AMENDATORY SECTION (Amending WSR 06-23-137, filed 11/21/06,
effective 1/1/07)

WAC 208-660-005 Purpose, scope and coverage. (1) What is the
purpose of the Mortgage Broker Practices Act? The purpose of the
Mortgage Broker Practices Act 1is to establish a state system of
licensure and rules of practice and conduct for mortgage brokers
and loan originators, to promote honesty and fair dealing with
citizens, and to preserve public confidence in the lending and real
estate community.

(2) What is the purpose of the Mortgage Broker Practices Act
rules? The purpose of these rules is to administer and interpret
the Mortgage Broker Practices Act in order to govern the activities
of licensed mortgage brokers, loan originators, and other persons
subject to the act.

(3) What is the scope and coverage of the Mortgage Broker
Practices Act and these rules? There are four criteria to
determine the scope and coverage of the Mortgage Broker Practices
Act and these rules. All of the criteria must be met in order for
a person or entity to fall under the scope and coverage of the act
and these rules. The criteria are:

(a) The persons or entities conducting business;

(b) The type of transactions performed when conducting the
business;

(c) The identification of residential real estate; and

(d) The location of the mortgage broker, loan originator,
potential borrower, and residential real estate.

(4) What persons or entities are covered? The Mortgage Broker
Practices Act and these rules apply to all persons or entities
defined as mortgage Dbrokers or loan originators under RCW
19.146.010 ( (tF2y7or—Ttoamroriginatorsunder REW—ITS5-H46-0F01(10)) ) .
However, certain mortgage brokers and loan originators may be
exempt from all or part of the act under RCW 19.146.020 as
discussed in WAC 208-660-008.

(5) What types of transactions are covered? The Mortgage
Broker Practices Act and these rules cover the ((makirmrg—or))
assisting ( (frobtaiming—of)) to obtain any "residential mortgage
loan” defined in RCW 19.146.010 ((+15)y)) and WAC 208-660-006. ( (Ffe

T WAC—208—666—006+)) Violations of RCW 19.146.0201, however, are
not limited to residential mortgage loan transactions.

(6) What is residential real estate? Residential real estate
is real property upon which 1is constructed or intended to be
constructed, a single family dwelling, or multiple family dwelling
of four or less units. See examples in WAC 208-660-006,
"residential real estate."

(7) Does the location of the mortgage broker, loan originator,
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potential borrower, and residential real estate affect whether the
transaction is covered under the Mortgage Broker Practices Act? 1If
the mortgage Dbroker, 1loan originator, potential borrower, or
residential real estate is located in Washington, the transaction
is covered by the Mortgage Broker Practices Act and these rules.
However, the director may choose to defer to other jurisdictions
where doing so would, in the director's sole discretion, achieve
the purposes of the Mortgage Broker Practices Act.

(8) What are some examples of transactions falling under the
scope and coverage of the Mortgage Broker Practices Act and these
rules?

(a) A loan originator employed with Mortgage Broker, Inc.
with a physical office in Redmond, Washington takes a 1loan
application from a Kirkland, Washington resident for the purchase

of a home located in Bellevue, Washington. Mortgage Broker, Inc.
is not exempt from the Mortgage Broker Practices Act under RCW
19.146.020 ((tHyta=rtx)r)). The home located in Bellevue meets the

definition of residential real estate and the purchaser intends to
reside in the home.

(b) A loan originator with a physical office in Spokane,
Washington takes a loan application from a Yakima, Washington

resident for the purchase of a home located in Oregon. The
mortgage broker is not exempt from the Mortgage Broker Practices
Act under RCW 19.146.020 ((tbta)rti1i))). The home located in

Oregon meets the definition of residential real estate and the
purchaser intends to reside in the home.

(c) A loan originator with a physical office in Reno, Nevada
working for a Nevada mortgage broker takes a loan application from
a Nevada resident for the purchase of a home located in Olympia,
Washington. The mortgage broker is not exempt from the Mortgage
Broker Practices Act under RCW 19.146.020 ((tbrte>rtt1)y)). The home
located in Washington meets the definition of residential real
estate and the purchaser intends to reside in the home.

AMENDATORY SECTION (Amending WSR 09-01-15¢6, filed 12/23/08,
effective 1/23/09)

WAC 208-660-006 Definitions. What definitions are applicable
to these rules? Unless the context clearly requires otherwise, the
definitions in this section apply throughout these rules.

"Act" means the Mortgage Broker Practices Act, chapter 19.146
RCW.

"Advertising material" means any form of sales or promotional
materials used in connection with the mortgage broker business.
Advertising material includes, but is not limited to, newspapers,
magazines, leaflets, flyers, direct mail, indoor or outdoor signs
or displays, point-of-sale literature or educational materials,
other printed materials; radio, television, public address system,
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or other audio broadcasts; or internet pages.

"Affiliate"™ means any person who directly or indirectly
through one or more intermediaries, controls, or is controlled by,
or is under common control with another person.

"Annual loan volume" means the aggregate of the principal loan
amounts brokered by the licensee as reflected in the annual
mortgage broker report or call report.

"Application" means the submission of a borrower's financial
information in anticipation of a credit decision relating to a
residential mortgage loan, which ((ska3x%)) includes the borrower's
name, monthly income, Social Security number to obtain a credit
report, the property address, an estimate of the wvalue of the
property, and the mortgage loan amount sought ((;7——aod——any—other
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application may be 1in writing or electronically submitted,
including a written record of an oral application. If the

submission does not state or identify a specific property, the
submission is 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.

"Appraisal" means the act or process of developing an opinion
of value, the act pertaining to an appraisal-related function, or
any verbal or written opinion of value offered by an appraiser.
The opinion of value by the appraiser includes any communication
that is offered as a single point, a value range, a possible wvalue
range, exclusion of a value, or a minimum value.

"Borrower" means any person who consults with or retains a
mortgage broker or loan originator in an effort to obtain or seek
advice or information on obtaining or applying to obtain a
residential mortgage loan for himself, herself, or persons
including himself or herself, regardless of whether the person
actually obtains such a loan.

"Branch office" means a fixed physical location such as an
office, separate from the principal place of business of the
licensee, where the licensee holds itself out as a mortgage broker.

"Branch office license" means a branch office license issued
by the director allowing the licensee to conduct a mortgage broker
business at the location indicated on the license.

"Business day" means Monday through Friday excluding federally
recognized bank holidays.

"Certificate of passing an approved examination" means a
certificate signed by the testing administrator verifying that the
individual performed with a satisfactory score or higher.

"Certificate of satisfactory completion of an approved
continuing education course" means a certificate signed by the
course provider verifying that the individual has attended an
approved continuing education course.

"Compensation or gain" means remuneration, benefits, or an
increase in something having monetary value, including, but not
limited to, moneys, things, discounts, salaries, commissions, fees,
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duplicate payments of a charge, stock, dividends, distributions of
partnership profits, franchise royalties, credits representing
moneys that may be paid at a future date, the opportunity to
participate 1in a money-making program, retained or increased
earnings, increased equity in a parent or subsidiary entity,
special or unusual bank or financing terms, services of all types
at special or free rates, sales or rentals at special prices or
rates, lease or rental payments based in whole or in part on the
amount of business referred, trips and payments of another person's
expenses, or reduction in credit against an existing obligation.
"Compensation or gain" is not evaluated solely on a loan by loan
basis.

For example, a realtor advertising that buyers using their
services will receive free loan origination assistance is doing so
in the anticipation of "compensation or gain" through increased
real estate business.

"Computer loan information systems" or "CLI system" means a
real estate mortgage financing information system that facilitates
the provision of information to consumers by a mortgage broker,
loan originator, lender, real estate agent, or other person
regarding interest rates and other loan terms available from
different lenders.

For purposes of this definition, the CLI system includes
computer hardware or software, an internet-based system, or any
combination of these, which provides information to consumers about
residential mortgage interest rates and other loan terms which are
available from another person.

"Computer loan information system provider" or "CLI provider"
is any person who provides a computer loan information service,
either directly, or as an owner-operator of a CLI system, or both.

"Consumer Protection Act" means chapter 19.86 RCW.

"Control" including the terms "controls," "is controlled by,"
or "is under common control" means the power, directly or
indirectly, to direct or cause the direction of the management or
policies of a person, whether through ownership of the business, by
contract, or otherwise. A person 1s presumed to control another
person i1if such person is:

® A general partner, officer, director, or employer of another
person;

® Directly or indirectly or acting in concert with others, or
through one or more subsidiaries, owns, holds with power to vote,
or holds proxies representing, more than twenty percent of the
voting interests of another person; or

® Has similar status or function in the business as a person
in this definition.

"Convicted of a crime," irrespective of the pronouncement or
suspension of sentence, means a person:

® Has been convicted of the crime in any jurisdiction;

® Has been convicted of a crime which, if committed within
this state would constitute a crime under the laws of this state;

® Has plead guilty or no contest or nolo contendere or
stipulated to facts that are sufficient to justify a finding of
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guilt to such a charge before a court or federal magistrate; or

® Has been found guilty of a crime by the decision or judgment
of a state or federal judge or magistrate, or by the verdict of a
jury.

"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.

"Designated broker" means a natural person designated as the
person responsible for activities of the licensed mortgage broker
in conducting the business of a mortgage broker under this chapter
and who meets the experience and examination requirements set forth
in RCW 19.146.210 (1) (e).

"Director" means the director of financial institutions.

"Discount points" or "points" mean a fee paid by a borrower to
a lender to reduce the interest rate of a residential mortgage

loan. Pursuant to Regulation X, discount points are to be
reflected on ((Firmre862—of)) the good faith estimate and settlement
statement as a ((J:JCJ_k,cuto.yc of—the luo.u)) dollar amount.

"Division of consumer services" means the division of consumer
services within the department of financial institutions, or such
other division within the department delegated by the director to
oversee implementation of the act and these rules.

"Employee" means an 1individual who has an employment
relationship with a mortgage broker, and the individual is treated
as an employee by the mortgage broker for purposes of compliance
with federal income tax laws.

"Examination" or "compliance examination" means the
examination performed by the division of consumer services, or such
other division within the department delegated by the director to
oversee implementation of the act and these rules to determine
whether the licensee is 1in compliance with applicable laws and
regulations.

