or a criminal misdemeanor charge involving dishonesty or financial
misconduct; or

(d) The person is insolvent in the sense that the value of the
applicant's or licensee's liabilities exceeds its assets or in the
sense that the applicant or licensee cannot meet its obligations as
they mature;

(3) ((Misrepresentations—oromissions-)) Has misrepresented,
omitted or concealed a material fact from the department or has
misrepresented a material fact to the department;

(4) ((Prior—business——conduct:)) Has been found to have
committed an act of misrepresentation or fraud in any aspect of the
conduct of the lending or brokering business or profession;

(5) ((Fatlure—to —complete—theapplication:)) Has failed to
complete its application as defined in WAC 208-620-280, within a
reasonable time after being notified that the department considers
the file abandoned for failure to provide requested information or
documentation.
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NEW SECTION

WAC 208-620-371 May I employ someone who has been convicted
of a felony, or who has had a lending-related license revoked or
suspended? No. Pursuant to RCW 31.04.093(6), the director may
prohibit any officer, principal, or employee from participating in
the affairs of any license if that officer, principal, or employee
has been convicted of or pled guilty or nolo contendre to a felony
in a domestic, foreign, or military court:

(1) During the seven-year period preceding the date of the
application for licensing and registration; or

(2) At any time preceding the date of application, if the
felony involved an act of fraud, dishonesty, breach of trust, or
money laundering. For purposes of this section, "participation in
the affairs of any licensee" means an officer, principal, or
employee who will or does originate loans, supervise loan
originators, or manage the loan production activities of the
licensee. Additionally, the director may prohibit participation in
the affairs of the licensee by any officer, principal, or employee
who has had a license to engage in lending, or performance of a
settlement service related to lending, suspended in this state or
any state. The department considers it to be a deceptive practice
in violation of RCW 31.04.027(2) for any licensee to employ an
officer, principal, or employee to originate loans, supervise loan
originators or manage the loan production activities of the
licensee without first conducting a background check.

NEW SECTION

WAC 208-620-372 Am I responsible for the actions of my
employees and independent contractors? Yes. You are responsible
for any conduct violating the act or these rules by any person you
employ, or engage as an independent contractor, to work in the
business covered by your license.

NEW SECTION

WAC 208-620-373 What happens to loans in the pipeline if a
mortgage loan originator leaves my company? Existing loan
applications must be processed by another licensed loan originator
in the company. At the borrower's written request, the loan can be
transferred to another licensed entity.
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NEW SECTION

WAC 208-620-374 What action must I take in the NMLSR if I
fire a loan originator or if the loan originator quits? You must
file a relationship termination through the NMLSR within five days
of firing someone or the person gquitting.

AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-380 Are there any additional requirements for
out-of-state licensees? (1) All locations must be licensed. Any
person that conducts business under the act with Washington
residents or Washington residential real estate must obtain a
license for all locations from which such business is conducted,
including out-of-state locations, with the exception of those
office locations providing only underwriting and back office
services under WAC 208-620-310.

(2) Keeping records out-of-state. The director may approve
the maintenance of a licensee's records at an out-of-state
location. The licensee must request approval in writing and must
agree to provide the director access to the records and pay the
hourly rate plus travel costs pursuant to WAC 208-620-590.

( (Ak_ﬂLCClllCllt tU alluw adaCTTOoO O tU thc J_CKJUJ_U.I.D Jl_D =} k_/UllU.l.Jl_tJl_Ull Uf
1 = 2 oy 4 oy 4 4 1 I
J_J_k,CLLDJ_J.l\j UL Jdll  UOuUCcC— UL o LALT J_UK/O.L,J_ULI.) )

(3) Service on out-of-state licensee. An out-of-state

licensee's registered agent in Washington is the licensee's agent
for service of process, notice, or demand.

AMENDATORY SECTION (Amending WSR 08-15-125, filed 7/22/08,
effective 8/22/08)

WAC 208-620-430 What are my annual filing requirements as a
consumer loan licensee? FEach year you are required to file a
consolidated annual report on a form provided by the department.
You must also pay a fee (assessment) based on your loan portfolio
((from)) balance at the end of the prior calendar year ((end)),
plus the loan activity conducted during the reporting year.

(1) Annual report and assessment due ((March—Ist)) February
14th. You must provide the completed consolidated annual report,
through the NMLSR by March 1st of each vear. The worksheet ( (7))
and annual fee must be provided directly to the department by March
lst of each year.

(2) Late penalties. A licensee that fails to submit the
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required annual report, worksheet, and assessment by March 1lst is
subject to a penalty of fifty dollars per report for each day of
delay. For example, if the department receives the consolidated
annual report and worksheet on March 4th, the licensee would have
to pay an additional three hundred dollars as a late penalty. The

maximum late penalty that will be assessed is five thousand dollars
er year.

(3) Failure to file. If a licensee fails to pay its annual
assessment and file a worksheet by April 1st the director may file
a claim against the licensee's surety bond for failing to
faithfully conform to and abide by the Consumer Loan Act. The
department may make a claim on the licensee's surety bond for the
late penalties under subsection (2) of this section and the greater
of:

(a) The assessment paid the previous year;

(b) The average annual assessment paid in the previous two
years; or

(c) Fifteen hundred dollars.

NEW SECTION

WAC 208-620-431 What are my quarterly filing requirements?
(1) In addition to any other annual financial statement you must
file quarterly reports through the NMLSR. The NMLSR will prescribe
the content and form of the report.

(2) The reports are due within forty-five days from the end of
each quarter:

® First quarter - May 15th;

® Second quarter - August 1l4th;

® Third quarter - November 14th;

® Fourth quarter - February 1l4th.

(3) If you fail to submit the report within forty-five days of
the end of the quarter as indicated in subsection (2) of this
section, you will not be able to renew vyour license or
registration, and will not be able to open additional branches or
add new loan originators.

NEW SECTION

WAC 208-620-432 Will the filing of the fourth quarter call
report satisfy the consolidated annual report (CAR) requirement of
WAC 208-620-430? The director may accept the fourth quarter call
report in lieu of your annual consolidated annual report.
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AMENDATORY SECTION (Amending WSR 08-15-125, filed 7/22/08,
effective 8/22/08)

WAC 208-620-440 How do I calculate my annual assessment for
activity in Washington? (1) Calculation of the annual assessment.
The annual assessment is based on the "adjusted total loan value"
as defined in subsection (2) of this section. The amount of the
annual assessment is determined by multiplying the adjusted total
loan value of the loans in the year being assessed by .000180271.

(2) All loans counted in assessment calculation. The
"adjusted total loan value" is the sum of:

(a) The principal loan balance on Washington loans in your
loan portfolio on December 31 of the prior year; plus

(b) The total principal loan amount of all first and Jjunior
lien Washington loans both under and over twelve percent interest,
you made, brokered, or purchased during the assessment year.

(3) Reverse mortgages. Fach reporting year, yvou will report
and be assessed on:

(2a) The dollar amount of advances made; and

(b) The dollar amount of accrued interest.

AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-490 What are my reporting responsibilities when

something of significance happens to my business? (1) Prior
notification required. ((A—ZXftcermsee)) You must ((motify—the
cirector—in WLitiug)) amend vour NMLSR record at least ten days
prior to a change of ((the—Ticermsee's)) your:

(a) Principal place of business or any of ((fts)) branch
offices;

(b) Name or legal status (e.g., from sole proprietor to
corporation, etc.);

(c) Name and mailing address of ( (thre—out—of—state

Tiecermsee's)) your registered agent if you are located outside the
state;

(d) Legal or trade name; or

(e) A change of ownership control of ten percent or more; or

(f) A closure or surrender of the license. See WAC 208-620-
499

(2) Post notification within ten days. ((A—Tfcermsee)) You
must ((uutify the—director—in WLLtLug)) amend vour NMLSR record

within ten days after an occurrence of any of the following:

(a) Change in mailing address, telephone number, fax number,
or e-mail address;

(b) Cancellation or expiration of ((fts)) your Washington
state master business license;

(c) Change in ((xts)) standing with the state of Washington
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secretary of state, including the resignation or change of the
registered agent;

(d) Failure to maintain the appropriate unimpaired capital
under WAC 208-620-340. See WAC 208-620-360; ((or))

(e) Receipt of notification of cancellation of ((the
Tieermsee's)) your surety bond; or

(f) Termination of sponsorship of loan originator.

(3) Post notification within twenty days. ((AZ—ZTfcersees)) You
must ((uutif_y the—director—in WJ_J'_tJ'_ug)) amend vour NMLSR record
within twenty days after the occurrence of any of the following
developments:

(a) Receipt of notification of ((the—=stmstitutiormrof)) license
revocation procedures against your license in any state ((agaimost
the—ttcensee) ) ;

(b) The filing of a felony indictment or information related
to lending or brokering activities ((of—theTticersee;)) against you
or any officer, board director, or principal ((of—theticensee)) or

an indictment or information involving dishonesty ((of—the
Ticermsee;)) against vyou or any officer, board director, or
principal ((of—the—Zttcensee));

(c) ((Pre—TFicemsee;)) Conviction of vyou or any officer,

director, or principal ((of—the—Ticemsee—ts—convicted—of)) for a
felony, or a gross misdemeanor involving lending, brokering or
financial misconduct; or

(d) The filing of any material 1litigation against the
( (Freermsee)) company.

(4) See WAC 208-620-499 for the requirements when yvou close
your business.

NEW SECTION

WAC 208-620-499 What are my reporting requirements if I want
to close my company or surrender my license? If you cease doing
business in Washington you must do the following:

(1) Submit a surrender request through the NMLSR within ten
days of closing the company or surrendering the license.

(2) You must file the final annual report, worksheet, and
submit any fees owed as required in WAC 208-620-430. Failure to
file these reports within thirty days of closure will trigger the
bond claim process as described in WAC 208-620-430(3), or other
action.

(3) Any Washington loans in your portfolio and CLA activity
remain subject to the director's authority including investigation
and examination, and the fees associated with those activities.
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AMENDATORY SECTION (Amending WSR 08-15-125, filed 7/22/08,
effective 8/22/08)

WAC 208-620-500 What are my reporting requirements if I want
to close one or more of my branch offices? If you close a branch

office, you must ( (fmmediatetry rotify—the—department—using—the

CUllDulllCL LUGLLJ. UffJ.L/C ClUDuJ_C FUJ_llL. YUU. llLth thDU J_CtuJ_ll t].lC
ortgimat—ticense)) submit a surrender request through the NMLSR at
least ten days prior to the branch closing.

AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-505 1In addition to the Consumer Loan Act, what
other laws do I have to comply with? You must ensure you are in
compliance with all federal and state laws and regulations that
apply to lending or Dbrokering loans when applicable to the
transaction including, but not limited to, the Truth in Lending
Act, the Equal Credit Opportunity Act, the Home Mortgage Disclosure
Act, the Bank Secrecy Act, the Real Estate Settlement Procedures
Act, the Gramm-Leach-Bliley Act, the Fair Debt Collection Practices
Act, the Fair Credit Reporting Act, the Federal Trade Commission
Act, the Telemarketing and Consumer Fraud and Abuse Act, the
Washington State Fair Housing Act, the SAFE Act, and the Federal
Trade Commission Telephone Sales Rule, 16 C.F.R. Part 310.

