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

WAC 208-620-260 If I ((get)) amlicensed under the Consuner
Loan Act, can | broker loans in the state of Washington? (({H—As
a—eﬁﬁSﬂﬁﬁ%—+ﬁaﬁ—++eeﬁsee—)) Yes Ybu nay broker Ioans ((+A—the

((effhefﬁ) t he Consuner Loan Act or ((%he)) Nbrtgage Br oker
Practices Act.

((2)) (1) If you broker |oans under the Consuner Loan Act,
those | oans are subject to assessnment under WAC 208-620- 240 ((and

mast—be—counted—in—the—<caleculation—of theannyal—assessarent—

(2) If vou'broker | oans under the Mrtgage Broker bractices
Act, chapter 19.146 RCW you nust conply with that act.

AVENDATORY SECTION (Anending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-320 What is the anount of the bond required for
my consuner |oan license? (1) Loans not secured by real estate.
For licensees maki ng | oans not secured by real property, the penal
sumof the bond is one hundred thousand dollars for each office up
to five locations. For each additional branch office over five,
t he anobunt of the bond nust be increased by ten thousand doll ars.

(2) Loans secured by real estate. For a licensee nmaking | oans
secured by real property, the penal sumof the bond is four hundred
t housand dollars for the first ((+ﬁea%+ﬁﬁ—aﬁd—eﬁe—huﬁdfed—%heusaﬁd

)) five
| ocations. For each additional branch office over five, the anount
of the bond nust be increased by ten thousand dollars, up to a

maxi mum bond amount of seven hundred thousand doll ars. For
exanpl e:
Penal Sum of
Penal Sum of Bond - Bond - Licensee
Number of | Licensee making non | making real estate
Offices real estate loans loans
1 $100,000 $400,000
2 $200,000 $((506,660))
400,000
3 $300,000 $((666,666))
400,000
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Penal Sum of
Penal Sum of Bond - Bond - Licensee
Number of | Licensee making non | making real estate
Offices real estate loans loans
4 $400,000 $((766,660))
400,000
5 $500,000 $((866,660))
400,000
6 $510,000 $((816;660))
410,000
7 $520,000 $((826,660))
420,000
8 $530,000 $((836,660))
430,000
9 $540,000 $((846,060))
440,000
10 $550,000 $((856,660))
450,000

AVENDATORY SECTION (Anending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-350 If I qualify to use a bond substitute inlieu
of a surety bond, what docunentation do | have to provide to the
depart nment ? (1) Sem annual financial statenments required. A
| icensee that nmaintains a bond substitute nust submt sem annual ly
to the director year-to-date financial statenents prepared in
accordance with general | y accept ed accounting principles, including
at a mnimuma statenent of assets and liabilities and a profit and
| oss statenent.

(2) Mre frequent financial reporting. The director may
require that financial reports be submtted nore frequently if past
financi al reports have been prepared incorrectly or were m sl eadi ng
or if there is substantial risk that the Iicensee wll violate the
bond substitute standard.

(3) Additional information to be filed. The director may
require other docunments, agreenents and information deened
necessary to properly eval uate and ensure that the |icensee renmains
in conpliance with this section.

(4) Failure to file financial statenments as required. The
director may require a licensee that fails to file its financial
statenents under subsection (1) of this section to obtain a surety
bond within thirty days of that failure. ((Farture—to—-obtarn—the
I I . I e . . . ¢
Heensee—s—t+t+eenser))
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AVENDATORY SECTION (Anending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620- 360 What if | choose the bond substitute
alternative and ny uninpaired capital falls below the m ninmn?
(())) Failure to maintain sufficient uninpaired capital. A

i censee that does not maintain a sufficient bond substitute shal
notify the director within ten days as required by WAC 208- 620- 490.
The licensee nmust then obtain and file with the director a surety
bond in the amobunt required by WAC 208-620-320 within twenty days
after receiving notice fromthe director. A licensee that files a
surety bond under this section nust maintain the surety bond for
five years after the date of nonconpliance. During this five-year
period, the director will not accept a bond substitute.

((62%—FakFuFe—%e—ﬂb%akﬁ—a—sﬂ+e%y—beﬁ&———FafF&Fe—%e—%fke—a
. A e 5y))

AVENDATORY SECTION (Anending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-400 Can | share an office with another business?
(1) Alicensee may conduct its business in a licensed |location in
whi ch ot her persons are engaged in business.