"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 statutes and regulations used in these rules are:

® "Alternative Mortgage Transaction Parity Act" means the
Alternative Mortgage Transaction Parity Act (AMTPA), 12 U.S.C. Sec.
3801 et seq.

® "FEqual Credit Opportunity Act"™ means the Equal Credit
Opportunity Act (ECOA), 15 U.S.C. Sec. 1691 et seqg., Regulation B,
12 CFR Part 202.

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

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

® "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 CFR
Parts 313-314.
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® "Home Equity Loan Consumer Protection Act" means the Home
Equity Loan Consumer Protection Act, 15 U.S.C. Sec. 1637 and 1647.

® "Home Mortgage Disclosure Act" means the Home Mortgage
Disclosure Act (HMDA), 12 U.S.C. Sec. 2801-2810, Regulation C, 12
CFR Part 203.

® "Home Ownership and Equity Protection Act" means the Home
Ownership and Equity Protection Act (HOEPA), 15 U.S.C. Sec. 1639.

® "Homeowners Protection Act" means the Homeowners Protection
Act of 1998 (HPA), 12 U.S.C. Sec. 4901 et seq.

® "Real Estate Settlement Procedures Act" means the Real
Estate Settlement Procedures Act (RESPA), 12 U.S.C. Sec. 2601 et
seq., Regulation X, 24 CFR Part 3500 et seq.

"S.A.F.E." means the Secure and Fair Enforcement for Mortgage
Licensing Act of 2008, Title V of the Housing and Economic Recovery
Act of 2008 ((t“HERA“YWY—Pubiic—Ffaw No+)) J(HERA), P.L. 110-289,
effective July 30, 2008.

® "Telemarketing and Consumer Fraud and Abuse Prevention Act"
means the Telemarketing and Consumer Fraud and Abuse Prevention
Act, 15 U.S.C. Sec. 6101-6108, Telephone Sales Rule, 16 CFR Part
310.

® "Truth in Lending Act" means the Truth in Lending Act
(TILA), 15 U.S.C. Sec. 1601 et seq., Regulation 7, 12 CFR Part 226
et seq.

"Federally insured financial institution" means a savings
bank, savings and loan association, or credit union, whether state
or federally chartered, or a federally insured bank, authorized to
conduct business in this state.

"Financial misconduct," for the purposes of the act, means a
criminal conviction for any of the following:

® Any conduct prohibited by the act;

® Any conduct prohibited by statutes governing mortgage
brokers in other states, or the United States, if such conduct
would constitute a violation of the act;

® Any conduct prohibited by statutes governing other segments
of the financial services industry, including but not limited to
the Consumer Protection Act, statutes governing the conduct of
securities broker dealers, financial advisers, escrow officers,
title insurance companies, limited practice officers, trust
companies, and other 1licensed or chartered financial service
providers; or

® Any conduct commonly known as white collar crime, including,
but not limited to, embezzlement, identity theft, mail or wire
fraud, insider trading, money laundering, check fraud, or similar
crimes.

"Independent contractor" means any person that expressly or
impliedly contracts to perform mortgage brokering services for
another and that with respect to its manner or means of performing
the services is not subject to the other's right of control, and
that is not treated as an employee by the other for purposes of
compliance with federal income tax laws.

The following factors may be considered to determine if a
person 1is an independent contractor:
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Is the person instructed about when, where and how to work?

Is the person guaranteed a regular wage?

Is the person reimbursed for business expenses?

Does the person maintain a separate business?

Is the person exposed to potential profits and losses?

Is the person provided employee benefits such as insurance, a
pension plan, or vacation or sick pay?

"Licensee" means:

® A mortgage broker licensed by the director; or

® The principal (s) or designated broker of a mortgage broker;
or

® A loan originator licensed by the director; or

® Any person subject to licensing under RCW 19.146.200; or

® Any person acting as a mortgage broker or loan originator
subject to any provisions of the act.
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"Loan originator" means a natural person who for direct or
indirect compensation or gain, or in the expectation of direct or
indirect compensation or gain:

® Takes a residential mortgage loan application for a mortgage
broker; or

® Offers or negotiates terms of a mortgage loan ( (7—for—direct
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"Loan originator" also includes a person who holds themselves
out to the public as able to perform any of these activities.
"Loan originator"™ does not mean persons performing purely
administrative or clerical tasks for a mortgage broker. For the
purposes of this subsection, "administrative or clerical tasks"
means the receipt, collection, and distribution of information
common for the processing of a loan in the mortgage industry and
communication with a borrower to obtain information necessary for
the processing of a loan. A person who holds himself or herself
out to the public as able to obtain a loan is not performing
administrative or clerical tasks.

"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, 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. For purposes
of this chapter, the term "real estate brokerage activity" means
any activity that involves offering or providing real estate
brokerage services to the public, including:

(a) Acting as a real estate agent or real estate broker for a
buyer, seller, lessor, or lessee of real property;

(b) Bringing together parties interested in the sale,
purchase, lease, rental, or exchange of real property;
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(c) 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 any such transaction;

(d) Fngaging 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

(e) Offering to engage in any activity, or act in any
capacity, described in (a) through (d) of this subsection.

"Loan originator" 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 purposes of further defining "loan originator," "taking a
residential mortgage loan application™ includes soliciting,
accepting, or offering to accept an application for a residential
mortgage loan or assisting a borrower or offering to assist a
borrower in the preparation of a residential mortgage loan
application.

For purposes of this definition, a person "holds themselves
out" by advertising or otherwise informing the public that the
person engages in any of the activities of a mortgage broker or
loan originator, including the use of business cards, stationery,
brochures, rate lists or other promotional items.

"Loan originator licensee" means a natural person who 1is
licensed as a loan originator or is subject to licensing under RCW
19.146.200 or who is acting as a loan originator subject to any
provisions of the act.

"Loan processor" means ((armaturatr—person)) an individual who
performs clerical or support duties as an employee at the direction
of and subject to the supervision and instruction of a person
licensed, or exempt ((mortgage—broker)) from licensing, under
chapter 19.146 RCW. The Jjob responsibilities may include the
receipt, collection and distribution of information common for the
processing of a loan. The loan processor may also communicate with
a borrower to obtain the information necessary for the processing
of a loan, provided that such communication does not include
offering or negotiating loan rates or terms, or counseling
borrowers about loan rates or terms.

"Lock-in agreement" means an agreement with a borrower made by
a mortgage broker or loan originator, in which the mortgage broker
or loan originator agrees that, for a period of time, a specific
interest rate or other financing terms will be the rate or terms at
which it will make a loan available to that borrower.

"Mortgage broker" means any person who for compensation or
gain, or in the expectation of compensation or gain (a) assists a
person in obtaining or applying to obtain a residential mortgage
loan or (b) holds himself or herself out as being able to assist a
person in obtaining or applying to obtain a residential mortgage
loan. A mortgage broker either prepares a residential mortgage
loan for funding by another entity or table-funds the residential
mortgage loan. See the definition of "table funding." (These are
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the two activities allowed under the MBPA.)

For purposes of this definition, a person "assists a person in
obtaining or applying to obtain a residential mortgage loan" by,
among other things, counseling on loan terms (rates, fees, other
costs), preparing loan packages, or collecting enough information
on behalf of the consumer to anticipate a credit decision under
Regulation X, 24 CFR Part 3500, Section 3500 (2) (b).

For purposes of this definition, a person "holds himself or
herself out" by advertising or otherwise informing the public that
they engage in any of the activities of a mortgage broker or loan
originator, including the wuse of Dbusiness cards, stationery,
brochures, rate sheets, or other promotional items.

"Mortgage broker licensee" means a person that is licensed as
a mortgage broker or is subject to licensing under RCW 19.146.200
or is acting as a mortgage broker subject to any provisions of the
act.

"Mortgage Broker Practices Act" means chapter 19.146 RCW.

"Mortgage loan originator" means the same as "loan
originator."

"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 applicant or licensee" means a person subject to
licensing that maintains an office outside of this state.

"Person" means a natural person, corporation, company, limited
liability corporation, partnership, or association.

"Prepaid escrowed costs of ownership," as used in RCW
19.146.030(4), means any amounts prepaid by the borrower for the
payment of taxes, property insurance, interim interest, and similar
items in regard to the property used as security for the loan.

"Principal™ means any person who controls, directly or
indirectly through one or more intermediaries, or alone or in
concert with others, a ten percent or greater interest in a
partnership, company, association, or corporation, and the owner of
a sole proprietorship.

"Registered agent" means a person located in Washington
appointed to accept service of process for a licensee.

"Registered mortgage loan originator”™ means any individual who
meets the definition of mortgage loan originator and is an employee
of:

(a) A depository institution, a subsidiary that is owned and
controlled by a depository institution and regqulated by a federal
banking agency, or an institution requlated by the farm credit
administration; and

(b) 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 secured by a mortgage or deed of
trust on residential real estate upon which is constructed or
intended to be constructed a single family dwelling or multiple
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family dwelling of four or less units.

For purposes of this definition, a loan "primarily for
personal, family, or household use" includes loan applications for
a finance or refinance of a primary residence for any purpose, loan
applications on second homes, and loan applications on nonowner
occupied residential real estate provided the licensee has
knowledge that proceeds of the loan are intended to be used
primarily for personal, family or household use.

"Residential real estate" is real property upon which is
constructed or intended to be constructed, a single family dwelling
or multiple family dwelling of four or less units.

® Residential real estate includes, but is not limited to:
single family home;
duplex;
triplex;
fourplex;
single condominium in a condominium complex;
single unit within a cooperative;
manufactured home when the home and real property together
will secure the residential mortgage loan; or

- A fractile, fee simple interest in any of the above.

® Residential real estate does not include:

— An apartment building or dwelling of five or more units;

— A single piece of real estate with five or more single
family dwellings unless each dwelling is capable of being financed
independently of the other dwellings; or

— Any dwelling on leased or rented land or space, such as
dwellings in a manufactured home park unless the mortgage broker
treats such property as residential real estate.

"S.A.F.E. Act" means the Secure and Fair Enforcement for
Mortgage TLicensing Act of 2008, or Title V of the Housing and
Economic Recovery Act of 2008 (HERA), P.L. 110-289, effective July
30, 2008.