NEW SECTION

WAC 208-620-506 Must my underwriting analysis of a borrower's
residential mortgage loan application include a determination of
the borrower's ability to repay the loan? Yes. To ensure that
underwriting standards are consistent with prudent lending
practices, the underwriting standards should include, at a minimum,
an analysis of the borrower's ability to repay the obligation. The
analysis of a borrower's repayment capacity must include the debt
to 1income ratio; the assets, net worth, or equity; and any
prepayment penalty clauses.
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NEW SECTION

WAC 208-620-507 What elements of an ability to repay analysis
must be part of my underwriting policy of a residential mortgage
loan? (1) Your underwriting policy must include:

® A procedure for evaluating and documenting a borrower's
ability to repay.

® Standards used to evaluate the borrower's ability to repay
by final maturity at the fully indexed rate.

® A policy that provides the assumption of a fully amortizing
repayment schedule in determining the borrower's ability to repay.

® An evaluation of any negative amortization on a borrower's
ability to repay.

® Standards for verifying the borrower's income, current
employment and reasonably expected future income.

® Standards for verifying the borrower's assets, net worth or
equity in the subject property.

® Standards for an acceptable range for the borrower's debt
to income ratio based on the loan type (conventional, reduced
documentation, stated income).

® Demonstration that the debt to income ratio includes all of
the borrower's contractual obligations, or that an allowance has
been made within the ratio to take into account ancillary borrower
contractual obligations (utility, cell phone contracts, etc.).

® Standards for counseling borrowers on the impact of their
decision to accept a mortgage with an adjustable rate, balloon
payment, or other alternative product or feature.

® Standards on the substitution of a credit score in place of
income, assets, or net worth.

® Standards for due diligence of third-party originators
including prerelationship review, verifications of borrower
information, responsibility for initial RESPA compliance,
responsibility for adverse action notice compliance, and
postclosing reviews.

® Procedures for notifying borrowers about prepayment
penalties.

(2) You must demonstrate consistent and uniform application of
the elements in subsection (1) of this section in your in-house
compliance and audit departments.

AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-510 What are my disclosure obligations to
consumers ( (under—the—Consumer—Loan—Act) ) ? (1) Content
requirements. In addition to complying with the applicable

disclosure requirements in the federal and state statutes referred
to in WAC 208-620-505 if the loan will be secured by a lien on real
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property, you must also provide the borrower or potential borrower
an estimate of the annual percentage rate on the loan and a
disclosure of whether or not the loan contains a prepayment penalty
within three days of receipt of a loan application.

(2) Proof of delivery. The licensee must be able to prove
that the disclosures under subsection (1) of this section were
provided within the required time frames. In most cases, proof of

mailing is sufficient evidence of delivery. If the licensee has an
established system of disclosure tracking that includes a
disclosure and correspondence log, checklists, and a reasonable
system for determining if a borrower did receive the documents, the
licensee will be presumed to be in compliance.

(3) Rate locks. Within three days, including Saturdays, of
receipt of a loan application yvou must provide the borrower with
the following disclosure about the interest rate:

(2a) If a lock—-in agreement has not been entered into, vou must
disclose to the borrower that the disclosed interest rate and terms
are subiject to change.

(b) If a lock-in agreement has been entered into whether the
lock—-in agreement 1is qguaranteed and whether and under what
conditions any lock-in fees are refundable to the borrower.

(c) Tf the borrower wants to lock the rate after the initial
disclosure, vyou must provide a rate lock disclosure within three
days of the lock-in date that includes the following:

(1) The length of the lock-in period;

(ii) The expiration date of the lock-in rate;

(1ii) The lock-in interest rate;

(iv) If applicable, the index and a brief explanation of the
tyvpe of index used, the margin, the maximum interest rate, and the
date of the first interest rate adjustment; and

(v) Any other terms of the lock-in agreement.

(4) Brokered loans.

(a) Within three business days following receipt of a loan
application vou must provide to each borrower a good faith estimate
that conforms with RESPA 24 C.F.R. 3500.

(b) Within three business days following receipt of a loan
application you must provide to each borrower a truth in lending
disclosure that conforms with Regulation 7, 12 C.F.R. Section 226.

(c) Whether a lock-in agreement has been entered into with the
borrower.

(d) Tf a lock-in agreement has been entered into whether the
lock-in agreement is guaranteed and whether and under what
conditions any lock-in fees are refundable to the borrower.

(e) If the borrower wants to lock the rate after the initial
disclosure, you must provide a rate lock disclosure within three
days of the lock-in date that includes the following:

(1) The length of the lock-in period;

(ii) The expiration date of the lock-in rate;

(1ii) The lock-in interest rate;

(iv) If applicable, the index and a brief explanation of the
tyvpe of index used, the margin, the maximum interest rate, and the
date of the first interest rate adijustment; and
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(v) Anvy other terms of the lock-in agreement.

(5) Shared appreciation mortgages (SAM) or mortgages with
shared appreciation provisions. Within three business days
following receipt of a loan application for a shared appreciation
mortgage, or a mortgage with a shared appreciation provision, vou
must provide each borrower with a written disclosure containing at
a minimum the following:

(2a) The percentage of shared equity or shared appreciation you
will receive (or a formula for determining it);

(b) The value the borrower will receive for sharing his or her
equity or appreciation;

(c) The conditions that will trigger the borrower's duty to
pay;:

(d) The conditions that may cause the lender to terminate the
mortgage or share appreciation provision early;

(e) The procedure for including gualifving major home
improvements in the home's basis (if any);

(f) Whether a prepayment penalty applies; and

(g) The date on which the SAM terminates and the equity or
appreciation becomes pavable if no triggering event occurs.

(b) Each 1licensee ((shatf)) must maintain in its files
sufficient information to show compliance with state and federal
law.

AMENDATORY SECTION (Amending WSR 09-01-159, filed 12/23/08,
effective 1/23/09)

WAC 208-620-511 What is the disclosure required under RCW

19.144.0207 ((5e=)) (1) You must provide the borrower with a
clear, brief one page summary to help borrowers understand their
loan terms. The disclosure summary must be provided on one page

separate from any other documents and must use clear, simple, plain
language terms that are reasonably understandable to the average
person.

(2) You must provide the initial disclosure summary to the
borrower within three business days following vyour receipt of a
complete loan application.

(3) You must redisclose material loan terms within three days
of a significant change, or at least three days before closing,
whichever is earlier.

(4) You may provide the disclosure summary in electronic form,
in a manner consistent with the procedure for delivery of
electronic disclosure under Regulation Z of the Truth in Lending
Act, 12 C.F.R. Part 226, currently in effect, which implements the
E-Sign Act of 2000, 15 U.S.C. Sec. 7001 et seq.

(5) The department has developed model forms that comply with
this provision. See the department's web site. See also RCW
19.144.020 and WAC 208-600-200.
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NEW SECTION

WAC 208-620-513 What information must I obtain from a
borrower prior to pulling a credit report on a residential mortgage
loan? (1) You must collect the borrower's name, monthly income,
Social Security number, the property address, an estimate of the
value of the property, and the mortgage loan amount sought.

(2) If the submission is for a purchase mortgage loan and a
specific property has not been identified you may obtain a credit
report for a prequalification without obtaining all the information
in subsection (1) of this section.

AMENDATORY SECTION (Amending WSR 08-15-125, filed 7/22/08,
effective 8/22/08)

WAC 208-620-515 What authority do I have as a licensee?
((t3r)) As a licensee you may:

((t=y)) (1) Lend money ((at—=)) with a note rate that does not
exceed twenty-five percent per annum as determined by the simple
interest method of calculating interest owed( (7

£l ) T e o L . i £ ul Jo 4
() L1l CUIINNITC T 1LUIL WL TII CLIT HMNIdRKT1IY UL d LOUdlly, ClIadaL gt C

1 £ 1 lal . | | . . . £ A 4
LDUL L UWCTL [=} IOl ulidadou 1<, pLTpaAlLuU, 10dll UL 1Y LllIatlLUIll 1L CTT 11O0TC |

. . | 1 | =
< pLilicipdl UaldllCT UL

. ] - L) 4= - ] 41 .
LTTCTTITOSTT UL UlTUcT L CUIIITOUTIT UWIITLOITLY WL TIT L1 L TTTITOTT AT Ulrat
=l

O
1
L

£ ] 2 2 e o z 3 3 e £ L1 1
pelLlUllnNcUu ST viItTTos 1IN CUINITITCTIUITT WITI U UL 1y Llliiat LUl oLt 1Udll.
2

1 . . 4 = 4 1 1 .
Y L 1 TTIIOSTT Hiay 1TOT I TCTLVT CUNMPTIToat TUIT ao d MU TyadycT OULURTL 11T

e o L ul 1 1 . 1 =
CUINNITC LU ITUIT WITI dlly LUdIT 'IIadUucT Uy Ll 1 I1ICTIIOoTT,

[ 1\ Ml 1= 4 | 2 / \ 1 L1\ £ 1 2 1 . |
() LI pUOWCT Lo L 1LotTU L1l \ad) dllU () UL LITL o oUbuoTU L LUl dPVY1LY
1 4 = . 1 = 4 1 1 4 1 ] N 4 L
UJ.lJ__Y | ) Jull_LUJ_ LI IO L L,kjclkjc 1T0UdlITSy, T | LI TIIUTL S ClIat dL T 1ITOUT
1 1o L 1] 1 L1 hmY L T 4 o L 4 = hmY | 4 1
CITULTITULS UlTUT L CITT DCPUSTLULY IS T T CUCTIULITS DCITUUIAdtULY dITU

. 1 ] = i) . . - sl ] . 1o 4 T ..
1Ty LITC TUULITY, joav RS ITOUT L LITTCTU LUy, CLTULU LTPUL UG dytTIICIToy

ul o : 4 4 1 ] 4= : 4 ]
1T CUIIPdITLITS, ANV L oTL Oy oLLUCTULLl dllu pPpTol 1TITopTUTLUL S, [N W]

[ 24 ] OTS- 2460. 4



. I R ] . £ 1o . =] .. 1 =l 1o
LU a4 LIIT1TUu parLty LTUL SUTCIlh OoTLVITCTS ULl PULPUSTS dllU Tlidy 1T1TC T UUT ouUtTlIl

£ . 4] . £ 4= ul T i) i)
LTTO LIT C1IT JdlITOULITU UL Ll 1TOUdll. ITUOWTVTL, 1TO ClIaLl gt Ia’y jOAS)
11 4 ] 1 1 . ] . £ la1 £
CULITCULTU UIT1TTOo S [e} L10OdIT LS IadJu<, CTACLTPL 10U I TASUIIdIULT ITTOS
4 17 1 il . ] . 4 L, I L1 . ul L
dJCtlUal Ty dlliiudu PpropTli Ty T1ITCUrLITU T CUINNIITCTITUIT WITIT TIITeT adapypLaloal UL

4 1 1 - C o 1 J 1 1 4 £ J ul I P ] 4
PLIUPTIUTY Uy d Jyuadl T L ITTU, LTITUTPOTITUTITL, PLULITSSTUITA L, CITTTUTP adlLty

LA L 1 1 . £ =1 | lad= 1ol 4 1 £ 4 1
(7)) CULLTCOCUL L LU LT UTUOLUL L TASUVUIIAULT daLLULIITYOS Lo, atltliadl

] 4 3 ] 3 = L} 4 1 1 = £
CAPTITOST S,y JdIO TCUS TS LT1IITCUL LU 11T CUIINNITCC U IUIT WITIT Ul CULTITCUILTUIT UL

] 1 = A 1 o b . L 1 1o 1 Ja b ;.
d U I IITIyucTITt Ucot, d LTPYPUSoSTS S 1TUILL, Ul a LTULITCI1IUSULT WIIKTIT da UTuoUT 1o

£ 1 £ 17 . 4 4 Jo J 4 | J ]
I TITLLITU 1T OUL CUTTTCUCTITUIT | 1T dLLULTITY WI1TU EENS) ITOT [=} odITdl ITTU

| £ =1 I
CllpLUy<TT UL LI LT 1ICTIIOoTT .