(2) ((+%—+he—++eeﬁsee—has—e++ee%+ve—eﬁﬁ++ﬁ+—ﬁve+—%he—ﬁeﬁseﬁ

-)) The
licensee nust conmply with RESPA Sec. 3500.15, including the
requi red disclosures and prohibitions on referral fees if:

(a) The licensee has effective control over the person sharing
space; or

(b) The person sharing space has effective control over the
| i censee; or

(c) The licensee and the person sharing space are under _connbn
control by a third person; or

(d) The 1licensee is a corporation related to another
corporation as parent to subsidiary and one refers business
incident to or a part of a real estate settlenent service to the
ot her.
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AVENDATORY SECTION (Anending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-425 May | transfer or assign ny license? No. A
license is given to a specific entity with specific individuals at
a specific location. If ((aH—oer—part)) twenty percent or nore of
t he business is transferred or sold to anot her person, the |licensee

((rs—requirea—to notiiy theeaepartrent prrorto transfer—sothe

f )) and the proposed new licensee(s)
apply to the departnment for a license.

nmust

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

WAC 208-620-430 What are nmy annual filing requirenents as a
consumrer |l oan |icensee? Each year vyou are required to file a
consolidated annual report on a form provided by the departnent.
You nust al so pay a fee (assessnent) based on your |oan portfolio
fromthe prior calendar year end, plus the loan activity conducted
during the reporting year.

(1) Annual report and assessnent due March 1st. ((Eaech—year

- / ' - ' -

Heensee—wH——calettate—the—annuval—fee—on—the—worksheet—Fhe
Heensee)) You nust ((detHver—its)) provide the conpleted

consol i dated annual report, worksheet, and annual fee to the
departnment by March 1st of ((the—+foHewng)) each year.

(2) Late penalties. A licensee that fails to submt the
required annual report ((and)), worksheet, and assessnent by
((the)) March 1st ((due—date)) is subject to a penalty of fifty
dollars per report for each day of delay. For exanmple, if the
department recei ves the consol i dated annual report and wor ksheet on
March 4th, the licensee would have to pay an additional three
hundred dollars as a |late penalty.

(3) Failure to file. |If a licensee fails to pay its annual
assessnment 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 Consunmer Loan Act. The
departnment may nmake a claimon the licensee's surety bond for the
| ate penal ti es under subsection (2) of this section and the greater
of :

(a) The assessnent paid the previous year;
(b) The average annual assessnent paid in the previous two
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years; or
(c) Fifteen hundred dollars.

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

WAC 208-620-440 How do | ~calculate ny annual ((fee))
assessnment for activity in Washington? (1) Calculation of the
annual ((fee)) assessnent. ( ( Eaeh—+censee—wtH—pay—an)) The
annual assessnent ((fee)) is based on the "adjusted total | oan
val ue" as defined in subsection (2) of this section. The anount of
t he annual assessnment ((fee)) is determned by multiplying the
adjusted total |oan value of the loans in the year being assessed
by .000180271.

(2) Al loans counted in ((fee)) assessnent cal culation. The
"adj usted total l|oan value" is the sum of:

(a) The principal |oan balance on WAshington loans in your
| oan portfolio on Decenber 31 of the prior year:; plus

(b) The total ((unpatdbatance)) principal |oan anount of al
first and junior lien Washington |oans ((as—ef—year—end;)) both
under and over twelve percent interest, you made ((e+)), brokered
( ( ungder—the—act—to—VWashington—resitdents—that—were—retatned;
brokered)), or purchased ((by—thet+H-censee—and

the assessnent year.

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

WAC 208-620-460 Must | file ny annual report even if | go out
of business during the year? (1) Alicensee that ceases operations
during the year nust file the consolidated annual report and pay
t he annual assessnent required in WAC 208-620-430 within thirty
days of cl osure.