"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. The mortgage broker
originates the loan and closes the loan in its own name with funds
provided contemporaneously by a lender to whom the closed loan is
assigned.

"Third-party provider" means any person other than a mortgage
broker or lender who provides goods or services to the mortgage
broker in 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.

A lender is considered a third party only when the lender
provides lock-in arrangements to the mortgage broker in connection
with the preparation of a borrower's loan.

"Underwriting" means a lender's detailed credit analysis
preceding the offering or making of a loan. The analysis may be
based on information furnished by the borrower (employment history,
salary, financial statements), the borrower's credit history from

|
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a credit report, the lender's evaluation of the borrower's credit
needs and ability to pay, and an assessment of the collateral for
the loan. While mortgage brokers may have access to various
automated underwriting systems to facilitate an evaluation of the
borrower's qualifications, the mortgage broker who qualifies or
approves a borrower in this manner is not the underwriter of the
loan and cannot charge a fee for underwriting the loan. Third-
party charges the mortgage broker incurs in using or accessing an
automated system to qualify or approve a borrower may, like other
third-party expenses, be passed on to the borrower.

"Unigque identifier" means a numbper or other identifier
assigned by protocols established by the nationwide mortgage
licensing system and registry.

AMENDATORY SECTION (Amending WSR 08-05-126, filed 2/20/08,
effective 3/22/08)

WAC 208-660-007 Good standing. (1) What does good standing
mean? For the purposes of the act and these rules, good standing
means that the applicant, licensee, or other person subject to the
act demonstrates financial responsibility, character, and general
fitness sufficient to command the confidence of the community and
to warrant a belief that the business will be operated honestly,
fairly, and efficiently within the purposes of the act and these
rules. In determining good standing the director will consider the
following factors, and any other evidence relevant to good standing
as defined in this rule:

(a) Whether the applicant or licensee has paid all fees due to
the director or the NMLSR.

(b) Whether the mortgage broker licensee has filed their
mortgage broker annual report or quarterly call reports.

(c) Whether the mortgage broker 1licensee has filed and
maintained the required surety bond or had its surety bond canceled
or revoked for cause.

(d) Whether the mortgage broker licensee has maintained a
designated broker in compliance with the act and these rules.

(e) Whether the applicant, licensee, or other person subject
to the act has had any license, or any authorization or ability to
do business under any similar statute of this or any other state,
suspended, revoked, or restricted within the prior five years.

(f) Whether the applicant, licensee, or other person subject
to the act has been convicted of, or pled guilty or nolo contendere
to, in a domestic, foreign, or military court to:

(i) A gross misdemeanor involving dishonesty or financial

misconduct ((—or)) within the prior seven vears;
(ii) A felony((7+)) within the prior seven years; or

(1iii) A felony that involved an act of fraud, dishonesty,
breach of trust, or moneyv laundering at any time preceding the date
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of application.

(g) Whether the licensee or other person subject to the act,
is, or has been subject to a cease and desist order or an
injunction issued pursuant to the act, or the Consumer Protection
Act, or has been found through an administrative, civil, or
criminal proceeding to have violated the provisions of the act or
rules, or the Consumer Protection Act, chapter 19.86 RCW.

(h) Whether the director has filed a statement of charges, or
there is an outstanding order by the director to cease and desist
against the licensee or other person subject to the act.

(1) Whether there 1is documented evidence of serious or
significant complaints filed against the licensee, or other person
subject to the act, and the licensee or other person subject to the
act has been notified of the complaints and been given the
opportunity to respond.

(3J) Whether the licensee has allowed the licensed mortgage
broker business to deteriorate into a condition that would result
in denial of a new application for a license.

(k) Whether the licensee, or other person subject to the act
has failed to comply with an order, directive, subpoena, or
requirement of the director or director's designee, or with an
assurance of discontinuance entered into with the director or
director's designee.

(1) Whether the licensee or other person subject to the act
has interfered with an investigation or disciplinary proceeding by
willful misrepresentation of facts before the director or
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.

(2) Under what circumstances may the department conduct a good
standing review of an applicant, mortgage broker 1licensee,
designated broker, or exempt mortgage broker? The department may
conduct a good standing review when:

(a) Processing an application for a new mortgage broker branch
office license.

(b) Processing an application for appointment of a different
designated broker (both the licensed mortgage broker, including
those individuals to whom the license was granted, and the proposed
designated broker must meet good standing).

(c) Processing a request for recognition as an exempt mortgage
broker under RCW 19.146.020 ((t4)r)) .

(3) When will an applicant, licensee, or other person subject
to the act receive notice from the department of their failure to
meet a determination of good standing? If the department conducts
a good standing review, the department will notify the applicant,
licensee, or other person subject to the act that they have failed
to meet the department's good standing requirement within ten
business days of the department's receipt of any application or
request that requires a determination of good standing. See
subsection (2) of this section. For purposes of the notice
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required by this section, a statement of charges filed and served
on the licensee is sufficient notice of a lack of good standing.

(4) What recourse does an applicant, licensee, or other person
subject to the act have when the department has determined that
they are not in good standing? The applicant, licensee, or other
person subject to the act may request a Dbrief adjudicative
proceeding under the Administrative Procedure Act, chapter 34.05
RCW, to challenge the department's determination. See WAC 208-660-
009.
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AMENDATORY SECTION (Amending WSR 09-01-156, filed 12/23/08,
effective 1/23/09)

WAC 208-660-008 Exemptions ((fromlicensing)). (1) Who is
exempt from all provisions of the act? Any person doing business
under the laws of the state of Washington or the United States and
any federally insured depository institution doing business under
the laws of any other state relating to commercial banks, bank
holding companies, savings banks, trust companies, savings and loan
associations, credit unions, insurance companies, or real estate
investment trusts as defined in 26 U.S.C. Sec. 856 and the
affiliates, subsidiaries, and service corporations thereof.

(2) Who is exempt from 1licensing as a mortgage 1loan
originator?

(a) Any individual who offers or negotiates terms of a
residential mortgage loan with or on behalf of an immediate family
member of the individual; or
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(b) Any individual who offers or negotiates terms of a
residential mortgage loan secured by a dwelling that served as the
individual's residence.

(3) If I am 1licensed as an insurance agent under RCW
48.17.060, must I have a separate 1license to act as a 1loan
originator or mortgage broker? Yes. You will need a separate
license as a loan originator or mortgage broker if you are a
licensed insurance agent and you do any of the following:

(a) Take a residential mortgage loan application for a
mortgage broker;

(b) Offer or negotiate terms of a mortgage loan for direct or
indirect compensation or gain, or in the expectation of direct or
indirect compensation or gain;

(c) Assist a person in obtaining or applying to obtain a
residential mortgage loan, for compensation or gain; or

(d) Hold yourself out as being able to perform any of the
above services.

((t2r)) (4) Are insurance companies exempt from the Mortgage
Broker Practices Act? Yes. Insurance companies authorized to
transact the business of insurance in this state by the Washington
state office of the insurance commissioner are exempt from the
Mortgage Broker Practices Act.

( (3)r—FEf T make residential mortgage loans—under—the Consumer
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(5) As an attorney, must I have a mortgage broker or loan
originator license to assist a person in obtaining or applying to
obtain a residential mortgage loan in the course of my practice?

(a) If you are an attorney licensed in Washington and if the
mortgage broker activities are incidental to your professional
duties as an attorney, you are exempt from the Mortgage Broker
Practices Act under RCW 19.146.020 (1) (c).

(b) Whether an exemption is available to you depends on the
facts and circumstances of your particular situation. For example,
if you hold yourself out publicly as being able to perform the
services of a mortgage broker or loan originator, or if your fee
structure for those services is different from the customary fee
structure for your professional legal services, the department will
consider you to be principally engaged in the mortgage broker
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business and you will need a mortgage broker or loan originator
license before performing those services. A "customary" fee
structure for the professional legal service does not include the
receipt of compensation or gain associated with assisting a
borrower in obtaining a residential mortgage loan on the property.

(6) As a licensed real estate broker or salesperson, must I
have a mortgage broker or loan originator license when I assist the
purchaser in obtaining financing for a residential mortgage loan
involving a bona fide sale of real estate? You are exempt from the
act under RCW 19.146.020 (1) ((ft£r)) (e) if you only receive the
customary real estate commission in connection with @ the
transaction. A "customary" real estate commission does not include
receipt of compensation or gain associated with the financing of
the property. A "customary" real estate commission only includes
the agreed upon commission designated in the listing or purchase
and sale agreement for the bona fide sale of the subject property.
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<9r)) (7) Are ((the)) independent contractor loan originators
( (of—a—mortgage broker)) exempt from 1licensing ((under—REW

. . 7 7 7 ))? No.
( (After—January 17 —2607)) An independent contractor working as a
loan originator (( - mortraTe b roker—exenct—urnder—RER—5-
H—b)y7—tc)7—te)7——ard—<tg)y)) must hold a loan originator license.

((tF6r)) (8) What other persons or entities are exempt from
the Mortgage Broker Practices Act?

(a) Any person doing any act under order of any court except
for a person subject to an injunction to comply with any provision
of the act or any order of the director issued under the act.

(b) The United States of America, the state of Washington, any
other state, and any Washington city, county, or other political
subdivision, and any agency, division, or corporate instrumentality
of any of ((tfre)) these entities in this subsection (b).

(c) Registered mortgage loan originators, or any individual
required to be registered, employed by entities exempt from the
act.

(d) A manufactured or modular home retailer employee who
performs purely administrative or clerical tasks and who receives
only the customary salary or commission from the employer in
connection with the transaction.