Vi W | 17 : 2l NI ) e
VI FIdRT  UpPpTlII—TIIUa  1Uudllodo pLuviIuTU LTI tiiTe dct.

/ \ T 1 L P m= 47 A Q TS ATT | . .

VO 11 dCTCULUgJlIICT  WITII 1 T TCTIT 30 INCW, ot L L LTITo UL JlTCT " CUVTEL T1IY
1 ul 4 J . 1 = C =] = JoaT o L 1 .

dllud pTlLl oUlldl PIUPTL LYY, CUvVEL Iy Tl 1T 11T UL " UloduULl LTI Uy UL DULII

L

1
1ALl
£ 4
L C

) 11C 1L)UJ_J_UWCJ_, Gl.lld L/UVCJ_Jl.lly t].lC Jl.llVUlu.llthJ__Y uucmyluylucut Uf t].lC
borrower) ). This applies only to nonmortgage loans, junior lien
mortgage loans, and to lenders that are not "creditors" under the
Depository Institutions Deregulatory and Monetary Control Act when

making first lien mortgage loans. The requirement for the simple
interest method of calculating interest does not apply to reverse
mortgages.

(2) Make open-end loans as provided in RCW 31.04.115.

(3) In accordance with Title 48 RCW, sell insurance covering
real and personal property, covering the life or disability or both
of the borrower, covering the involuntary unemployment of the
borrower, or other insurance products approved by the Washington
state office of the insurance commissioner.

(4) Sell incidental products. For the purposes of this
section "incidental" means products or services including, but not
limited to, guaranteed asset protection programs, warranties, and
prepaid legal services.

(5) The authority to sell insurance and incidental products
described in subsections (3) and (4) of this section is subiject to
the director's approval. The cost of the products may, at the
consumer's option, be paid from the proceeds of the loan and
included in the principal balance provided that:

(a) The purchase of the product is not a factor in the
approval of credit and this fact is clearly disclosed in writing to
the consumer; and

(b) The consumer gives the licensee written permission to
purchase the product after receiving disclosure of the terms and
cost.
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AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-520 How long do I have to maintain my records
under the Consumer Loan Act? What are the records I must maintain?

(1) General records. Each licensee must preserve the books,
accounts, records, papers, documents, files, and other information
relevant to a loan for a minimum of twenty-five months after making
the final entry on that loan at a location approved by the
director. Mortgage transaction documents have a different
retention period; see subsection (3) (a) of this section.

(2) Advertising records. ( (& Heensee must matntarra COPY of
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aytu_uvcd by the—cdirector: Stuch L.,uLJJ'_co shrat+—irnctude) ) These
records include newspaper and print advertising, scripts of radio
and television advertising, telemarketing scripts, all direct mail
advertising, and any advertising distributed directly by delivery,
facsimile or computer network.

(3) Specific records. The records required under subsection
(1) of this section include, but are not limited to:
(a) Mortgage transaction documents. These documents must be

retained for the period of time required by federal law;

(b) All forms of loan applications, written or electronic (the
Fannie Mae 1003 is an example):;

(c) The initial rate sheet or other supporting rate
information;

(d) The last rate sheet, or other supporting rate information,
if there was a change in rates, terms, or conditions prior to
settlement;

(e) Rate lock agreements and the supporting rate sheets or
other rate supporting document;

(f) All written disclosures required by the act and federal
laws and regulations. Some examples of federal law disclosures
include, but are not limited to: The good faith estimate, truth in
lending disclosures, Equal Credit Opportunity Act disclosures,
affiliated business arrangement disclosures, and RESPA servicing
disclosure statement;

(g) Documents and records of compensation paid to employees
and independent contractors;

(h) An accounting of all funds received in connection with
loans with supporting data;

(i) Settlement statements (the final HUD-1 or HUD-1A);

(1) Broker loan document reqguests (may also be known as loan
document request or demand statements) that include any prepayment
penalties, terms, fees, rates, vield spread premium, loan type and
terms;

(k) Records of any fees refunded to applicants for loans that
did not close;

(1) All file correspondence and logs;

(m) All mortgage broker contracts with lenders and all other
correspondence with the lenders; and

(n) All documents used to support the underwriting approval.
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AMENDATORY SECTION (Amending WSR 08-15-125, filed 7/22/08,
effective 8/22/08)

WAC 208-620-550 What business practices are prohibited?
Under RCW 31.04.027, the following constitute an "unfair or
deceptive" act or practice:

(1) ((Ptsclosure—ofpayoff—amount:)) Failure to provide the
exact pay-off amount as of a certain date within five business days
after being requested in writing to do so by a borrower of record
or their authorized representative;

(2) ((Recognition—ofpaymentdelivery:)) Failure to record a
borrower's payment as received on the day it is delivered to any of
the licensee's locations during its regular working hours;

(3) ((Charging—a fee—for—best—efforts:)) Soliciting or
entering into a contract with a borrower that provides in substance
that the licensee may earn a fee or commission through its "best
efforts" to obtain a loan even though no loan is actually obtained
for the borrower;

(4) ((False—advertising of —rates—and fees: Sotitettings
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actuatty avartabte—at—the—time~)) Engaging in unfair or deceptive
advertising practices. Unfair advertising may include advertising
that offends public policy, or causes substantial injury to
consumers or to competition in the marketplace. See also WAC 208-
620-630;

(5) ((Parsefiting-)) Negligently making any false statement
or willfully making any omission of material fact in connection
with any application or any information filed by a licensee in
connection with any application, examination or investigation
conducted by the department;

(6) ((Influencingappraisers:)) Making any payment, directly
or 1indirectly, or withholding or threatening to withhold any
payment, to any appraiser of a property, for the purposes of
influencing the independent judgment of the appraiser with respect
to the value of the property;

(7) ( (Pocuments—withbltanks:)) Leaving blanks on a document
that is signed by the borrower or providing the borrower with
documents with blanks;
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+tS—Inclusion—of—taxesand insurance-)) Failing to clearly
disclose to a borrower whether the payment advertised or offered
for a real estate loan includes amounts for taxes, insurance or
other products sold to the borrower;

( (IO —Force placedinsurance-)) (9) Purchasing insurance on
an asset secured by a loan without first attempting to contact the
borrower by mailing one or more notices to the last known address
of the Dborrower, unless mail has been previously returned as
undeliverable from the address, in order to verify that the asset
is not otherwise insured;

( ((FIr—Fiting an inappropriatelien-)) (10) Willfully filing
a lien on property without a legal basis to do so;

( (tF2—Threatsandcoercion-)) (11) Coercing, intimidating, or
threatening borrowers in any way with the intent of forcing them to
complete a loan transaction;

(((F3r—Fattore)) (12) Failing to reconvey title to collateral,
if any, within thirty business days when the loan is paid in full
unless conditions exist that make compliance unreasonable;

(13) Intentionally delaying the closing of a residential
mortgage loan for the sole purpose of increasing interest, costs,
fees, or charges payvable by the borrower;

(14) Steering a borrower to less favorable terms in order to
increase the compensation paid to the company or mortgage loan
originator;

(15) Failing to indicate on all residential mortgage loan
applications the company's unigque identifier, the loan originator's
unique identifier, and the date the application was taken.

NEW SECTION

WAC 208-620-555 What fees are allowed under the Consumer Loan
Act? (1) Origination fees. On first 1lien mortgage loans,
licensees that are not "creditors" under Depository Institutions
Deregulatory and Monetary Control Act may charge a nonrefundable,
prepaid, loan origination fee not to exceed four percent of the

[ 28 ] OTS- 2460. 4



first twenty thousand dollars and two percent thereafter of the
principal amount of the loan advanced to or for the direct benefit
of the borrower, which fee may be included in the principal balance
of the loan.

(2) On nonmortgage loans and junior lien mortgage loans, all
licensees may charge a nonrefundable, prepaid, loan origination fee
not to exceed four percent of the first twenty thousand dollars and
two percent thereafter of the principal amount of the loan advanced
to or for the direct benefit of the borrower, which fee may be
included in the principal balance of the loan.

(3) Mortgage broker fee. When agreed to in writing by the
borrower, a fee to a mortgage broker that is not owned by the
licensee or under common ownership with the licensee and that
performed services in connection with the origination of the loan.
A licensee may not receive compensation as a mortgage broker in
connection with any loan made by the licensee.

(4) Third-party fees.

(a) When agreed to in writing by the borrower, the payment of
fees to third parties other than the licensee who provide goods or
services to the licensee in connection with the preparation of the
borrower's loan, including, but not limited to, credit reporting
agencies, title companies, appraisers, structural and pest
inspectors, and escrow companies, 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 amount of the loan.

(b) However, no charge may be collected unless a loan is made,
except for reasonable fees actually and properly incurred in
connection with the appraisal of property by a qualified,
independent, professional, third-party appraiser selected by the
borrower and approved by the lender or in the absence of borrower
selection, selected by the lender.

(c) You must not charge or collect any fee to be paid to a
third-party service provider, as defined in WAC 208-620-010, in
excess of the actual costs paid or to be paid. You may charge the
borrower for costs of allowable third-party services as provided by
RCW 31.04.105(3) at the time of application for the loan or at any
time thereafter except as prohibited.

(5) Rate lock fee. When agreed to in writing by the borrower,
a nonrefundable rate lock fee. The fee may be retained if the
borrower breaks the rate lock agreement and you are making the
loan, or if you have paid a third party for the interest rate lock.
The fee may not be retained if the borrower rescinds the loan under
Regulation Z. The fee may not be retained if a loan is not made
through no fault of the borrower.

(6) Underwriting. On first lien mortgages made by licensees
that are not "creditors"™ under the Depository Institutions
Deregulatory and Monetary Control Act, an underwriting fee.

(7) Penalties. Not more than ten percent of any installment
payment delinquent ten days or more.

(8) Attorneys' fees. Reasonable attorneys' fees, actual
expenses, and costs incurred in connection with the collection of
a delinquent debt, a repossession, or a foreclosure when a debt is
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referred for collection to an attorney who 1is not a salaried
employee of the licensee.

(9) The fees allowed in subsections (5) and (6) of this
section must be included in the loan origination fee calculations
described in subsections (1) and (2) of this section.

AMENDATORY SECTION (Amending WSR 09-01-159, filed 12/23/08,
effective 1/23/09)

WAC 208-620-560 What ((restrictions—are—there for——charging
fees—on—junior lienloans otherthan—the locanorigination feewhen

actingasa ltender—or —correspondentlender)) fees are not allowed
under the Consumer Loan Act? (1) Filing fees. ( (A—ZXfcerrsee

carmmot) ) You must not charge or collect any funds from the borrower
for the cost of filing, as defined in WAC 208-620-010, or for any
other fees paid or to be paid to public officials, unless such
charges are paid or are to be paid within one hundred eighty days
by the licensee to public officials or other third parties for such
filing. Any fee ((g—ZFfcermsee)) you collects for releasing or
reconveying the security for the obligation must be paid to an
unrelated third party unless you can demonstrate activities you
conducted to facilitate the reconveyance.