(2) Failuretofilewthinthirty days of closure will trigger
t he bond cl ai mprocess as descri bed i n WAC 208- 620-430( 3), or ot her
action.
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AMENDATORY SECTION (Amending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-470 Do | need to notify the departnent if | nove
the | ocation of ny offjce7 ((BeF6Fe—d6kﬁg—bﬂ%kﬁ&%%—&ﬁd&ﬁ—%h&—&&%

=) Yhs. At Ieast ten davs prior to

changing the | ocation of vour nmain or branch office, you nust file
an anendnent for the change of location with the departnent, and
receive approval fromthe director.

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

WAC 208-620-475 Must | notify the departnent if | cease doing
business in this state if | am doing business in other states?
Yes. You nust ((etther)) notify the departnment within twenty days
after you cease doing business in the state of Washington ((efr

contthue—to—FHte—your—anntal—report—and—worksheet—each—year) ).
((+Arofrder)) Additionally, to end your filing responsibilities, you

must file a Consuner Loan Cosure Form ((ateng—wth—your)),

including the final annual report ((anrd)), worksheet, and submt
any fees omed((——aﬁd)) Finally, you must return your |icense

((

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

WAC 208-620-500 What are ny reporting requirenments if | want
to cl ose one or nore of ny branch offices? (({H)—Eestngabranch

ofH+ee-)) If you close a branch office, you nust immediately
notify the departnment using the Consunmer Loan O fice C osure Form
((and)). _ You nust al so return t he ori gi nal Ilcense
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AVENDATORY SECTION (Anending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-515 What authority do | have as a |icensee? (1)
As a licensee you may:

(a) Lend noney at a rate that does not exceed twenty-five
percent per annum as determ ned by the sinple interest nethod of
cal cul ating interest owed;

(b) In connection with the making of a loan, charge the
borrower a nonrefundable, prepaid, loan origination fee not to
exceed four percent of the first twenty thousand dollars and two
percent thereafter of the principal anount of the | oan advanced to
or for the direct benefit of the borrower, which fee nmay be
included in the principal balance of the |oan;

(c) I'n connection with the making of a |oan secured by real
estate, when the borrower actually obtains a | oan, agree with the
borrower to pay a fee to a nortgage broker that is not owned by the
licensee or under common ownership with the licensee and that
performed services in connection with the origination of the | oan.
A licensee may not receive conpensation as a nortgage broker in
connection with any | oan nade by the |licensee;

(d) The powers listedin (a)((y)) and (b)((;—anreH€e)y)) of this
subsecti on apply onIy tojunior lien nortgage | oans, and to | enders
that are not "creditors" wunder the Depository Institutions
Deregul atory and Monetary Control Act when making first lien
nor t gage | oans and nonnortgage | oans.

(2) Agree with the borrower for the paynent of fees to third
parties other than the |icensee who provide goods or services to
the licensee in connection with the preparation of the borrower's
| oan, including, but not limted to, credit reporting agencies,
title conpanies, appraisers, structural and pest inspectors, and
escrow conpani es, when such fees are actually paid by the |Iicensee
toathird party for such services or purposes and may i ncl ude such
fees in the anpbunt of the |oan. However, no charge may be
collected unless a loan is nade, except for reasonable fees
actually and properly incurred in connection with the appraisal of
property by a qualified, independent, professional, third-party
apprai ser sel ected by the borrower and approved by the I ender or in
t he absence of borrower selection, selected by the |ender.

(3) Charge and collect a penalty of not nore than ten ((eents

)) percent of any installnment paynent
del i nquent ten days or nore.

(4) Collect fromthe debtor reasonabl e attorneys' fees, actual
expenses, and costs incurred in connection with the collection of
a del i nquent debt, a repossession, or a foreclosure when a debt is
referred for collection to an attorney who is not a salaried
enpl oyee of the |icensee.

(5) Make open-end | oans as provided in the act.

(6) I'n accordance with Title 48 RCW sell insurance covering
real and personal property, covering the life or disability or both
of the borrower, and covering the involuntary unenpl oynent of the
borr ower .
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AVENDATORY SECTION (Anending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

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) Disclosure of payoff anbunt. Failure to provide the exact
pay-of f amount as of a certain date within five ((er—fewer))
busi ness days after being requested in witing to do so by a
borrower of record or their authorized representative;

(2) Recognition of paynent delivery. Failure to record a
borrower's paynent 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
| icensee may earn a fee or comm ssion through its "best efforts” to
obtain a loan even though no loan is actually obtained for the
bor r ower ;