((tX1r)) (9) When is a CLI provider exempt from the licensing
requirements of the act? A CLI provider 1is exempt from the
licensing requirements of the act:

(a) When the CLI provider meets the general statutory
requirements under RCW 19.146.020 (1) (a), (c), (d), ((tey—t5r+))
or ((ftr)) (£); or

(b) When a real estate broker or salesperson licensed in
Washington, acting as a CLI provider and a real estate agent,
obtains financing for a real estate transaction involving a bona
fide sale of real estate and does not receive either:
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(1) A separate fee for the CLI service; or

(ii) A sales commission greater than that which would be
otherwise customary in connection with the sales transaction; or

(c) When a person, acting as a CLI provider:

(i) Provides only information regarding rates, terms, and
lenders;

(ii) Complies with all requirements of subsection (12) of this
section;

(iii) Does not represent or imply to a borrower that they are
able to obtain a residential mortgage loan from a mortgage broker
or lender;

(iv) Does not accept a loan application, assist 1in the
completion of a loan application, or submit a loan application to
a mortgage broker or lender on behalf of a borrower;

(v) Does not accept any deposit for third-party provider
services or any loan fees from a borrower in connection with a
loan, regardless of when the fees are paid;

(vi) Does not negotiate interest rates or terms of a loan with
a mortgage broker or lender on behalf of a borrower; and

(vii) Does not provide to the borrower a good faith estimate
or other disclosure(s) required of mortgage brokers or lender(s) by
state or federal law.

(d) If the CLI provider is not exempt under (a), (b), or (c)
of this subsection, the CLI provider is not required to have a
mortgage broker license if the CLI provider does not receive any
fee or other compensation or gain, directly or indirectly, for
performing or facilitating the CLI service.

((t¥2y)) (10) When is a CLI provider required to have a
mortgage broker license?

(a) If a CLI provider, who is not otherwise exempt from the
licensing requirements of the act, performs any act that would
otherwise require that they be licensed, including accepting a loan
application, or submitting a loan application to a mortgage broker
or lender, the CLI provider must obtain a mortgage broker or a loan
originator license.

(b) Example - License required: A CLI provider uses an
internet-based CLI system in which an abbreviated application is
available for online completion by borrower. Once the borrower

presses "submit," the information collected in the abbreviated
application is forwarded to lender. The information contains the
borrower's name, Social Security number, contact information,
purpose of the loan sought (e.g., purchase, refinance, home equity,
second mortgage), size of loan requested, annual salary, and a
self-declaration of total unsecured debt. The electronic entries
made by the borrower are then used by lender to electronically
populate "form fields" and to initiate lender's loan application.
A loan originator for the lender then follows up with borrower to
complete the loan application. On or after closing, CLI provider
receives a CLI service fee.

(c) Example - License not required: A CLI provider uses an
internet-based CLI system in which various interactive
informational tools are present, including an online
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"prequalification" tool. Based upon borrower's self-declared data
input, borrower receives an indication of borrower's "maximum
affordable loan amount," based upon standard norms of debt-to-
income ratio and loan-to-value ratio, and also subject to
verification of information, availability and suitability of loan
products, and independent underwriting by any lender. The borrower
indicates a desire for follow-up from one or more lenders by

inputting personal contact information and pressing "submit." A
number of lenders receive only the personal identity information of
borrower and not any financial information. However, the CLI

system has been programmed (and may be continuously reprogrammed)
to route personal contact information to certain lenders based upon
borrower's "prequalification” data input and the lending criteria
of each of the lenders for whom CLI provider has a relationship.
None of borrower's self-declared financial information is actually
submitted to any of the lenders whose criteria match borrower's
profile. Loan originators from lender A and lender B initiate
contact with borrower Dbased solely on Dborrower's contact
information. Lender A and lender B, through their assigned loan
originators, contact borrower with the object of beginning and
hopefully completing a loan application. In this example, CLI
provider has not taken a loan application.

((t3r)) (11) Must the CLI provider provide any disclosures?

(a) Yes. If a borrower using or accessing the CLI services
pays for the CLI service, either directly or indirectly, the CLI
provider must give the following disclosure:

(i) The amount of the fee the CLI provider charges the
borrower for the service;

(ii) That the use of the CLI system is not required to obtain
a residential mortgage loan; and

(iii) That the full range of loans available may not be listed
on the CLI system, and different terms and conditions, including
lower rates, may be available from others not listed on the system.

(b) Each CLI provider must give the borrower a copy of the
disclosure form when the first CLI service 1is provided to the
borrower. The form must be signed and dated by the borrower and a
copy maintained as part of the CLI provider's books and records for
at least two years.

((tH4r)) (12) Are CLI system providers subject to enforcement
under the act? Yes. CLI system providers are responsible for any
violations of the act and will be subject to any applicable fines
or penalties.

AMENDATORY SECTION (Amending WSR 09-01-156, filed 12/23/08,
effective 1/23/09)

WAC 208-660-155 Mortgage brokers--General. (1) May I
originate residential mortgage loans in Washington without a
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license? No. Mortgage brokers and loan originators must have a
valid Washington license, or be exempt from licensing pursuant to
RCW 19.146.020, in order to originate residential mortgage loans.
There is no "one-time, one loan" exception.

(2) May I originate a Washington residential mortgage loan
using the 1license of an already licensed or exempt Washington
mortgage broker and then split the proceeds with that mortgage
broker? No. Mortgage broker licenses may only be used by the
person named on the license. Mortgage broker licenses may not be
transferred, sold, traded, assigned, loaned, shared, or given to
any other person. Two individually licensed mortgage brokers may
originate a loan. FEach licensee is itemized in the disclosures and
is paid their proportionate share of fees in relation to the work
provided at the locan closing. Federal laws may prohibit this
cobrokering.

(3) As a licensed mortgage broker, 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.

(4) Who at the licensed mortgage broker company is responsible
for the licensee's compliance with the act and these rules? The
designated broker, ©principals, and owners with supervisory
authority are responsible for the licensee's compliance with the
act and these rules.

(5) What is the nature of my relationship with the borrower?
You have a fiduciary relationship with the borrower. See RCW
19.146.095.

(6) ((Onder—what—circumstances may a mortgage broker—charge
the1 Fee i ssion 1 i e .

: i 1 : brol . btains ] c £3
borrower? —The mortgage broker)) May I charge upfront broker fees
when assisting the borrower in applying for a loan? No. You may
only charge the borrower a fee, commission, or other compensation
for the preparation, negotiation, and brokering of a residential
mortgage loan when the loan is closed on the terms and conditions
agreed upon by you and the borrower ((amd—the mortgage broker)).

(7) ((9nder—what circumstances may a mortgage broker—charge
theborrower—a fee;commission,—or othertype of compensationfor
services rendered)) May I charge fees when the loan does not close
((at—aXX)), or does not close on the terms and conditions agreed
upon by me and the borrower ((and—the mortgage broker))? ((&
mortgage—broker)) You may charge a fee, and may bring a suit for
collection of the fee, not to exceed three hundred dollars, for
services rendered, for the preparation of documents, or for the
transfer of documents in the borrower's file which were prepared
for, or paid for by, the borrower if:

(a) ((Fhe—mortgage broker—t&s)) You have obtained a written

commitment from a lender on the same terms and conditions agreed

upon by you and the borrower ( (and—themortgagePbroker)); and

(b) The borrower fails to close on a loan through no fault of
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( (the—mortgage—Pbroker)) yours; and
(c) The fee 1is not otherwise prohibited by the Truth in

Lending Act.

(8) As a mortgage broker, may I solicit or accept fees from a
borrower in advance to pay third-party providers? Yes. However,
prior to accepting the funds, you must provide the borrower in
writing a notice identifying the specific third-party provider
goods and services the funds are to be used for. Additionally, you
must not charge the borrower more for the third-party provider
goods and services than the actual costs of the goods and services
charged by the provider. Once you have the funds you must then:

(a) Deposit the funds in a trust account pursuant to the act
and these rules (see WAC 208-660-410 on Trust accounting);

(b) Refund any fees collected for goods or services not
provided.

(9) What is a "written commitment from a lender on the same
terms and conditions agreed upon by the borrower and mortgage
broker"? The written commitment is a written agreement or contract
between the mortgage Dbroker and lender containing mutually
acceptable loan provisions and terms. The lender must be one with
whom the mortgage broker maintains a written correspondent or loan
brokerage agreement as required by RCW 19.146.040(3). The mutually
acceptable loan provisions and terms must be the same terms and
conditions set forth in the most recent good faith estimate signed
by both the borrower and the mortgage broker.

(10) ( (What—actionmmusta mortgage broker—taketoactivate—a
il:o-an—or::g*::nttorﬂ.—rcerrse" To—activate o toamr originator—ticense;

the—Ticensedmortgagebroker)) How do I sponsor a loan originator?
You must file a sponsorship request through the NMLSR.

(11) What action must a mortgage broker take to terminate a
working relationship with a loan originator? The licensed mortgage
broker must process the termination through the NMLSR.

(12) When must I update my record in the NMLSR after I
terminate employment with a loan originator? You must process the
termination through the NMLSR within five business days of the
termination.

(13) Are there any loan originator compensation models I am
prohibited from using? Yes. You are prohibited from using a
compensation model for loan originators based on a loan's interest
rate or other terms.

AMENDATORY SECTION (Amending WSR 09-01-15¢, filed 12/23/08,
effective 1/23/09)

WAC 208-660-163 Mortgage brokers--Licensing. (1) How do I
apply for a mortgage broker license? Your application consists of
an on-line filing through the NMLSR and Washington specific
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requirements provided directly to DFI. You must pay an application
fee through the NMLSR ( (system)) .

(a) Appoint a designated broker. You must appoint a
designated broker who meets the requirements of WAC 208-660-250.

(b) Submit an application. You must complete an on-line
application ( (fr—=form tJJ_chJ_Lbcd by thre—director)) through the
NMLSR.

(c) Pay the application and license fees. You will have to
pay application fees to cover the costs of processing the
application. You must also pay a separate annual license fee. See
WAC 208-660-550, Department fees and costs.

(d) Prove your identity. You must provide information about
the identity of owners, principals, officers, and the designated
broker, including fingerprints.

(e) Provide a surety bond. Mortgage brokers must have a
surety bond ((c - STz TC siemmeie - oo
average rmumber—of—Toan UJ_J'_ng_uatUJ_o J_cbu_cocutj_ug)) base upon the
annual loan volume of the mortgage Dbroker. See WAC 208-660-175
(1) (e).

(2) What information will the department consider when
deciding whether to approve a mortgage broker license application?
The department considers the financial responsibility, character,
and general fitness of the applicant, principals, and the
designated broker.