(2) Dishonored check fees. ((A—ZXfcermseemay)) You must not
charge or collect a fee in excess of twenty-five dollars for a
check returned unpaid by the bank drawn upon. Only one fee may be
collected with respect to a particular check even if it has been
redeposited and returned more than once.
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4)y)) Credit and noncredit insurance.

(a) Except for the transaction described in (b) of this
subsection, ((a*fecemsee)) you may include the premiums for credit
and noncredit insurance in the principal amount of the loan,
provided that purchase of the insurance is not required to obtain
a loan and that this fact is disclosed to the borrower in writing
and the borrower's confirmation is obtained by signature on the
disclosure form.

(b) ((ATfecermseemay)) You must not sell single premium credit
insurance to a borrower at the inception of coverage unless the
sale is in compliance with chapter 48.18 RCW.

((t5r)) (4) Fees on existing loans. Unless otherwise
preempted under the Depository Institutions Deregulatory and
Monetary Control Act, if ((aZFtcermsee)) you make((s)) a new loan or
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increases a credit 1line within one hundred twenty days after
originating a previous loan or credit line to the same borrower,
the origination fee on the new loan or increased credit 1line
((sfratt)) must be limited as follows:

(a) ((Fhre—Ttcemseemay)) You must only charge an origination
fee ((omty)) on that part of the new loan not used to pay the
amount due on the previous loan;

(b) ((Fhe—Ticerseemay)) You must only charge an origination
fee ((ormty)) on the difference between the amount of the existing
credit line and the increased credit line;

(c) The limits in (a) and (b) of this subsection do not apply
if ((the—Zfcerses)) you refund((s)) the origination fee on the
existing loan or credit line( (<))

((t6r)) (d) The limits in (a) and (b) of this subsection do
not apply if yvou can demonstrate a net tangible benefit to the
borrower for the new loan or credit line increase. For purposes of
this subsection a net tangible benefit may be demonstrated by a
lower monthly payment, or a decrease in the interest rate. Any net
tangible benefit analysis must include the fees or charges for the
new loan or credit line increase.

(5) Discount points. ( (A—Ttfcernsee—may) )

(a) You must not collect a fee from the borrower for lowering
the interest rate unless the interest rate is actually reduced.

((+Hr)) (b) Any applicable program add-on fees must be
disclosed as part of the discount points.
(6) Administrative fees. ( (A—Tfcermrseemay)) On nonmortgages,

Junior lien and first lien mortgages by licensees who are not
"creditors" under the Depository Institutions Deregulatory and
Monetary Control Act, you must not collect a document preparation
fee, a processing fee, an administrative fee, an application fee,
or a courier fee unless paid to an unrelated third party and agreed
to in writing in advance by the borrower.

((€8r)) (7)) Underwriting fees. On nonmortgage and junior lien
mortgage loans vou must not collect an underwriting fee.
(8} Prepayment penalty. ( (& THreernsee uuy)) You must not

collect a prepayment penalty on the following loans:

(a) Any nonmortgage loan ((made—at—rates—authorized—Tvyv—the
act) ) ((or))

(b) Any adjustable rate residential mortgage loan, except as
allowed by RCW 19.144.040; ((or))

(c) Any junior lien mortgage loan ( (made—at—rates—authorized
by—the—act)); or

(d) Any loan ((madc by g ticensee—that io)) you made if vou
are not a "creditor" under DIDMCA.
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NEW SECTION

WAC 208-620-561 What fees can I collect on VA loans?
Reserved.

AMENDATORY SECTION (Amending WSR 09-01-159, filed 12/23/08,
effective 1/23/09)

WAC 208-620-565 What fees am I allowed ((andnotallowed)) to
charge or receive when acting as a broker under the act? (1)
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b)—Receive)) A broker's fee not to exceed four percent of the
first twenty thousand dollars and two percent thereafter of the
principal amount of the loan advanced to or for the direct benefit
of the borrower, which fee may be included in the principal balance
of the loan.

(2) A yield spread premium (YSP) if available. You must
disclose the YSP as a dollar amount ((UJ_ dottar—amournt J_culgc))
credited to the borrower on the good faith estimate((7)) and as ((=
dottar—amount)) applicable on the settlement statement.

( (=) Charge) ) (3) A processing fee when paid to an

independent third-party processor.

( (t2H—Wher—acting—as——a broker—under—the—act;,—vyou—are—NotF
artiowed—to+
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NEW SECTION

WAC 208-620-566 What fees am I not allowed to charge or
receive when acting as a broker under the act? (1) Fees for
discount points;

(2) An underwriting fee; or

(3) Applicable fees in WAC 208-620-560(6) .
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AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-570 What are the grounds for suspending or
revoking a consumer loan company license? The director may suspend
or revoke a license if the licensee, or any principal, officer, or
board director of the licensee:

(1) Failing to pay. Fails to pay a fee due the department;

(2) Injunction or administrative action. Is or has been
subject to an injunction or a civil or administrative action issued
pursuant to the Consumer Loan Act, the Consumer Protection Act, the
Mortgage Broker Practices Act or similar laws of this state or
another state;

(3) Substantial unpaid debt. Has accumulated substantial
unpaid debt;

(4) Violation of lending laws. Has been found in violation of
another state's lending laws, securities laws, real estate laws or
insurance laws resulting in substantial license limitations or
significant fines;

(5) Criminal charges. The person is the subject of a criminal
felony charge, or a criminal misdemeanor charge involving
dishonesty or financial misconduct;

(6) Bond canceled. Has had its surety bond canceled or
revoked for cause;

(7) Deterioration of business. Has allowed the licensed
consumer loan business to deteriorate into a condition which would
result in denial of a new application for a license;

(8) Aiding unlicensed practice. Has aided or abetted an
unlicensed person to practice in violation of the Consumer Loan Act
or the Mortgage Broker Practices Act;

(9) Incompetence resulting in injury. Has demonstrated
incompetence or negligence that results in financial harm to a
person or that creates an unreasonable risk that a person may be
harmed;

(10) Insolvency. 1Is insolvent in the sense that the value of
the licensee's liabilities exceeds its assets or in the sense that
the applicant or licensee cannot meet its obligations as they
mature;

(11) Failure to comply. Has failed to comply with an order,
directive, subpoena, or requirement of the director, or his or her
designee, or with an assurance of discontinuance entered into with
the director, or his or her designee;

(12) Misrepresentation or fraud. Has performed an act of
misrepresentation or fraud in any aspect of the conduct of the
lending or brokering business or profession;

(13) Failure to cooperate. Has failed to cooperate with the
director, or his or her designee, including without limitation by:

(a) Not furnishing ((amy)) records requested by the director
for purposes of conducting a lawful investigation for disciplinary
actions or denial, suspension, or revocation of a license; or

(b) Not furnishing ((arry)) records requested by the director
for purposes of conducting a lawful investigation into a complaint
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against the licensee filed with the department, or providing a full
and complete written explanation of the circumstances of the
complaint upon request by the director;

(14) Interference with investigation. Has interfered with a
lawful investigation or disciplinary proceeding by willful
misrepresentation of facts before the director or the director's
designee, or by the use of threats or harassment against a client,
witness, employee of the licensee, or representative of the
director for the purpose of preventing them from discovering
evidence for, or providing evidence in, any disciplinary proceeding
or other legal action.

NEW SECTION

WAC 208-620-601 What assistance may the department seek in
conducting an investigation or examination of my business? In
order to carry out the purposes of RCW 31.04.145, the director may:

(1) Retain attorneys, accountants, or other professionals and
specialists as examiners, auditors, or investigators to conduct or
assist in the conduct of examinations or investigations;

(2) Enter 1into agreements or relationships with other
government officials or regulatory associations in order to improve
efficiencies and reduce regulatory burden by sharing resources,
standardized or uniform methods or procedures, and documents,
records, 1nformation, or evidence obtained under this section;

(3) Use, hire, contract, or employ public or privately
available analytical systems, methods, or software to examine or
investigate the licensee, individual, or person subject to this
act;

(4) Accept and rely on examination or investigation reports
made by other government officials, within or without this state;

(5) Accept audit reports made by an independent certified
public accountant for the licensee, individual, or person subject
to this act in the course of that part of the examination covering
the same general subject matter as the audit and may incorporate
the audit report in the report of the examination, report of
investigation, or other writing of the director; or

(6) Assess the licensee, individual, or person subject to this
act the cost of the services in this subsection.
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AMENDATORY SECTION (Amending WSR 09-01-159, filed 12/23/08,
effective 1/23/09)

WAC 208-620-613 When I develop policies and procedures to
implement the federal guidelines, what topics must be included?
((tFX)r)) The policies and procedures must include, at a minimum,
underwriting standards, risk management, consumer protection, and
control systems. If you only broker loans under your CLA license,
your policies and procedures must comply with WAC ( (Z268—660—X¥xX))
208-660-500. For purposes of this section, the definition of
"subprime" and "subprime loans" is taken from the 2001 Interagency
Expanded Guidance for Subprime Lending Programs (an attachment to
SR 01-4 (GEN), January 31, 2001, by the Board of Governors of the
Federal Reserve System, Division of Banking, Supervision and
Regulation) .

( (=) (1) Underwriting standards. To ensure that
underwriting standards are consistent with prudent 1lending
practices, the underwriting standards should include, at a minimum,
an analysis of borrower characteristics, loan product attributes,
and the borrower's ability to repay the obligation.

((t+r)) (a) Analysis of Dborrower characteristics. The
analysis must include tolerances for combining borrowers with
certain characteristics with certain nontraditional loan products.

The criteria or range of reasonable tolerances should consider
the characteristics 1listed in the 2001 Interagency Expanded
Guidance for Subprime Lending Programs.

((tx%r)) (b)) Loan product attributes. Products with the
following attributes, when combined with the borrower
characteristics above result 1in higher risk. The risks are

increased if borrowers are not adequately informed of the product
features and risks.

® Tow initial payments based on a fixed introductory rate that
expires after a short time and then adjusts to a variable index
rate plus a margin. Because 1initial and subsequent monthly
payments are based on these low introductory rates, a wide initial
spread means that borrowers are more likely to experience negative
amortization, severe payment shock, and an earlier than scheduled
recasting of monthly payments. Loans made to subprime borrowers
must not contain any provisions that may lead to negative
amortization.

® Very high or no limits on how much the payment amount or the
interest rate may increase.

® Limited or no documentation of the borrower's income.
Stated income is only acceptable if there are mitigating factors
that clearly minimize the need for direct verification of repayment
capacity. Licensees generally must be able to readily document
income using recent W-2 statements, pay stubs, or tax returns. An
exception to this i1s when the loan product underwriting itself
contemplates reduced documentation (for example, FHA loans).

® Substantial prepayment penalties or prepayment penalties
that extend beyond sixty days prior to the date the interest rate
will reset.
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® Simultaneous second lien loans. When features are layered,
mitigating factors should be present to support the underwriting
decision and the borrower's repayment capacity.