(4) False advertising of rates and fees. Soliciting,
advertising, or entering into a contract for specific interest
rates, points, or other financing ternms unless the terns are
actually available at the tine;

(5) False filing. Negligently nmaking any fal se statenent or
willfully making any om ssion of material fact in connection with
any application or any information filed by a licensee in
connection with any application, examnation or investigation
conducted by the departnent;

(6) Influencing appraisers. Mking any paynent, directly or
indirectly, or withholding or threatening to wi thhold any paynent,
to any apprai ser of a property, for the purposes of influencing the
i ndependent judgnment of the appraiser with respect to the val ue of
t he property;

(7) Docunents with blanks. ((AHewng—aborrower—toteave))
Leavi ng bl anks on a docunent that is signed by the borrower;

(8) Fal se advertising. Soliciting business using advertising
t hat i ncl udes:

(a) An envelope or stationery that contains an official-
| ooki ng enbl em such as an eagle or a crest, or that is otherw se
designed to resenble an official governnment mailing, such as a
mai ling fromthe I nternal Revenue Service or the U. S. Departnent of
the Treasury;

(b) An envel ope or stationery containing warnings or notices
citing codes or formnunbers nmade to appear |ike governnent codes
or formnunbers that are not required to be shown on the nmailing by
the U S. Postal Service;

(c) Any suggestion or representation that the licensee is, or
is affiliated with, a state or federal agency, nunicipality, bank,
savi ngs bank, trust conpany, savings and | oan associ ati on, buil di ng
and | oan association, credit union, or other entity that it does
not actually represent;

(d) Any suggestion or representation that the solicitationis
froman entity other than the |icensee;
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(e) Any suggestion or representation that the information
about a consuner's current |oan was provided by any source other
than the source disclosed pursuant to WAC 208- 620- 630;

(9) Inclusion of taxes and insurance. Failing to clearly
di sclose to a borrower whether the paynent advertised or offered
for a real estate |oan includes anmounts for taxes, insurance or
ot her products sold to the borrower;

(10) Force pl aced i nsurance. Purchasing insurance on an asset
secured by a loan without first attenpting to contact the borrower
by mailing one or nore notices to the |last known address of the
borrower in order to verify that the asset is not otherw se
i nsur ed;

(11) Filing an inappropriate lien. WIlIlfully filing alien on
property without a |legal basis to do so;

(12) Threats and coercion. Coercing, intimdating, or
t hreat eni ng borrowers in any way with the intent of forcing themto
conplete a | oan transacti on;

(13) Failure to reconvey title to collateral, if any, within
thirty business days when the loan is paid in full unless
conditions exist that make conpliance unreasonabl e.

NEW SECTI ON

WAC 208-620-611 What federal guidance has the director
adopted for use by the departnent in determning if a violation
under RCW 31.04. 027 has occurred? The director has adopt ed:

(1) The Conference of State Bank Supervisors and Anerican
Association of Residential Mrtgage Regulators CCuidance on
Nontradi ti onal Mortgage Product Ri sks; and

(2) The Conference of State Bank Supervisors, Anerican
Association of Residential Mrtgage Regulators, and National
Associ ation of Consuner Credit Adm nistrators Statenment on Subprine
Mor t gage Lendi ng.

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

WAC 208-620-630 ((+H—t+——send—out—a—tetter—referring—to—a

, o I ’ : e .
th-setose?)) \What are the advertising restrictions, and what are
sone exaqples of_those restrictions? ((Vheﬁ—ﬂﬁ—iﬁh%ﬁ++§eﬁﬁﬁF

rﬁe+udes—fﬁ#efﬁa%feﬁ—abeu%—a—eeﬁsﬂﬁefLs—euffeﬁ%—+eaﬁ—%ha%—dfd—ﬁe%
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of—the—souree—from—whireh—thirs—nformation—was—obtatrned—)) (1)
Li censees are prohibited from advertising wth envel opes or
stationery that contain an official-looking enblem designed to
resenbl e a governnent mailing or that suggest an affiliation that
does not exist. Wat are sone exanples of enbl ens or governnent -
| i ke nanes, | anquage, or nonexi stent affiliations that will violate
the state and federal advertising |l aws? Sone exanpl es include, but
are not limted to:

(a) Characterizing products as "governnent |oan prograns,"
"gover nnent -supported |l oans," or other words that may nislead a
consuner _into believing that the government is quaranteeing,
endorsing, or supporting the advertised | oan product. Usi ng the
words "FHA [oan," "VA loan," or words for other products that are
in fact endorsed or sponsored by a federal, state, or 1ocal
governnent entity is all owed.