(3) Why does the department consider financial responsibility,
character, and general fitness before issuing a mortgage broker
license? One of the purposes of the act is to ensure that mortgage
brokers and loan originators deal honestly and fairly with the
public. Applicants, principals, and designated brokers who have
demonstrated their financial responsibility, character, and general
fitness to operate their Dbusinesses honestly, fairly, and
efficiently are more likely to deal honestly and fairly with the
public.

(4) What specific information will the department consider to
determine if the mortgage broker business will be operated
honestly, fairly, and in compliance with applicable law?

(a) Whether the applicant, licensee, or other person subject
to the act has had any license, or any authorization to do business
under any similar statute of this or any other state, suspended,
((revoked;)) or restricted within the prior five years.

\Y4 ) \Y

. 1 e o= 4=
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severmr—~vyears)) has ever had a license revoked under this chapter or
any similar state statute, including a license for insurance,
securities, consumer lending, oOr escrow.

(c) Whether the applicant, licensee, or other person subject
to the act has been convicted of, or pled guilty or nolo contendere
to, in a domestic, foreign, or military court to:

(1) A gross misdemeanor involving dishonesty or financial
misconduct within the prior seven years;

(1ii) A felony within the prior seven vyears; oOr
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(iii) A felony that involved an act of fraud, dishonesty,
breach of trust, or money laundering at any time preceding the date
of application.

(d) Whether the licensee or other person subject to the act
is, or has been, subject to a cease and desist order or an
injunction issued pursuant to the act, or the Consumer Protection
Act, or has been found through an administrative, civil, or
criminal proceeding to have violated the provisions of the act or
rules, or the Consumer Protection Act, chapter 19.86 RCW.

((thr)) (e) Whether the director has filed a statement of
charges, or there is an outstanding order by the director to cease
and desist against the licensee or other person subject to the act.

((tey)) (f) Whether there is documented evidence of serious or
significant complaints filed against the licensee, or other person
subject to the act, and the licensee or other person subject to the
act has Dbeen notified of the complaints and been given the
opportunity to respond.

((€tfr)) J(g) Whether the licensee has allowed the licensed
mortgage broker business to deteriorate into a condition that would
result in denial of a new application for a license.

((tgr)) (h) Whether the licensee or other person subject to
the act has failed to comply with an order, directive, subpoena, or
requirement of the director or director's designee, or with an
assurance of discontinuance entered into with the director or
director's designee.

((thy)) (i) Whether the licensee or other person subject to
the act has interfered with an investigation, or disciplinary
proceeding by willful misrepresentation of facts before the
director or 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 1in, any
disciplinary proceeding or other legal action.

(5) What will happen if my mortgage broker license application

is incomplete? ( (The—<depar e W eTect—andretu e——e S
apptication package O Yot with & Tottee Tderntifying e
JI_J.lk,UllthlCtC, lllJ‘.DDJ‘.llL_j, UL Jl_uappuJ_o.tc JI_J.lfUJ_lllO.tJI_UJ.l. Yuu lllubt fUllUW
e—crepar e s—cHrectiors OO e e TroD < otr—ean A
resubmtt the ayylipatiuu J:Jo.k,}\o.gc. )) If your application is
incomplete vyour 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 yvou to contact
the department. You are responsible for reviewing your record and
responding to each issue.

(6) How do I withdraw my application for a mortgage broker

license? ( (Semrd—the—department——= written reguest;,—tr—a form
prescribed—by—the—department; —to withdraw—vyour mortgage —broker
Ticermrse—apptications)) You may request to withdraw the application

through the NMLSR.
(7) When will the department consider my mortgage broker
license application ((package)) abandoned? ((Ffvoudormot—respond

O W < O c aay
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1 4 N | 1 4 £ . L L = b 4 o .
UL TIRITU o STCUITU TTUUTS T LTUL TITTOUTIIIaCLTULT, yOour —4appIrTTCatITUll 15

LN 1 1o =1 =1 h V4 ul 1 Ja e e o
CUITS TUTLITU JdUdITUUITTU . 10T Iay L TAYPY1LY Iy S UDITLTTTIITY cd 1ITTW

ayylipatiuu Per stubsection (1) of—thts Dcptiuu.)) If yvou do not
respond as directed by the department's request for information and
within fifteen business days, your loan originator Ilicense
application is considered abandoned and yvou 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 are my rights if the director denies my application
for a mortgage broker license? 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, that
you wish to have a hearing. See also WAC 208-660-009.

Upon denial of your mortgage broker license application, and
provided the department finds no unlicensed activity, the
department will return your surety bond, and refund any remaining
portion of the license fee that exceeds the department's actual
cost to investigate the license ( (feeamd—eamyunusedportiomrof—the
appticeationr—fee)) .

(9) What Washington law protects my rights when my application
for a mortgage broker license is denied, or my mortgage broker
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. See also
WAC 208-660-009.

(10) May I advertise my business while I am waiting for my
mortgage broker license application to be processed? No. It is a
violation of the act for nonlicensed, nonexempt mortgage brokers or
loan originators to hold themselves out as mortgage brokers or loan
originators in Washington.

(11) May I originate Washington residential mortgage loans
while waiting for my mortgage broker license application to be
processed? No. You may not originate loans prior to receiving
your mortgage broker license.

(12) How do I change information on my mortgage broker
license? You must file a license amendment application through the
NMLSR. ( (Yourmuost—fite—the —amendmenrt—appiicatiorwithiothirty
dayo of—the phaugc uppuLLiug.)) See also WAC 208-660-400.

(13) When does a mortgage broker license expire? The mortgage
broker license expires annually. The expiration date is shown on
the license. If the license is an interim license, it may expire
in less than one year.

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

vl £ I PR . 1 1 ul d ul =] 4
( (L‘UJ_ PULPUSTS UL CIT1TS o T C LULITUILL, UITUus ucTriay LTITCTUUTS C

1o
11T

1= 4= = i . i ul ] . . . 2l )
dU JUoSLINTITU UL T ICTIIoT TAY I LI dULLIUITT UL LTIITCSWAd Ll " UdtltTs LU CULITCITUT W ITII

4] 3 ul 4 N £ 4 ] 3 ] 4 4 4 4 1 = 2
ClIT LITP LTTIEITITa T L UL UL oYy o LIS U o LylIiTUu | ) a0 L SoTC 11T L 1ITTITOoITITY

L = LI 1 LA 1 1 L . £ J = .
UITTTOITTTITY dlTTL PIUVIUT uatd LITPUSITTULITOS UL L TCTTITS Ty

TrformettTon: ) )

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 result of the applicant's background check.

. . 2 h V4 T J - - J d 4= d q = d
exp:.—ratron—date: res TIT Oraer—CTO Cregate ara marficarilr a tICeIrsIng

inul) - | . |
LT IITw L ILCTIIoTSs Wl1l 1L TAPLLIT dllllUadlly.

lJ._L/CllDC 11UldCLD.
+16))) How do I renew my mortgage broker license?
(a) Before the license expiration date you must:
(1) File the mortgage broker annual report or gquarterly call

reports, and any other required notices, with the director. See
WAC 208-660-400 ( (—Reportinmgregquirements) ) .

(ii) Complete a renewal request through the NMLSR.

(iii) Show evidence that your designated broker completed the
required annual continuing education.

Q== ' : STT Sorret—i
LlullleJ_ Uf lUcLJ.l UJ_JI_\jJI_J.lGI.tUJ_D, JI_J.lk,ludJl_J.lkj O.ll lUL/O.tJI_ULID. ) )

(iv) Pay the annual license assessment fee.

(b) The renewed license is wvalid for the term listed on the
license or until surrendered, suspended, or revoked.

((tF#r)) (16) If I let my mortgage broker license expire must
I apply to get a new license? If you complete all the requirements
for renewal ((WJ'.tlul.u fUJ_t_Y e dayo of—the CAJ:)JI.LO.tJl.Ull datc)) on or
before February 28th each year, you may renew an expired license.
However, 1f you renew your license ( (durinmg—this—forty—five <=y
period)) after the expiration, in addition to paying the annual
assessment on your license, you must pay an additional fifty
percent of your annual assessment. See subsection ((£F6)y)) (15) of
this section for the license renewal reguirements.

During this ((forty—five—<day)) two-month period, your license
is expired and you must not conduct any business under the act that
requires a license until your license has been renewed.

dCLJCLJ_tlI.lCllt "LlcltC LCbCJ‘.VCL}." Dtctll.lj_d WJ‘-tllJ‘-ll thc fUJ_t_Y fJ.VC d.o._yo.)) If
you fail to comply with the renewal request requirements ((within
forty—five—days)) by March 1st of each year, you must apply for a

new license.

((tF8r)) (17) May I still conduct my mortgage broker business
if my mortgage broker license has expired? No. If your mortgage
broker license expires, you must not conduct any business under the
act that requires a license until you renew your license.

((tF9r)) (18) What should I do if I wish to close my mortgage
broker business? You may surrender the mortgage broker license by
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your Jl_lltclltlLUll tU DtUJ_J dUJl_llkj lllUJ_tkjd.ij lUCLll buoiucoo Jl_ll
Weashingtorn)) submitting a surrender request through the NMLSR and
submitting a completed departmental closure form. Surrendering
your license does not change your civil or criminal liability, or
your liability for any administrative actions arising from any acts
or omissions occurring before you surrender your license. Contact
the Washington department of revenue to find out how to handle any
unclaimed funds in your trust account.

((t26r)) (19) May I transfer, sell, trade, assign, 1loan,
share, or give my mortgage broker license to another person or
company? No. A mortgage broker license authorizes only the person
named on the license to conduct the business at the location listed
on the license. See also WAC 208-660-155(2).

((t21r)) (20) Must I display my mortgage broker license? Yes.
Your mortgage broker license must be prominently displayed at the
licensed location.

AMENDATORY SECTION (Amending WSR 06-23-137, filed 11/21/06,
effective 1/1/07)

WAC 208-660-175 Mortgage brokers--Surety bond. (1) What are
the surety bond requirements for licensed mortgage brokers-?

(a) Mortgage brokers must at all times have a valid surety
bond on file with the director. The surety bond must be provided
on a form prescribed by the department.