((txf3%r)) (c) Ability to repay. For all nontraditional
mortgage loan products, the analysis of a borrower's repayment
capacity must include an evaluation of their ability to repay the
debt by final maturity at the fully indexed rate, assuming a fully
amortizing repayment schedule. In addition, for prime borrowers
qualifying for loan products that permit negative amortization, the
repayment analysis must be based on the initial loan amount plus
any balance increase that may accrue from the negative amortization
provision. The analysis should avoid over reliance on credit
scores as a substitute for income verification. The higher a
loan's credit risk, either from borrower characteristics or loan
features, the more important it is to verify the borrower's income,
assets, and outstanding liabilities.

((tr)) (2) Risk management. The scope of the risk management
activities should be determined by the wvolume of nontraditional
mortgages originated or used as investment. Licensees that target
subprime borrowers through tailored marketing, underwriting
standards, and risk selection must ensure that such programs do not
feature terms that could become predatory or abusive. Policy
topics should include, at a minimum:

((t1%r)) (a) Acceptable product attributes;

((t+1tr)) (b) Production, sales and securitization practices;

((tt+yr)) (c) Limits on risk layering. When features are
layered, licensees should demonstrate that mitigating factors
support the underwriting decision and the borrower's repayment
capacity. Mitigating factors could include higher credit scores,
lower LTV and DTI ratios, significant liquid assets, mortgage
insurance, or other credit enhancements;

((txvr)) (d) Growth and volume limits by loan type;

((tvr)) (e) Performance measures. Incentive programs should
not produce high concentrations of nontraditional products. Design
performance measures and reporting systems that provide early
warning for increased risk;

((tv1iyr)) (f) Management reporting and quality control. Focus
on the high risk 1lending activities. Monitor and document
compliance with underwriting standards. Quality control should
include regular audits of nontraditional loan products. Perform
due diligence in establishing and maintaining relationships with
third party originators. Third party originations must meet the
underwriting standards. Document and respond in writing to all
complaints. Take immediate remedial action which could include
more thorough application reviews, more frequent reunderwriting, or
terminating the third party originator;

((tvi1r)) (g) Secondary market activity. The risk management
practices should be commensurate with the nature and wvolume of
activity and should include contingency planning for response to
reduced demand in the secondary market. Establish a policy on
repurchase practices.

((ter)) (3) Consumer protection.
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Communication with borrowers. Providers must focus on
information important to consumer decision making; highlight key
information so that it will be noticed; employ a user-friendly and
readily navigable format for presenting the information; and use
plain language, with concrete and realistic examples. Comparative
tables and information describing key features of available loan
products, including reduced documentation programs, also may be
useful for consumers. Specifically:

® Promotional materials and other product descriptions must
provide information about the costs, terms, features, and risks of
nontraditional mortgages that can assist consumers in their product
selection decisions.

® [icensees must apprise borrowers of potential increases in
payment obligations. The information should describe when
structural payment changes will occur and what the new payment
would be or how it was calculated.

® Tf negative amortization is possible under the terms of a
nontraditional mortgage product, borrowers must be advised of the
potential for increasing principal balances and decreasing home
equity as a consequence of the borrower making minimum payments.

® Borrowers must be alerted to the fact that the loan has a
prepayment penalty and the amount of the penalty.

® Borrowers must be made aware of any pricing premium based
on reduced documentation.

® Monthly statements must provide information that enables
borrowers to make informed payment choices, including an
explanation of each payment option available and the impact of that
choice on loan balances. For example, the monthly payment
statement must contain an explanation, if applicable, next to the
minimum payment amount that making this payment would result in an
increase to the borrower's principal loan balance.

((fthr)) (4) Control standards.

((t+r)) J(a) Actual practices must be consistent with the
written policies and procedures. Employees must be trained in the
policies and procedures and performance monitored for compliance.
Incentive programs should not produce high concentrations of
nontraditional products. Performance measures and reporting
systems should be designed to provide early warning of increased
risk.

((tx%>r)) (b) Reporting to DFI. In a separate written
document, as prescribed by the director and submitted with the
consolidated annual report, every licensee must submit information
regarding the offering of nontraditional mortgage loan products as
prescribed by rule.
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NEW SECTION

WAC 208-620-614 What Washington law protects my rights when
my license is suspended or revoked? The Administrative Procedure
Act, chapter 34.05 RCW, governs the proceedings for license
application denials, cease and desist orders, license suspension or
revocation, the imposition of civil penalties or other remedies
ordered by the department, and any appeals or reviews of those
actions.

NEW SECTION

WAC 208-620-615 Application of the Administrative Procedure
Act. (1) What are my rights when the department begins an
administrative enforcement action against me? Under the
Administrative Procedure Act (APA), chapter 34.05 RCW, you have the
right to request a hearing on the agency's action. Hearings are
conducted as either formal adjudicative proceedings or may, under
certain circumstances, be handled as a Dbrief adjudicative
proceeding (BAP).

(2) What must I do when I want to request a hearing? When you
are notified of administrative charges filed against you, you are
also notified of your right to request a hearing. At that time,
the department will also notify you as to whether the hearing will
be conducted as a brief adjudicative proceeding. You are required
to notify the department, in writing, within twenty days from the
date of the director's notice to you notifying vyou of the
enforcement action against you. This notice must be received by
the department by the 20th day following service of the charges on
you.

(3) What is a brief adjudicative proceeding? Under the APA,
a brief adjudicative proceeding is a hearing that is less formal in
nature and typically resolves the charges quickly. The department
provides a BAP for violations of the act in which the facts are
undisputed and under circumstances where the parties may present
their case without the need for witnesses. Typical matters to be
heard in a BAP include, but are not limited to, license denials or
revocations based on certain undisputed facts, including criminal
convictions or misrepresentations on an application.

(4) May I request a brief adjudicative proceeding in response
to an administrative enforcement action? Yes, but only if the
matter has been designated by the department as one for which a BAP
is available. The director adopts RCW 34.05.482 through 34.05.494
for the administration of brief adjudicative proceedings. Brief
adjudicative proceedings may be limited to a determination of one
or more of the following issues:

(a) Whether an applicant for a loan originator license meets
the requirements of RCW 31.04.XXX;
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(b) Whether an applicant for a consumer loan company license
meets the requirements of RCW 31.04.045; and

(c) Whether a consumer loan company has failed to maintain the
bond required by RCW 31.04.045(6) .

(5) In a matter not listed in subsection (4) of this section,
a brief adjudicative proceeding may be conducted at the discretion
of the presiding officer when it appears that protection of the
public interest does not require that the department provide notice
and an opportunity to participate to persons other than the
parties, and:

(a) Only legal issues exist; or

(b) Both parties have agreed to a brief proceeding. As used
in this section, "persons other than the parties" does not include
an attorney or representative for a party, or a witness for a
party.

(6) How does the BAP work? Brief adjudicative proceedings are
controlled by the provisions of RCW 34.05.482 through 34.05.494.
The department will use the following procedure:

(a) Presiding officer. The director designates a presiding
officer to conduct the brief adjudicative proceedings. The
presiding officer must have department expertise in the subject
matter, but must not have ©personally participated in the
department's licensing application denial, or work 1in the
department's division of consumer services, or such other division
within the department delegated by the director to oversee
implementation of the act and these rules.

(b) Preliminary records. The preliminary record for the brief
adjudicative proceeding consists of the application and all
associated documents including all documents relied upon by the
department to deny the application and all correspondence between
the applicant and the department regarding the application.

(c) Notice of hearing. The presiding officer will set the
date, time, and place of the hearing, giving at least seven
business days notice to the applicant.

(d) Written documents. The department's staff or
representative and the applicant or their representative may
present written documentation for consideration by the presiding
officer. The presiding officer will designate the date and number
of pages allowed for submission of written documents, including
supporting exhibits.

(e) Oral argument. The presiding officer may exercise
discretion on whether to allow oral argument.
(f) Witnesses. Live witness testimony will not be allowed.

Witnesses providing testimony by sworn declaration or affidavit
will be allowed at the discretion of the presiding officer.

(g) If, at the time of the hearing, the presiding officer
determines that the alleged violations or evidence concerning the
violations 1is such that a formal adjudicative proceeding 1is
necessary, the presiding officer may immediately adjourn the
hearing and direct that the matter be scheduled as a formal
adjudicative proceeding.

(h) Initial order. The presiding officer must make a written
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initial order within ten business days of the final date for
submission of materials, or oral argument, if any, to include a
written statement describing the decision, the reasons for the
decision, and describing the right to request review of the
decision by the director. The initial order will become final
twenty-one days after service on the applicant unless the applicant
requests an administrative review or the department decides to
review the matter.

AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-620 How do I have to identify my business when I
advertise? You must either identify the business using vyour
Washington consumer loan license number _(NMLSR unique identifier)
or use the ((whote)) name on your Washington main office consumer
loan license.

AMENDATORY SECTION (Amending WSR 09-01-159, filed 12/23/08,
effective 1/23/09)

WAC 208-620-630 What are the advertising restrictions ((;-—and
whatare someexamplesof those restrictions))? (1) Licensees are
prohibited from advertising with envelopes or stationery that
contain an official-looking emblem designed to resemble a
government mailing or that suggest an affiliation that does not
exist. ((What—=are)) Some examples of emblems or government-like
names, language, or nonexistent affiliations that will violate the
state and federal advertising laws ( (?—Some—exampltes)) include, but
are not limited to:

(a) Characterizing products as "government loan programs,"
"government-supported loans," or other words that may mislead a
consumer into believing that the government is guaranteeing,
endorsing, or supporting the advertised loan product. Using the
words "FHA loan," "VA loan," or words for other products that are
in fact endorsed or sponsored by a federal, state, or local
government entity is allowed.

(b) An official-looking emblem such as an eagle, the Statue of
Liberty, or a crest or seal that resembles one used by any state or
federal government agency.

(c) Envelopes designed to resemble official government
mailings, such as IRS or U.S. Treasury envelopes, or other
government mailers.

(d) Warnings or notices citing government codes or form
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numbers not required by the U.S. Postmaster to be shown on the
mailing.

(e) The wuse of the term "official Dbusiness," or similar
language implying official or government business, without also
including the name of the sender.

(f) Any suggestion or representation that the ((soricitor——=s
gffitiated—with gy agencyy bark)) licensee is, or is affiliated
with, a state or federal agency, municipality, bank, savings bank,
trust company, savings and loan association, building and loan
association, credit wunion, or other entity that it does not
actually represent.

(2) When I am advertising interest rates, the act requires me
to conspicuously disclose the annual percentage rate (APR) implied
by the rate of interest. What does it mean to "conspicuously"
disclose the APR? The required disclosures in your advertisement
must be reasonably understandable. Consumers must be able to see,
read, or hear, and understand the information. Many factors,
including the size, duration, and location of the required
disclosures, and the Dbackground or other information 1in the
advertisement, can affect whether the information is clear and
conspicuous. This requirement applies to all mandatory
disclosures. The disclosure of the APR must be at least equivalent
to any other rates disclosed in the advertisement.

(3) The act prohibits me from advertising an interest rate
unless that rate is actually available at the time of the
advertisement. How may I establish that an advertised interest
rate was "actually available" at the time it was advertised®?
Whenever a specific interest rate is advertised, the licensee must
retain a copy of supporting rate information, and the APR
calculation for the advertised interest rate.