(b) An official-Ilooking enblemsuch as an eagle, the Statue of
Li berty, or a crest or seal that resenbl es one used by any state or
f ederal governnent agency.

(c) Envelopes designed to resenble official governnent
nailings, such as |IRS or US. Treasury envelopes, or other
governnent mail ers.

(d) Warnings or notices citing governnent codes or form
nunbers not required by the U S. Postnaster to be shown on the
mai | i ng.

(e) The use of the term "official business," or simlar
| anguage inplyving official or governnent business, wthout also
including the nane of the sender.

(f) Any suggestion or representation that the solicitor is
affiliated with any agency, bank, or other entity that it does not
actually represent.

(2) When | amadvertising interest rates, the act requires ne
t o conspi cuously di sclose the annual percentage rate (APR) inplied
by the rate of interest. What does it nean to "conspi cuously"
di sclose the APR? The type size of the APR nust be the sane size
or larger than any other rates stated in the advertisenent.

(3) The act prohibits nme from advertising an interest rate
unless that rate is actually available at the tine of the
adverti senent. How may | establish that an advertised interest
rate was "actually available" at the tinme it was advertised?
Whenever a specific interest rate is advertised, the |icensee nust
retain a copy of supporting rate information, and the APR
calculation for the advertised interest rate.

(4) Must 1 quote the annual percentage rate when di scussing
rates with a borrower? Yes. You nust quote the annual percentage
rate and other terns of the loan if you give an oral quote of an
interest rate to the borrower. TILA's Requlation Z, 12 CFR, part
226. 26 provides qguidance for using the annual percentage rate in
oral disclosures.

(5) May a licensee advertise rates or fees as the "l owest" or
"best"? No. Rates described as "|lowest," "best," or other simlar
words cannot be proven to be actually available at the tine they
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are advertised. Therefore, they are a fal se or deceptive statenent
or representation prohibited by RCW 19. 146. 0201(7).

(6) May | solicit wusing advertising that suggests or
represents that | am affiliated with a state or federal agency,
municipality, federally insured financial institution, trust
conpany, building and | oan associ ation, when | amnot; or that | am
an entity other than who | an? No. It is an unfair and deceptive

act _or practice and a violation of the act for you to suggest or
represent that yvou are affiliated with a state or federal agency,
muni cipality, federally insured financial institution, trust
conpany, building and | oan associ ation, or other entity you do not
actually represent; or to suggest or represent that you are any
entity other than who you are.

(7) | f I advertise wusing a borrower's current | oan
i nformation, what nust | disclose about that informati on? Wen an
adverti senent includes informati on about a borrower's current | oan
that you did not obtain froma solicitation, application, or |oan,
you nust provide the borrower with the nanme of the source of the
i nf or nati on.

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

WAC 208-620-640 Wat are ((the—regui+renents)) sone of the
federal laws | nust conply with when | advertise any | oan subject
to the Consunmer Loan Act? You nust conply with all the applicable
advertising requirenents under the federal statutes and regul ations
including, but not limted to, the Truth in Lending Act, the Real
Estate Settlenment Procedures Act, the Federal Trade Act, the
Tel emarketi ng and Consuner Fraud and Abuse Act, and the Equal

Credit Opportunity Act ((ant—yeut—rust—consptredvousty—discltose—the
afntal—percentagerate+npHedbytherateof+nterest—that—you—are
atvertistng) ) .

AVENDATORY SECTION (Anending WSR 06-04-053, filed 1/27/06,
effective 2/27/06)

WAC 208-620-650 WII the director waive fees charged under
t he Consuner Loan Act? The director or designee nmay wai ve any or
all of the fees and assessnents under this chapter when he or she
determ nes that:

(1) The financial services regulation account exceeds the
projected m ninum fund bal ance |evel approved by the office of
financi al managenent; and
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(2) That the waiver is fiscally prudent ((:—and¢
' ' )) -
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