(b) The surety bond amount must be ((betweenr—twernrty—thousand

P s | 1 2 4+ ] 1 11 7 1 1 .
JulIldlo diliu ol XUy CTIIUUSdllU oLl 1dl o UCSPTITULIIg ULl

T o.uuuo.l ClVCJ_dij
~) ) based
upon the annual loan origination volume of the licensee in the
state of Washington.

(c) When the mortgage broker initially applies for a license,
the dollar amount of the surety bond must be ((sufficienrt—to—cover

A= 1o ] £ - ] ul 3 3 . 3 . =] . ul 4

CITe Iumoer —OL L ICTIISTO I1Oodll OrrgriactorsS you IfIceiiad CO CSmproy IiT

your first year ofPusirmess)) a minimum of thirty thousand dollars.
(d) The Surety bond must list the ((full Tame e gy tracde—or

duiug busimess—as rmames—used by the) ) mortgage broker's full name,
unified business identifier (UBT), and NMLSR unigque identifier.

nn k) . i) 1 . - 4= 4= - 1 . 1 . | 1=l
((J.J.J.C oULTULY DUITU TS L 1L Lot LTS LTI CTIToTT o llad il MPVII'ysltdl dUuurTosos

3 ul 1= 4 4 i) 4 4 ] 1= = - i)
LITC T UULIITg oL LTT U ITUIIIOT L, oLLTTU 1IdlllTc dlliu UL1TTC U LTUILL, S UL LT 1TIUIIOTL

k/Jl_t_y, k/UL,lJ.lt_y, ctlld otatc.) )
(e) The surety bond must be signed by a principal of the
mortgage broker as well as an authorized representative of the

insurance company listed as surety. The power-of-attorney must
identify the signing representative as authorized by the insurance
company. The insurance company must include their surety bond

number and seal on the surety bond form.
The following chart shows the surety bond amount required for
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the annual ((GLVCJ_au_Jc Tumber—oftoan UJ_J'_gJ'_uo.tUJ_o)) loan origination
volume of the licensee in the state of Washington:

(A Nrmd £ Mini R ired
Bond-Amount

! Orivi
upto3-6 $26,6660
more-than3-0;upto6:0 $36;660
more-than6:0;up-to-9-6 $46,000
more-thanr9-6upto+56 $56,600
more-than+5-6 $66;660
oy M I id y . £ k1 k1 v 32
}.\\-ITU. Bckjj_llll_i_llkj Jauua_l_y 1, QOO’_/,, thc dJ‘.J_CL,tUJ_ WJ_ll llUt dbbcb)t dll
Frterrmetive to o surety bord:))
Loan Volume in Millions Bond Amount
$30+ $60,000
$10 to $30 $45,000
$0 to $10 $30,000

((t3r)) (2) Who provides mortgage broker surety bonds? To
purchase a surety bond, contact your insurance broker. A list of
insurance companies that underwrite Washington surety bonds in
Washington is available from the Washington state office of the
insurance commissioner's web site.

((t4r)) (3) What do I do with the surety bond once I receive
it from my insurance company? You must sign the original surety
bond ( (—Fferr) ) and include the surety bond and the attached power-
of-attorney with your license application package.

((t5r)) (4) What happens to my mortgage broker license if my
surety bond is canceled? Failure to maintain a surety bond is a
violation of the act and may result in an enforcement action
against you.

((t6r)) (5) May I change surety bond companies? Yes. You may
change your insurance provider at any time. Your current insurance
company will issue a cancellation notice for your existing surety
bond. The cancellation notice may be effective no less than thirty
days following the director's receipt of the cancellation notice.

Prior to the cancellation date of the existing surety bond,
you must have on file with the department a replacement surety
bond. The replacement surety bond must be in effect on or before
the cancellation date of the prior surety bond.

((t#r)) (6) Why must I carry a surety bond to have a mortgage
broker license? The surety bond protects the state and any persons
who suffer loss by reason of violations of any provision of the act
or these rules by ((theZticernsee;,—3tts)) you or your employees ( (7))
or independent contractors.

((t8r)) (7) Who may make a claim against a licensed mortgage
broker's surety bond? The director, or any person, including a
third-party provider, who has been injured by a violation of the
act, may make a claim against a bond.

((€t9r)) (8) How may I make a claim against a licensed mortgage
broker's surety bond? The department can provide you with the name
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of a licensed mortgage broker's surety bond provider. Contact the
surety bond company and follow its required procedures to make your
claim.

( ((To—How may I make—=a claim——against—a —certificate—of
it . it .
|1I 3 : ' - ted—to—t Fited—i | b of e 39

b I | 1 . . A LN el . g ] L . Ja
1T youl ClallllhadayallloUa LTl LIl L ITTtadtltT UL UcpuUsS1LLy, dll LT T TTVUCAUIT

| . . e i | ul 4 4 1 1 ul ' . .
Ucpdadl tlliicTcIITC WL LT 1T ULy dUCCTPYU oULTULY DUIIUS, dlly "Cldadllllo dl 1L o111y UVTL

VJ‘.UlCLtJ‘.UllD UL/L/U.J.J.Jl.lll:j GI.ftCJ_ JGLJ.J.U.GLJ._Y 1, 2007, WJ.ll bC CthtJl.llDt ad buud.

I1>)) (9) How long does the bond claim procedure take? The
time to complete a bond claim may vary among bonding companies. If
the claimant is not a borrower, final judgment will not be entered
prior to one hundred eighty days after the claim is filed.

((+¥2)) (10) When must I file a bond claim? A bond claim
must be filed within one year of the date of the act that causes
the claim.

NEW SECTION

WAC 208-660-176 Mortgage brokers--Recovery fund in lieu of
surety bond. (1) What if the surety bond required in WAC 208-660-
175 is not reasonably available in the insurance market? If the
director determines that the Dbond required is not reasonably
available due to the insurance market or other product availability
issue, the director must waive the requirements for the bond.

(2) If a recovery fund is created, how will it be funded? All
licensees will pay a fee at application and renewal, in addition to
all license application fees, through the NMLSR, to fund the
recovery fund.

(3) How much will the recovery fund fees be?

(a) Two hundred fifty dollars for the main office location;
(b) One hundred fifty dollars for each branch office; and
(c) One hundred dollars for each mortgage loan originator.
(4) Will the fund have a cap or maximum? After the fund has
been in existence for three years, and periodically thereafter, the
director may determine the maximum fund amount needed based upon
claims made.

(5) What happens to any interest that accrues on the mortgage
recovery fund balance? All interest that accrues in the fund will
be added to the balance of the fund.

(6) Can the department use any of the recovery fund money?
Yes. On an annual basis the department may apply up to fifty
thousand dollars to fund the department's expenses in administering
the mortgage recovery fund.

(7) What is the procedure for recovery from the fund?

(a) A claimant must obtain a money judgment from a superior
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court that includes findings of violations of this act against a
mortgage broker or mortgage loan originator.

(b) The final money judgment must be obtained after January 1,
2010, after execution has been returned unsatisfied and the
judgment has been recorded.

(c) The person in (a) of this subsection must file a verified
claim with the court in which the Jjudgment was entered, and on
twenty days' written notice to the director and to the judgment
debtor, may apply to the court for an order directing payment from
the mortgage recovery fund of any unpaid amount on such judgment.

(d) After giving notice and the opportunity for a hearing to
the person seeking recovery, to the judgment debtor and to the
department, the court may enter an order requiring the director to
pay from the mortgage recovery fund the amount the court finds
payable on the claim, pursuant to and in accordance with the
limitations contained in this section, if the court is satisfied as
to the proof of all matters required to be shown under subsection
(a) of this section, and that the person seeking recovery from the
mortgage recovery fund has satisfied all requirements of this
section.

(e) If the court finds that the aggregate amount of claims
against a mortgage broker or mortgage loan originator exceeds the
limits set forth 1in WAC 208-660-175, the court must reduce
proportionately the amount the court finds payable on the claim.

(f) When the director receives notice that a hearing is
scheduled under this section, the director may enter an appearance,
file a response, appear at the hearing or take any other
appropriate action as he or she deems necessary to protect the
mortgage recovery fund from spurious or unjust claims and to ensure
compliance with the requirements for recovery under this section.

(g) The department must provide the court with information
concerning the mortgage recovery fund necessary to enable the court
to carry out its duties under this section.

(8) What must a person show at the hearing on the recovery
fund claim? The person seeking recovery from the mortgage recovery
fund must show:

(a) That the judgment has not been discharged in bankruptcy
and is based on facts allowing recovery under the act;

(b) That the person is not a spouse of the judgment debtor, or
the personal representative of the spouse;

(c) That the person is not a mortgage broker or mortgage loan
originator as defined by this chapter who is seeking to recover any
compensation regarding the mortgage loan transaction which is the
subject of the money Jjudgment upon which a claim against the
mortgage recovery fund is based; and

(d) That, based on the best available information, the
judgment debtor lacks sufficient nonexempt assets in this or any
state to satisfy the judgment.

(9) What may recovery funds obtained be used for?

(a) Any recovery on the money Jjudgment received by the
judgment creditor before payment from the mortgage recovery fund
must be applied by the judgment creditor to reduce the judgment
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creditor's actual damages which were awarded in the Jjudgment.

(b) A recovery from the fund will not include punitive damages
awarded by a court.

(10) What is the statute of limitations for a claim from the
recovery fund? A verified claim against the recovery fund must be
filed within one year of the date of termination of all court
proceedings concerning the judgment, including appeals.

(11) What types of claims will the fund award money on?

(a) The fund will be used to reimburse persons awarded actual
damages resulting from acts constituting violations of the act by
a mortgage broker or mortgage loan originator who was licensed, or
required to be licensed, under this chapter at the time that the
act was committed.

(b) Payments from the mortgage recovery fund may not be made
to:

(1) Any licensee whose acts were found by a court to be
violations of this chapter and a basis of the court's award of a
money Jjudgment to a person injured by such violations;

(ii) Any person who acquires a mortgage loan where acts
associated with the origination of such loan are found by a court
to be violations of this chapter and a basis for a judgment
obtained by a person injured by such violations; or

(iii) The spouse, the personal representative of the spouse of
the judgment debtor or the personal representative of the judgment
debtor.