(4) Must I quote the annual percentage rate when discussing
rates with a borrower? Yes. You must quote the annual percentage
rate and other terms of the loan if you give an oral quote of an
interest rate to the borrower. TILA's Regulation Z, 12 C.F.R.,
part 226.26 provides guidance for using the annual percentage rate
in oral disclosures.

(5) May a licensee advertise rates or fees as the "lowest" or
"best"? No. Rates described as "lowest," "best," or other similar
words cannot be proven to be actually available at the time they
are advertised. Therefore, they are a false or deceptive statement
or representation prohibited by RCW 19.146.0201 (7).

(6) May I solicit wusing advertising that suggests or
represents that I am affiliated with a state or federal agency,
municipality, federally insured financial institution, trust
company, building and loan association, when I am not; or that I am
an entity other than who I am? No. It is an unfair and deceptive
act or practice and a violation of the act for you to suggest or
represent that you are affiliated with a state or federal agency,
municipality, federally insured financial institution, trust
company, building and loan association, or other entity you do not
actually represent; or to suggest or represent that you are any
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entity other than who you are.

(7) If I advertise wusing a borrower's current 1loan
information, what must I disclose about that information? When an
advertisement includes information about a borrower's current loan
that you did not obtain from a solicitation, application, or loan,
you must provide the borrower with the name of the source of the
information.

(8) Is it a violation to advertise that third-party services
are "free" when the licensee has paid for the services? Yes.
Advertising using the term "free," or any other similar term or
phrase that implies there is no cost to the applicant is deceptive
because you can recover the cost of the purportedly "free" item
through the negotiation process. This is a violation of RCW
((F9146-0620%)) 31.04.027 (2), (7), and ((tFFr)) (10). See the
Federal Trade Commission's Guide Concerning Use of the Word "Free
and Similar Representations, available at
http://www.ftc.gov/bcp/guides/free.htm, 16 C.F.R. § 251.1(q)
(2003) .

AMENDATORY _SECTION (Amending WSR 08-15-125, filed 7/22/08,
effective 8/22/08)

WAC 208-620-640 What are some of the federal laws I must
comply with when I advertise any loan subject to the Consumer Loan
Act? You must comply with all the applicable advertising
requirements under the federal statutes and regulations including,
but not limited to, the Truth in Lending Act, the Real Estate
Settlement Procedures Act, the Federal Trade Commission Act, the
Telemarketing and Consumer Fraud and Abuse Act, and the Equal
Credit Opportunity Act.

LOAN ORIGINATOR LICENSING

NEW SECTION

WAC 208-620-700 Loan originator--General. (1) May I work
from any location when I am a licensed loan originator? ©No. You
can only work from a licensed location. The licensed location can
be the main office, or any licensed branch.

(2) May I transfer loan files to another licensed entity? No.
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Only the borrower may submit a written request to the company to
transmit the borrower's selected information to another entity.
Loan files are the property and responsibility of the company named
on the loan application. The company must transmit the information
within five business days after receiving the borrower's written
request.

(3) May I act as a loan originator and a real estate agent in
the same transaction or for the same borrower in different
transactions? Yes, you may be both the loan originator and real
estate broker or salesperson in the same transaction, or for the
same borrower in different transactions. When either of these
occur, you must provide to the borrower the following written
disclosure:

"THIS IS TO GIVE YOU NOTICE THAT I OR ONE OF MY
ASSOCIATES HAVE/HAS ACTED AS A REAL ESTATE BROKER
OR SALESPERSON REPRESENTING THE BUYER/SELLER IN
THE SALE OF THIS PROPERTY TO YOU. I AM ALSO A LOAN
ORIGINATOR AND WOULD LIKE TO PROVIDE MORTGAGE
SERVICES TO YOU IN CONNECTION WITH YOUR LOAN TO
PURCHASE THE PROPERTY.

YOU ARE NOT REQUIRED TO USE ME AS A LOAN
ORIGINATOR IN CONNECTION WITH THIS TRANSACTION.
YOU ARE FREE TO COMPARISON SHOP AND TO SELECT
ANY MORTGAGE BROKER OR LENDER OF YOUR
CHOOSING."

(4) As a loan originator, may I be paid directly by the
borrower for my services? No. You may not be paid any
compensation or fees directly by the borrower.

(5) May I charge the borrower a fee, commission, or other
compensation for preparing, negotiating, or brokering a loan for
the borrower? No. You may not charge the borrower a fee,
commission, or compensation of any kind in connection with the
preparation, negotiation, or brokering of a residential mortgage
loan.

(6) May I bring a lawsuit against a borrower for the
collection of compensation? No. Only the company may bring
collection actions against borrowers to collect compensation.

(7) May I work as a licensed loan originator for a consumer
loan company located out of the state? Yes. You may originate
loans for any company you are sponsored by who is licensed or
exempt from licensing under Washington law.

(8) May I hire employees or independent contractors to assist
me? No. Only the consumer loan company can have employees or
independent contractors. This prohibition against loan originators
hiring employees or independent contractors includes clerical or
administrative personnel and loan processors whose work is related
to the consumer loan company's activities.

(9) Do 1loan processors have to be licensed as 1loan
originators? W-2 employee loan processors are not required to have
a loan originator license provided they work under the supervision
and instruction of a licensed or exempt consumer loan company and
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do not hold themselves out as able to conduct the activities of a
loan originator.

NEW SECTION

WAC 208-620-710 Loan originator--Licensing. (1) Must I have
a license to act as a mortgage loan originator for a consumer loan
company? Yes. You must not engage in the business of a mortgage
loan originator without first obtaining and maintaining annually a
license under this act. You must register with and maintain a
valid unique identifier issued by the nationwide mortgage licensing
system and registry (NMLSR).

(2) How do I apply for a loan originator license? Your
application consists of filing an on-line application through the
NMLSR and providing Washington specific requirements directly to
DFI. You must pay an application fee and filing fee through the
NMLSR system.

(3) What are the eligibility requirements to become a licensed
loan originator?

(a) Be eighteen years or older.

(b) Have a high school diploma, an equivalent to a high school
diploma, or three years work experience in the industry.

(1) The work experience must be in one or more of the
following, within the last five years:

(A) As a mortgage broker or designated broker of a mortgage
broker for a minimum of two years; or

(B) As a mortgage banker, responsible individual, or manager
of a mortgage banking business; or

(C) As a loan originator with responsibility primarily for
originating loans secured by a lien on residential real estate; or

(D) As a branch manager of a lender with responsibility
primarily for loans secured by a lien on residential real estate;
or

(E) As a manager or supervisor of mortgage loan originators;
or

(F) As a mortgage processor, underwriter, or gquality control
professional; or

(G) As a regulator, examiner, investigator, compliance expert,
or auditor, whose primary function is the review of mortgage
companies and their compliance processes, and the department
determines your background is sufficient.

(1i) The work experience must be evidenced by a detailed work
history and:

(A) W-2 Federal Income Tax Reporting Forms in the designated
broker appointee's name; or

(B) 1099 Federal Income Tax Reporting Forms in the designated
broker appointee's name; or

(C) Corporate tax returns signed by the designated Dbroker
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appointee or corporate officer for a licensed or exempt residential
mortgage company.

(iii) In addition to supplying the application information,
both you and the company intending to sponsor you must be in good
standing with the department.

(c) Demonstrate financial responsibility. For the purposes of
this section, an applicant has not demonstrated financial
responsibility when the applicant shows disregard in the management
of his or her financial condition. A determination that an
individual has shown disregard in the management of his or her
financial condition may include, but 1is not 1limited to, an
assessment of: Current outstanding judgments, except Jjudgments
solely as a result of medical expenses; current outstanding tax
liens or other government liens and filings; foreclosures within
the last three years; or a pattern of seriously delinquent accounts
within the past three years.

(d) Complete twenty hours of prelicensing education from an
NMLSR approved provider. See WAC 208-620-720.

(e) Pass a licensing test. You must take and pass the NMLSR
tests that assess your knowledge of the mortgage business and
related regulations at the federal and state level. See WAC 208-
620-725.

(f) Submit an application. You must complete an application
through the NMLSR and provide information directly to DFI. You
must pay application and filing fees to the NMLSR.

(g) Prove your identity. You must provide information to
prove your identity.

(h) Provide a bond.

(i) If you work for a company that is exempt from licensing,
or uses a bond substitute, you must obtain and maintain an
individual bond based on the wvolume of your mortgage loan
origination activity. The bond must be in the following amount:

1. Zero to five million in loans $20,000
originated:

. Five million to fifteen million: $30,000

3. Fifteen million to thirty million: $40,000

Thirty million and above: $50,000

(i1) If you work for a company that 1is exempt and 1is a
nonprofit housing organization making loans under housing programs
that are funded in whole or in part by federal or state programs if
the primary purpose of the programs 1is to assist low-income
borrowers with purchasing or repairing housing or the development
of housing for low-income Washington state residents, the bond must
be in the following amounts:

1. Zero to twenty million in loans $10,000
originated:
2. Twenty +: $20,000

(4) In addition to reviewing my application, what else will
the department consider to determine if I qualify for a 1loan
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originator license?

(a) General fitness and prior compliance actions. The
department will investigate vyour background to see that vyou
demonstrate the experience, character, and general fitness that
commands the confidence of the community and creates a belief that
you will conduct business honestly and fairly within the purposes
of the act. This investigation may include a review of the number
and severity of complaints filed against you, or any person you
were responsible for, and a review of any investigation or
enforcement activity taken against you, or any person you were
responsible for, in this state, or any jurisdiction.

(b) License suspensions or revocations. You are not eligible
for a loan originator license if you have been found to be in
violation of the act or the rules, or have had a license issued
under the act or any similar state statute suspended or revoked.

(c) Criminal history. You are not eligible for a loan
originator license if you have been convicted of, or pled guilty or
nolo contendere to a felony in a domestic, foreign, or military
court:

(1) During the seven-year period preceding the date of the
application for licensing and registration; or

(ii) At any time preceding the date of application, if the
felony involved an act of fraud, dishonesty, breach of trust, or
money laundering.

(5) What will happen if my loan originator license application
is incomplete? After submitting your on-line application through
the NMLSR and filing the required information and documentation
with the department, the department will notify vyou of any
application deficiencies.

(6) How do I withdraw my application for a loan originator
license?

(a) Once you have submitted the on-line application through
NMLSR you may withdraw the application through NMLSR. You will not
receive a refund of the NMLSR filing fee or the amount the
department uses to investigate your license application.

(b) The withdrawal of your license application will not affect
any license suspension or revocation proceedings in progress at the
time you withdraw your application through the NMLSR.

(7) When will the department consider my loan originator
license application to be abandoned? If you do not respond as
directed by the department, and within fifteen days, your loan
originator license application is considered abandoned and you

forfeit all fees paid. Failure to provide the requested
information will not affect new applications filed after the
abandonment. You may reapply by submitting a new application

package and new application fee.

(8) What happens if the department denies my application for
a loan originator license, and what are my rights if the license is
denied? See WAC 208-620-615.

(9) May I transfer, sell, trade, assign, loan, share, or give
my loan originator license to someone else? No. A loan originator
license authorizes only the individual named on the license to
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conduct the business at the location listed on the license.

(10) How do I change information on my loan originator
license? You must submit an amendment to your license through the
NMLSR. You may be charged a fee.

(11) What is an inactive loan originator license? When a
licensed loan originator is not sponsored by a licensed or exempt
entity, the license is inactive. When a person holds an inactive
license, they may not conduct any of the activities of a loan
originator, or hold themselves out as a licensed loan originator.

(12) When my loan originator license is inactive, am I subject
to the director's enforcement authority? Yes. Your license 1is
granted under specific authority of the director and under certain
situations you may be subject to the director's authority even if
you are not doing any activity covered by the act.

(13) When my loan originator license is inactive, must I
continue to pay annual fees, and complete continuing education for
that year? Yes. You must comply with all the annual licensing
requirements or you will be unable to renew your inactive loan
originator license.

(14) May I originate loans from a web site when my license is
inactive? No. You may not originate loans, or engage in any
activity that requires a license under the act, while your license
is inactive.

(15) How do I activate my loan originator 1license? The
sponsoring company must submit a sponsorship request for vyour
license through the NMLSR. The department will notify you and the
sponsoring company if approved.

(16) When may the department issue interim loan originator
licenses? To prevent an undue delay, the director may issue interim
loan originator licenses with a fixed expiration date. The license
applicant must have substantially met the initial licensing
requirements, as determined by the director, to receive an interim
license.

One example of having substantially met the initial licensing
requirements is: Submitting a complete application, paying all
application fees, and the department having received and reviewed
the results of the applicant's background check.

(17) When does my loan originator license expire? The loan
originator license expires annually on December 31lst. If the
license is an interim license, it may expire in less than one year.

(18) How do I renew my loan originator license?

(a) Before the license expiration date you must renew your
license through the NMLSR. Renewal consists of:

(1) Paying the annual assessment fee; and

(ii) Meeting the continuing education requirement.

(b) The renewed license is valid until it expires, or 1is
surrendered, suspended or revoked.

(19) If I let my loan originator license expire, must I apply
to get a new license? If you complete all the requirements for
renewal Dbefore March 1st, you may renew an existing license.
However, if you renew your license during this two-month period, in

[ 47 ] OTS- 2460. 4



addition to paying the annual assessment on your license, you must

pay an additional fifty percent of your annual assessment. See
subsection (17) of this section for the license renewal
requirements.

During this two-month period, your license is expired and you
must not conduct any business under the act that requires a
license.

Any renewal requirements received by the department must be
evidenced by either a United States Postal Service postmark or
department "date received" stamp by March 1st. If you fail to
comply with the renewal request requirements you must apply for a
new license.

(20) ITf£ I let my loan originator license expire and then apply
for a new 1loan originator license within one year of the
expiration, must I comply with the continuing education
requirements from the prior license period? Yes. Before the
department will consider your new loan originator application
complete, vyou must provide proof of satisfying the continuing
education requirements from the prior license period.

(21) May I still originate loans if my loan originator license
has expired? No. Once your license has expired you may no longer
conduct the business of a loan originator, or hold yourself out as
a licensed loan originator, as defined in the act and these rules.

(22) May I surrender my loan originator's license? Yes. Only
you may surrender your license before the license expires through
the NMLSR.

Surrendering your loan originator license does not change your
civil or criminal liability, or your liability for any
administrative actions arising from acts or omission occurring
before the license surrender.

(23) Must I display my loan originator license where I work as
a loan originator? No. Neither you nor the company is required to
display your loan originator license. However, evidence that you
are licensed as a loan originator must be made available to anyone
who requests it.

(24) If I operate as a loan originator on the internet, must
I display my license number (NMLSR unique identifier) on my web
site? Yes. You must display your license number (NMLSR unique
identifier), and the license number and name as it appears on the
license of the company you represent, on the web site.

(25) Must I include my loan originator license number (NMLSR
unique identifier) on any documents? You must include your license
number (NMLSR unique identifier) immediately following your name on
solicitations, correspondence, business cards, advertisements, and
residential mortgage loan applications.

(26) When must I disclose my loan originator license number
(NMLSR unique identifier)? In the following situations you must
disclose your loan originator license number (NMLSR unique
identifier) and the name and license number of the company you are
associated with:

(a) When asked by any party to a loan transaction, including
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third-party providers;

(b) When asked by any person you have solicited for business,
even 1f the solicitation is not directly related to a mortgage
transaction;

(c) When asked by any person who contacts you about a
residential mortgage loan;

(d) When taking a residential mortgage loan application.

(27) May I conduct business under a name other than the name
on my loan originator license? No. You must only use the name on
your license when conducting business. If you use a nickname for
your first name, you must use your name like this: "FirstName
"Nickname" LastName."

NEW SECTION

WAC 208-620-720 Loan originator--Prelicensing education.
Must I complete prelicensing education in order to receive a loan
originator license? Yes.

(1) You must complete at least twenty hours of prelicensing
education approved by the NMLSR. The prelicensing education must
include:

(a) Three hours of federal law and regulations;

(b) Three hours of ethics, which includes instruction on
fraud, consumer protection, and fair lending issues;

(c) Two hours of training related to lending standards for the
nontraditional mortgage product marketplace; and

(d) At least two hours of training specifically related to
Washington law.

(2) You will receive credit for having completed the
prelicensing education for every state once you have successfully
completed the prelicensing education requirements approved by the
nationwide mortgage licensing system and registry for any state.

NEW SECTION

WAC 208-620-725 Loan originator--Testing. Must I pass a test
prior to becoming a loan originator? Yes.

(1) You must take and pass the NMLSR sponsored loan originator
test. The test has two parts; one on federal law and regulation,
and one on Washington specific law and regulation. You must
receive a score of seventy-five percent or higher to pass the test.

(2) Where may I find information about the loan originator
test? The NMLSR web site will publish the names and contact
information of approved testing providers.
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(3) How much does the loan originator test cost? Testing
costs are set by the test provider and the NMLSR and may be
modified from time to time. The NMLSR web site will publish the
current testing fee with the testing provider contact information.

(4) How do I register to take the loan originator test?
Register through the NMLSR web site.

(5) What topics may be covered in the loan originator test?
At a minimum, the test topics will include ethics, federal and
state law and regulation pertaining to mortgage origination,
federal and state law and regulation on fraud, consumer protection,
nontraditional mortgage products, and fair lending.

(6) After passing the NMLSR loan originator test, will I have
to take it again? If you fail to maintain a wvalid license for a
period of five years or longer you must retake the test, not taking
into account any time during which you were a registered mortgage
loan originator.

(7) How soon after failing the loan originator test may I take
it again? After taking and failing the test you must wait thirty
days before taking it again. After failing three consecutive
times, you must then wait at least six months before taking the
test again.

NEW SECTION

WAC 208-620-730 Loan originator--Continuing education. (1)
How many clock hours of loan originator continuing education must
I have each year? You must complete a minimum of eight hours of
continuing education approved by the nationwide mortgage licensing
system and registry which must include at least three hours of
federal law and regulations; two hours of ethics (which must
include instruction on fraud, consumer protection, and fair lending
issues); and two hours of training related to lending standards for
the nontraditional mortgage product marketplace. Additionally, the
director may require at least one hour of continuing education on
Washington law provided by and administered through an approved
provider.

(2) As a loan originator, may I take the same approved course
multiple times to meet my annual continuing education requirement?
No. You may not take the same approved course in the same or
successive years to meet the annual requirements for continuing
education.

(3) If I teach an approved continuing education course may I
use my course as credit toward my annual loan originator continuing
education requirement? Yes. As an instructor of an approved
continuing education course, you may receive credit for vyour
annually required loan originator continuing education courses from
the course(s) you teach. You will receive credit at the rate of
one course taught equaling two continuing education course credits.
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(4) If I accumulate more than the required loan originator
continuing education course credits during a year, may I carry-over
the excess credit to the next year? No. Continuing education
credits only apply to the year in which they are taken.

(5) If I fail to complete the required continuing education,
what happens to my loan originator license? When your license
expires, the department will not renew it, and you cannot continue
conducting any business under the act. See WAC 208-620-XXX to
renew your license if you miss the December 31st renewal deadline.

(6) How will I know which courses and providers satisfy the
continuing education requirement? NMLSR will publish information
about approved continuing education providers on their web site.

(7) How do I provide the department with proof of the
continuing education courses I have completed?

(a) For SAFE required courses, the course provider will report
your continuing education to the NMLSR and DFI will have access to
that information.

(b) For Washington specific courses, you must provide the
department with proof of vyour satisfactory completion of the
course, in a form prescribed by the department.

PROPRIETARY REVERSE MORTGAGE PRODUCTS

NEW SECTION

WAC 208-620-800 What definitions are applicable to this
section? (1) Advance. A payment from the lender to the borrower.

(2) "FHA-approved reverse mortgage" means a "home equity
conversion mortgage" or other reverse mortgage product guaranteed
or insured by the federal department of Housing and Urban
Development.

(3) "Owner-occupied residence”™ is the borrower's residence and
includes a life estate property the legal title for which is held
in the name of the borrower in a reverse mortgage transaction or in
the name of a trust, provided the occupant of the property is the
beneficiary of that trust.

(4) "Proprietary reverse mortgage loan" 1is any reverse
mortgage loan product that is not a home equity conversion mortgage
loan or other federally guaranteed or insured loan.

(5) "Reverse mortgage broker or lender" means a licensee under
the Washington state Consumer Loan Act, chapter 31.04 RCW, or a
person exempt from licensing pursuant to federal law.

(6) "Reverse mortgage loan" means a nonrecourse consumer
credit obligation in which:

[ 51 ] OTS- 2460. 4



(a) A mortgage, deed of trust, or equivalent consensual
security interest securing one or more advances is created in the
borrower's dwelling;

(b) Any principal, interest, or shared appreciation or equity
is due and payable, other than in the case of default, only after:

(1) The consumer dies;

(ii) The dwelling is transferred; or

(i1ii) The consumer ceases to occupy the dwelling as a
dwelling; and

(c) The broker or lender is licensed under Washington state
law or exempt from licensing under federal law.

NEW SECTION

WAC 208-620-805 Does this section apply to the FHA approved
Home Equity Conversion Mortgage (HECM) product? No. This section
does not apply to the HECM product or to any federally administered
reverse mortgage product.

NEW SECTTION

WAC 208-620-810 What requirements must I meet to make
proprietary reverse mortgage products to Washington residents? You
must meet the following requirements before offering proprietary
reverse mortgage loans to Washington residents:

(1) Obtain and maintain an irrevocable standby letter of
credit approved by the director from a financial institution
approved by the director in your favor in an amount necessary to
fund all reverse mortgage loan requirements anticipated over the
next twelve months for loans on your books and those expected to be
made over the next twelve months, or three million dollars,
whichever 1is greater. The initial term of the letter of credit
must be at least two years.

(a) The financial institution that provides the letter of
credit required in subsection (1) of this section may not be
affiliated with you.

(b) If you have had a rating of either 4Al1 or 5A1 from Dun &
Bradstreet credit services for three consecutive years you are
exempt from the requirements in subsection (1) of this section.

(2) Maintain a minimum capital of ten million dollars.

You may rely on the capital of your parent to satisfy this
requirement. However, for any year in which you rely on your
parent's capital, you must provide to the director a certified
financial statement of the parent showing a net worth of at least
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one hundred million dollars as of the close of its most recent
fiscal year and a binding written commitment from the parent to you
to make a minimum of ten million dollars available to you as a
capital contribution in connection with its reverse mortgage
lending program.