(12) Will the department revoke my license if a claim is made
against the recovery fund based on my actions?

(a) The director may revoke a license 1issued under this
chapter if the director 1is required by court order under this
section to make a payment from the mortgage recovery fund based on
a money Jjudgment that includes findings of wviolations of this
chapter by such licensee.

(b) A person whose license has been revoked under this
subsection is not eligible to be considered for the issuance of a
new license under this chapter until the person has repaid in full,
plus interest at the current legal rate, the amount paid from the
mortgage recovery fund resulting from that person's violation of
this chapter.

(c) This section does not limit the authority of the director
to take disciplinary action against a licensee under this chapter
for a violation of this chapter or of rules promulgated or orders
issued pursuant to this chapter. The repayment in full to the
mortgage recovery fund of all obligations of a licensee under this
chapter does not nullify or modify the effect of any other
disciplinary proceeding brought under this chapter.
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AMENDATORY SECTION (Amending WSR 08-05-12¢0, filed 2/20/08,
effective 3/22/08)

WAC 208-660-180 Mortgage brokers--Main office. (1) Must a
licensed mortgage broker have a designated broker? Yes. Licensed
mortgage broker companies must have an approved designated broker
at all times.

(2) How many designated brokers may a mortgage broker have?

( (= gagepDTroRe t ave g oua Sjommwis: grractect OTroRe a
art—times~)) The mortgage broker may appoint only one individual
to be the designated broker at any given time. The designated

broker need not be a principal of the licensee.

It is a prudent business practice to have more than one
qualified individual working for the licensee who could be
appointed as the designated broker.

(3) If my designated broker leaves, may I continue to operate
my mortgage broker business? Yes. You may continue to operate
your mortgage Dbroker Dbusiness. However, vyou must notify the
department within five business days of the loss of or change of
your designated broker. You must then replace the designated
broker within thirty days of the loss or change of the designated
broker. If you need more than thirty days to replace the
designated broker, you must seek approval from the department.
Failure to replace your designated broker, or receive approval from
the director for an extension, may result in an enforcement action
against you.

(4) What must I do to replace my designated broker? You must
apply((, T form bu_copj_ibcd by the dcyou_tmcut,)) through the
NMLSR for approval of the new designated Dbroker. The new
designated broker must meet the requirements of WAC 208-660-250(1) .
You and the new designated broker ((amd—the—Ticernses Jl.llk_,ludill\j
those—itndividuats—to whomthe Ticersewas grarted;)) must meet the
good standing requirements of WAC 208-660-007.

(5) What must I do if I sell all or part of my mortgage broker
company? See WAC 208-660-400(13).

(6) After my mortgage broker license is approved, may I change
my business structure? Yes. You must follow the notification
requirements of WAC 208-660-400(12).

(7) May a licensed mortgage broker share an office with a
licensed real estate broker? Yes. A licensed mortgage broker may
share an office with a licensed real estate broker. The mortgage
broker location must be licensed as a main or branch mortgage
broker office.

(8) If a licensed mortgage broker shares an office with a
licensed real estate broker, what must the mortgage broker do to
notify the public that the office is shared? The licensed mortgage
broker must clearly identify the mortgage broker business as
separate from the real estate business to the public on any
signage, advertising, or other material identifying the businesses.

(9) May I add a trade name (or "DBA") to my mortgage broker
license? Yes. You may add a trade or "DBA" name to the mortgage
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broker license if you first apply to the department, in a form
prescribed by the department, and receive department approval.
When the department has approved the trade name, you must conduct
business under that trade name in at least one of the two following
ways:

(a) Use your license name together with the trade name; or

(b) Use vyour mortgage broker ((Xfcerse—rumber)) unigque
identifier together with the trade name.

(10) May the department deny an application for a proposed DBA
name because it is similar to an existing licensee name? Yes. The
director may deny an application for a proposed DBA name if the
proposed DBA name is similar to a currently existing licensee name.

(11) May I conduct my mortgage broker business from more than
one location? Yes. You may establish one or more branch offices
under your license. See WAC 208-660-195 for information on
licensing branch offices.

AMENDATORY SECTION (Amending WSR 09-01-15¢, filed 12/23/08,
effective 1/23/09)

WAC 208-660-195 Mortgage brokers--Branch offices. (1) May I
open branch offices under my mortgage broker license? Yes. A
licensed mortgage broker may submit license application(s) to the
department through the NMLSR to establish branch office(s) under
the existing mortgage broker license. Each branch office must be
licensed and must pay an annual license fee. See WAC 208-660-550,
Department fees and costs.

(2) If my branch offices are under separate ownership, does
that limit my 1liability for their activities? No. Licensed
mortgage brokers are responsible for the activity and violations at
their branch offices regardless of the structure or label given the
branch offices. Licensure of a branch office creates a direct line
of responsibility from the main office to the branch.

(3) If my branch offices are under separate ownership, what
level of supervision must I maintain? Because branch offices,
regardless of their business structure, are not independent from
your license and surety bond, you are responsible for the conduct
of anyone conducting business under your license. You must have a
written supervisory plan. The details of the plan, and how you
implement the plan for your branch offices, must take into account
the number of branch offices, their location, and the number of
individuals working at the branch offices. You must maintain your
written supervisory plan as part of your business books and
records.

(4) How do I apply for a mortgage broker branch office
license? As the licensed mortgage broker, you must apply for a
branch office license through the NMLSR and receive ((a—Pranch
office—ticense)) approval from the department before operating from
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any location other than your llcensed location. You must be in
good standing ( ( = y . -
bond) ) . You will have to pay application and annual assessment
fees for the branch office(s). See WAC 208-660-550, Department
fees and costs.

(5) What does the department consider when reviewing an
application for a branch office license? The department considers:

(a) Whether the mortgage broker is in good standing. See WAC
208-660-007.

(b)
Lo DuffJ‘.bJ‘.Cllt tU COUVCTL t].lC lUGLll ULJ‘.yJ‘.llGLtUJ_D that WJ.ll bC WUL}\J‘.ll\j
from—thebranrchoffice~

fc))) Whether the physical address listed in the application
can be verified as a branch office location.

(6) Must I display my branch office license? Yes. Your
mortgage broker branch office license must be prominently displayed
in the branch office.

(7) If I am an internet company, how do I display my license?
You must display your license information, as it appears on your
license, including any or all business names, and the license
( (rumber)) unique identifier, on your web site. The information
must also include a list of the states in which you are licensed.

(8) How do I change information on my mortgage broker branch
office license? You must file a license amendment through the
NMLSR ( (withim—thirty <days—of)) at least ten days prior to the
change occurring.

(9) Does my branch office license expire? The license expires
annually. The expiration date is shown on the license. If the
license is an interim license, it may expire in less than one year.

(10) How do I renew my mortgage broker branch office license?

(a) Before the expiration date, the licensed mortgage broker
must ( (=

adavclLdyc Llulllbcj_ Uf luau ULJ‘.\jJ‘.llatULD.

<+i))) submit ((&)) an on-line renewal and pay the branch
office annual assessment fee through the NMLSR.

(b) The renewed mortgage broker branch office license is valid
for the term listed on the license or until surrendered, suspended,
or revoked.

(11) If my mortgage broker branch office license expires, must
I apply for a new license? If you complete all the requirements

for renewal ((withimforty—fivedays—of—the—expiraetior—date)) by

February 28th, each year, you may renew an existing license.
However, 1f you renew your license during this ((forty—five—day))
two-month period, in addition to paying the annual assessment on
your Dbranch office license, you must pay an additional fifty
percent of your annual assessment for that branch. See subsection
(10) of this section for the license renewal requirements.

During this ((forty—five—<day)) two-month period, your license
is expired and you must not conduct any business under the act that
requlres a license untll your llcense has been renewed.
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forty—five—days~)) If you fail to comply with the renewal request

requirements ((withim—forty—five—days)) by February 28th, each
year, you must apply for a new license.

(12) If my mortgage broker branch office license has expired,
may I still conduct my mortgage broker business from that location?
No. Once the mortgage broker branch office license has expired,
you must not conduct any business under the act that requires a
license until you renew your license.

(13) If my mortgage broker main office license expires, may I
still conduct my mortgage broker business from a branch office?
No. Once the mortgage broker main office license expires, you must
not conduct any business under the act that requires a license from
any location until you renew the main office license.

(14) May I add a trade name (or "DBA") to my mortgage broker
branch office license? Yes. You may add a trade name, or "DBA"
name, to the mortgage broker branch office license if you first
apply to the department, in a form prescribed by the director, and
receive department approval. The branch office trade name must at
all times be identified as connected with the mortgage Dbroker's
license name as it appears on the mortgage broker license. When
the department has approved the trade name, you must conduct
business under that trade name in at least one of the two following
ways:

(a) Use your license name together with the branch office
trade name; or

(b) Use the branch office trade name and mortgage broker
branch office license ((rmmumber)) unique identifier together.

(c) See WAC 208-660-180(10).

(15) How must I identify my mortgage broker branch office(s)?
The branch office must be prominently identified as a branch or
division of the licensed mortgage broker so as not to appear to be
an independent enterprise.

(16) Does my branch office have to be a physical location?
Yes. The physical location may be at a commercial or residential
address but does not have to be in Washington. See WAC 208-660-
420, Out-of-state mortgage brokers and loan originators.

(17) Must I have a branch manager? No. Although you may
appoint one, the act does not require a branch manager. ( (The
Ticensee)) You and the designated broker are responsible for the
business conducted at all locations.

(18) If I appoint a branch manager, must he or she be
licensed? TIf the branch manager performs any of the functions of
a mortgage broker or loan originator, he or she must be licensed.
If they do not perform those functions, they must not be paid a
commission or salary based upon the number of transactions closed.

(19) Must I have a designated broker at each branch? No.
( (Fhre—Ztfcermrsedmortgage Pbroker)) You may have only one designated
broker who is responsible for the mortgage broker business at all
locations.

(20) If I want to move my licensed company under the
sponsorship of another mortgage broker, what must be completed
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before the licensed loan originators can start transacting business
under the sponsorship of the other mortgage broker? The loan
originators may begin doing business when the other mortgage broker
has filed for approval of a new branch office with the NMLSR, has
sponsored each of the licensed loan originators through the NMLSR
and vou have filed the trust account paperwork with the department,
vou may transact business under the new mortgage broker for up to
thirty days without a new license.