(3) Subsections (1) and (2) of this section do not apply to
you if you:

(a) Only originate proprietary reverse mortgage loans with
full disbursement of the proceeds; or

(b) Only originate proprietary reverse mortgage loans that are
sold into the secondary market to an investor with either a 4Al or
5A1 rating from Dun & Bradstreet credit services. You must obtain
a written commitment to purchase from the investor prior to the
loan closing and must arrange for the delivery of the loans to the
investor within ten days of the loan closing.

NEW SECTION

WAC 208-620-820 What specific loan terms and conditions are
allowed or required in the proprietary reverse mortgages I make to
Washington residents? (1) Loan prepayment.

(a) Prepayment, in whole or in part, or the refinancing of a
reverse mortgage loan, must be permitted without penalty at any
time during the term of the reverse mortgage loan. For the
purposes of this subsection, penalty does not include any fees,
payments, or other charges, not including interest, that would have
otherwise been due upon the reverse mortgage being due and payable.
However, when a reverse mortgage lender has paid or waived all of
the usual fees or costs associated with a reverse mortgage loan, a
prepayment penalty may be imposed, provided the penalty does not
exceed the total amount of the usual fees or costs that were
initially absorbed or waived by the reverse mortgage lender.

(b) You may not impose a prepayment penalty under this
subsection if the prepayment is caused by the occurrence of the
death of the borrowers.

(c) You must provide no less than thirty days prior written
notice of any permissible prepayment penalty under this section.

(2) Interest rate. A reverse mortgage loan may provide for a
fixed or adjustable interest rate or combination thereof, including
compound interest, and may also provide for interest that 1is
contingent on the value of the property upon execution of the loan
or at maturity, or on changes in wvalue Dbetween closing and
maturity.

(3) Late advances.

(a) If you make a late advance you must pay a late charge of
ten percent of the entire amount that should have been advanced to
the borrower. A late advance is a scheduled monthly advance that
you do not mail or electronically transfer to the borrower on or
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before the first business day of the month, or within five business
days of the date you receive the borrower's request, or such other
regularly scheduled contractual date.

(b) For each additional day you fail to make the advance, you
must pay interest on the late advance at the interest rate stated
in the loan documents. If the loan documents provide for an
adjustable interest rate, the rate in effect when the late charge
first accrues is used. You must pay late charges from your funds
and they may not be added to the unpaid principal balance.

(c) You forfeit the right to interest and monthly servicing
fee for any months you fail to make a timely advance.

(4) Loan acceleration. The reverse mortgage loan may become
due and payable upon the occurrence of any one of the following
events:

(a) The home securing the loan is sold or title to the home is
otherwise transferred;

(b) All borrowers cease occupying the home as a principal
residence, except as provided in subsection (5) of this section; or

(c) A defaulting event occurs which is specified in the loan
documents.

(5) Repayment. Repayment of the reverse mortgage loan is
subject to the following additional conditions:

(a) Temporary absences from the home not exceeding one hundred
eighty consecutive days do not cause the mortgage to become due and
payable;

(b) Extended absences from the home exceeding one hundred
eighty consecutive days, but less than one year, do not cause the
mortgage to become due and payable if the borrower has taken prior
action that secures and protects the home in a satisfactory manner,
as specified in the loan documents;

(c) Your right to collect reverse mortgage loan proceeds is
subject to the applicable statute of limitations for written loan
contracts. Notwithstanding any other provision of law, the statute
of limitations commences on the date that the reverse mortgage loan
becomes due and payable as provided in the loan agreement;

(d) If the borrower mortgaged one hundred percent of the full
value of the house, the amount owed will be the lesser amount of:

(1) The fair market value of the house, minus the sale costs;
or

(1i1) The outstanding balance of the loan.

(e) If the borrower mortgaged less than one hundred percent of
the full value of the house, the amount owed by the borrower must
not be greater than the outstanding balance of the loan or the
percentage of the fair market value (minus sale costs, as provided
in the contract), whichever amount is less.

(f) The lender must enforce the debt only through the sale of
the property and must not obtain a deficiency judgment against the
borrower.

(6) Fee disclosure. Using conspicuous, bold sixteen-point or
larger type, you must disclose in the loan agreement any interest
rate or other fees to be charged during the period that commences
on the date that the reverse mortgage loan becomes due and payable,
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and that ends when repayment in full is made.
(7) Deed of trust disclosure. The first page of any deed of
trust securing a reverse mortgage loan must contain the following

statement in sixteen-point boldface type: "This deed of trust
secures a reverse mortgage loan."
(8) Ancillary products. You or any other party that

participates in the origination of a reverse mortgage loan must not
require an applicant for a reverse mortgage to purchase an annuity,
insurance, or another product as a condition of obtaining a reverse
mortgage loan. You or the broker of a reverse mortgage loan must
not:

(a) Offer an annuity to the borrower prior to the closing of
the reverse mortgage or before the expiration of the borrower's
right to rescind the reverse mortgage agreement;

(b) Refer the borrower to anyone for the purchase of an
annuity prior to the closing of the reverse mortgage or before the
expiration of the borrower's right to rescind the reverse mortgage
agreement;

(c) Provide marketing information or annuity sales leads to
anyone regarding the ©prospective borrower or receive any
compensation for such an annuity sale or referral; or

(d) You or any other party that participates in the
origination of a reverse mortgage loan must maintain safeguards,
acceptable to the department of financial institutions, to ensure
that you do not provide reverse mortgage borrowers with any other
financial or insurance products and that individuals participating
in the origination of a reverse mortgage loan have no ability or
incentive to provide the borrower with any other financial or
insurance product.

(9) Borrower counseling. Prior to accepting a final and
complete application for a reverse mortgage loan or assessing any
fees, you must refer the prospective borrower to an independent
housing counseling agency approved by the federal department of
Housing and Urban Development for counseling. The counseling must
meet the standards and requirements established by the federal
department of Housing and Urban Development for reverse mortgage
counseling. You must provide the borrower with a list of at least
five independent housing counseling agencies approved by the
federal department of Housing and Urban Development, including at
least two agencies that can provide counseling by telephone.
Telephone counseling will only be used for counseling at the

borrower's request. You must create and maintain a form that
includes the Dborrower's signature for telephone counseling
requests.

(10) Counseling certification. You must not accept a final

and complete application for a reverse mortgage loan from a
prospective applicant or assess any fees upon a prospective
applicant without first receiving a certification from the
applicant or the applicant's authorized representative that the
applicant has received counseling from an agency as described in
subsection (9) of this section. The certification must be signed
by the borrower and the agency counselor, and must include the date
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of the counseling and the names, addresses, and telephone numbers
of both the counselor and the borrower. Electronic facsimile copy
of the housing counseling certification satisfies the requirements
of this subsection. You must maintain the certification in an
accurate, reproducible, and accessible format for the term of the
reverse mortgage.

(11) Minimum age. You may not make a reverse mortgage loan to
any Washington state resident unless that resident is a minimum of
sixty years of age as of the date of execution of the loan.

(12) Advances. Except for the initial disbursement of moneys
to the closing agent, you must issue advances directly to the
borrower, or his or her 1legal representative, and not to an
intermediary or third party.

(13) Rescission rights. The borrower in a proprietary reverse
mortgage transaction has the same right to rescind the transaction
as provided in the Truth in Lending Act, Regulation Z, 12 C.F.R.
Sec. 226.

(14) Property appraisals. Prior to execution of the loan and
at the end of the loan term, you must obtain an independent
appraisal of the property wvalue, or use the current year's tax
assessment valuation of the property. You must provide copies of
these appraisals to the borrower within five days of the borrower's
written request, provided the borrower has paid for the appraisal.

NEW SECTION

WAC 208-620-825 What other program information must I submit
to the director for approval before offering or making proprietary
reverse mortgages-? (1) A description of all proprietary reverse
mortgage products available to borrowers.

(2) A copy of each proprietary loan product contract.

(3) A copy of all disclosures provided to borrowers for all
proprietary reverse mortgage products.

(4) A copy of the projected total cost of credit disclosure
provided to borrowers. The projected total cost of credit
disclosure must reflect at a minimum the following factors, as
applicable:

(a) All costs and charges to the consumer;

(b) All advances to and for the benefit of the consumer;

(c) Any shared appreciation or equity in the dwelling that you
are entitled under the contract to receive;

(d) Any limitation on the consumer's liability (such as
nonrecourse limits and equity conservation agreements);

(e) Each of the assumed annual appreciation rates for the
dwelling:

(1) Zero percent;

(ii) Four percent;

(iii) Eight percent;
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(f) Each of the following assumed loan periods:

(i) Two years;

(ii) The actuarial life expectancy of the consumer to become
obligated on the reverse mortgage transaction (as of the consumer's
most recent birthday). If there is more than one consumer, the
period must be the actuarial 1life expectancy of the youngest
consumer as of that consumer's most recent birthday;

(g) Reserved.

(5) Your complaint processing policies and procedures.

(6) A copy of all notes and mortgages used 1in proprietary
reverse mortgage loan transactions.

(7) If third party originators are used, copies of all due
diligence policies and procedures for their use and copies of all
compensation and incentive policies and procedures.

(8) A copy of your underwriting policy.

(9) A description of your title search methods.

(10) A copy of your policy for paying subsequent liens.

(11) A copy of your appraisal practices.

NEW SECTTION

WAC 208-660-830 What disclosures must I provide to a
borrower? (1) Counseling disclosure. You must provide the
following plain language statement in conspicuous bold sixteen-
point type or larger, prior to receiving a complete and final loan
application: "Important notice to reverse mortgage loan applicant:
A reverse mortgage is a complex financial transaction that provides
a means of using the equity you have built up in your home, or the
value of your home, as a way to access home equity. If you decide
to obtain a reverse mortgage loan, you will sign binding legal
documents that will have important legal, tax, and financial
implications for you and your estate. It is very important for you
to understand the terms of the reverse mortgage and its effect.
Before entering into this transaction, you are required by law to
consult with an independent loan counselor. A list of approved
counselors will be provided to you by the lender or broker. You
may also want to discuss your decision with family members or
others on whom you rely for financial advice."

(2) Loan statements. You or the servicer must provide an
annual, or more frequent, or upon a change, a disclosure statement
to the borrower, providing details of the loan advances, balance,
other terms, and the name and telephone number of the lender's
employee or agent who has been specifically designated to respond
to inquiries concerning reverse mortgage loans.
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NEW SECTION

WAC 208-620-850 What is the process I must follow to obtain
the department's approval of my proprietary reverse mortgage

product?

REPEALER

Reserved.

The following sections of the Washington Administrative Code
are repealed:

WAC

WAC

WAC

WAC

WAC

WAC

208-620-270

208-620-285

208-620-410

208-620-470

208-620-475

208-620-512

Can I make a loan subject to the
act without first getting a
license?

If my application is incomplete
when I file it with the department,
what will happen?

May I sell other types of products
from my licensed location?

Do I need to notify the department
if T move the location of my
office?

Must I notify the department if I
cease doing business in this state
if T am doing business in other
States?

If I pull a credit report on a
consumer who has identified a
specific property on a purchase and
sales agreement or contract, or is
refinancing a specific property, is
that enough to trigger the required
disclosures under RESPA and TILA?
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