AMENDATORY SECTION (Amending WSR 09-01-15¢, filed 12/23/08,
effective 1/23/09)

WAC 208-660-250 Designated brokers--General. (1) How do I
become a designated broker?

(a) Be eighteen years or older.

(b) Have a high school diploma, an equivalent to a high school
diploma, or two years experience in the industry in addition to the
experience required in (e) of this subsection. The experience must
meet the criteria in (e) of this subsection.

(c) You must pass the Washington designated broker test. See
WAC 208-660-260, Designated Dbrokers--Testing. If vyou will
originate loans, you must also take and pass the loan originator
national and Washington specific tests and apply for and receive a
loan originator license.

(d) You must be appointed to the designated broker position by
the licensed mortgage broker through an application and approval
process with the department and the NMLSR.

(e) You must have a minimum of two years experience lending or
originating residential mortgage loans.

(i) 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 quality control
professional; or

(G) As a regulator, examiner, investigator, compliance expert,
or auditor, whose primary function 1s the review of mortgage
companies and their compliance processes, and the department
determines your background is sufficient.
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(ii) 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 broker
appointee or corporate officer for a licensed or exempt residential
mortgage company; oOr

(f) In addition to supplying the application information, both
you and the licensed mortgage broker must be in good standing with
the department ((+)); or

(g) ((Financial—background-

+i+))) Demonstrate financial responsibility, character and
general fitness.

(2) How do I demonstrate financial responsibility? The
department will review vour credit history to determine if yvou have
outstanding judgments (except judgments involving medical
expenses); current outstanding tax liens or other government liens

and filings; foreclosures within the last three years; or a pattern
of seriously delingquent accounts within the past three years.

Specifically, vyou are not eligible to become a designated
broker if you have one hundred thousand dollars or more of tax
liens against you at the time of appointment by a licensed mortgage
broker.
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<2)y)) (3) May I work as the designated broker for more than
one company? Yes. You may be the designated broker for more than
one licensee.

((t3r)) (4) As the designated broker, must ((thedesignated
broker)) I hold a loan originator's license? Yes. ( (A desigrnated
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4y)) If vou perform any of the functions of a 1loan
originator, vyou must apply for and receive a loan originator
license.

(5) May I work as the designated broker for one licensee and
a licensed loan originator for another licensee? Yes. If you want
to originate loans for a mortgage broker different from the
mortgage broker for whom you are the designated broker, you must
((ayyly to—the dcyaLtmcut for aTr—addttionat Toan ULigiuatUL
Ticense)) amend your license information through the NMLSR to
reflect the new relationship and the second company must sponsor

vou. Federal law may prohibit a mortgagee from hiring employvees
who work for more than one mortgage broker or who have multiple
employers.

((€5r)) (6) May a designated broker hire employees or
independent contractors apart from the employees or independent
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contractors working for the mortgage broker licensee? No. Only
the mortgage broker licensee can have employees or independent
contractors. This prohibition against a designated broker having
employees or independent contractors includes <clerical or
administrative personnel whose work is related to the mortgage
broker licensee's activities, and loan processors.

((€67)) (7) As a designated Dbroker, what reporting
requirements must I comply with? See WAC 208-660-400, Reporting
requirements.

AMENDATORY SECTION (Amending WSR 09-01-15¢6, filed 12/23/08,
effective 1/23/09)

WAC 208-660-260 Designated brokers--Testing. (1) Must I pass
a test prior to becoming a designated broker? Yes. You must take

and rass ((a—test T Tor—to bc&,uuu'_ug a dcoiguatcd broker)) Lhe
Washington designated broker test. See subsection (3) of this
section if vyvou are going to originate loans. See WAC 208-660-

250(1) if you have never been a designated broker.
(2) If I am currently a designated broker, will I have to take
the test again? You will only have to ((take—thedesignatedbroker

test—again)) retake tests if you stop working ((as——eadesigrated
broker)) in the industry for five years or longer.

(3) I£f I am currently a designated broker that originates
loans((<)), will I have to take the loan originator test and obtain

2 2 5 N ml | . . i | HEDN|
a loan orlglnator license? ( (No—= Imeoepartment Wittt proviIae you
=1, |l 2 2 = 1 = e . 17 1
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Tteemrse—witt—exptres)) Yes. You must take and pass the national

and state NMLSR tests and obtain the necessary prelicensing
education prior to acting as a loan originator.

(4) Where can I get information about the designated broker
test? (( . i T = .
rformeationr—ot approved tcotj_ug J:JJ_UVJl_dCJ_D omr—the—departmernrt—web
stte+)) Go to the NMLSR web site for information about approved
providers and course.

(5) What topics may be covered in the designated broker test?
See WAC 208-660-600(3) .

(6) How soon after failing the designated broker test may I
take it again? After failing the test three consecutive times you
must wait at least fourteen days before taking the test again.
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AMENDATORY SECTION (Amending WSR 06-23-137, filed 11/21/06,
effective 1/1/07)

WAC 208-660-270 Designated brokers--Continuing education.
(1) Where can I get information about continuing education? The
( (depertmert)) NMLSR will publish a list of approved courses and
( (GLJ:JJ:JJ_UVCK.JL J:JJ.UfCDDJ‘.UllGLl UJ_l:jGLllJl.LGLtJl.UllD UffCLJ‘.lly CUULSTOS Uf
educatiorn) ) providers. The ((course)) providers ((amdprofessionat
organtzations)) will have detailed information about the continuing
education courses they offer. The department will accept the
continuing education courses approved by the NMLSR for designated
broker continuing education.

(2) As a designated broker, how many ((ctock)) hours of
continuing education must I have? The continuing education
requirement for designated brokers ((witt—Pe—imr—the—form—of

v

approved—courses)) 1s nine hours. ( (WHrite—the—incividuat——ctock
hUuJ_D IIay vadlyy you lllubt buulylctc thLCC CUOULOSTS, Uf 1TO lCDD thctll
threehours—each,ammuoatty~)) You may receive one credit ((for—ore
course)) by attending ((three)) one or more mortgage broker

commission meeting(s) .

(3) As a designated broker, 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.

(4) If I teach ((an—approved)) a continuing education course
approved by the NMLSR, may I use my course as credit toward my
annual continuing education requirement? Yes. As an instructor of

((em)) a NMLSR approved continuing education course, you may
receive credit for vyour annually required designated Dbroker
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.

(5) ((How—do I receive credit—toward my continuing education
. _— T 1 3 e . 3 b ]
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<6)7)) Is ethics a required continuing education ((course))
topic for designated brokers? Yes. You must take ((am)) two hours
Qi ethics ((puutiuuiug echucatttomrcoturse—in your fiLot)) each year
((of—actirg)) you act as a designated broker. ( (However;—ITf—vou
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+7Fr—As—a designated broker,—if I take acontinuing education
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<8)) ) The topics for ethics include fraud, consumer
protection, and fair lending issues. You must not take the same
course in the same or successive years.

(6) If I accumulate more than the required designated broker
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.

((t9r)) (7) How do I provide the department with proof of the
continuing education courses I have completed?

(a) For S.A.F.E. 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.

((£X6))) (8) If I fail to complete the required continuing
education, what happens to my license? When your license expires,
the department will not renew it and you cannot continue conducting
any business under the act. See WAC 208-660-350(20) to renew your

license within ((fULty e dayb of—it CAyiLiug.

ul 1o 4 ] 4= 4= 1 A . | - . I 1
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adjustment)) two months after expiration.

AMENDATORY SECTION (Amending WSR 09-01-15¢, filed 12/23/08,
effective 1/23/09)

WAC 208-660-300 Loan originators--General. (1) May I work as
a loan originator for more than one mortgage broker? Yes.

(2) How do I obtain approval to work for more than one
mortgage broker? Using the NMLSR, the company will submit a
sponsorship request. The department will notify you ((whermr—the
LUlatJ‘.UlthJ‘.tJ Jl_D CLJ_JJ_JJ_UVCd. Thc dCJ_JCLJ_tlllcllt WJ_ll llUtJ_f_\/ _yuu.) ) and
others associated with your license upon approval of your request.
The NMLSR will charge a fee for the additional relationship. See
also WAC 208-660-550.

(3) If I work as a loan originator for more than one mortgage
broker, may I take an application from a borrower without
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identifying one specific mortgage broker? No. You may take an
application for only one mortgage broker at a time in any one
transaction. Prior to presenting yourself to a specific borrower
as licensed to originate mortgage loans, you must state who you
represent. You must clearly identify the mortgage broker by name
and address on the application, on all disclosures, authorization
forms, and other material provided to the borrower. There must be
no confusion by the borrower as to which mortgage broker you are
representing at any given time.

(4) 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 company office, or any licensed
branch.

(5) May a loan originator transfer loan files to a mortgage
broker other than the mortgage broker the loan originator is

associated with? No. Only the borrower may submit a written
request to the licensed mortgage broker to transmit the borrower's
selected information to another mortgage broker or lender. The

licensed mortgage broker must transmit the information within five
business days after receiving the borrower's written reqguest.

(6) Who owns loan files? Loan files are the property of the
mortgage broker named on the loan application and the mortgage
broker must keep the original files and documents. ( (HHre—Ttecensed

<67)) (/) 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. 1 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 WITH OTHER
MORTGAGE BROKERS, AND LENDERS, AND TO SELECT ANY
MORTGAGE BROKER, OR LENDER OF YOUR CHOOSING."

((t#r)) (8) As a loan originator, may I be paid directly by
the borrower for my services? No. As a loan originator, you may
not be paid any compensation or fees directly by the borrower. All
compensation and fees must go through escrow.

((t8r)) (9) May a loan originator charge the borrower a fee,
commission, or other compensation for preparing, negotiating, or
brokering a loan for the borrower? No. A loan originator may not
charge the borrower a fee, commission, or compensation of any kind
in connection with the preparation, negotiation, and brokering of
a residential mortgage loan.
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((t9r)) (10) As a loan originator, may I be paid my portion of
the mortgage broker fee directly from the loan closing?

(a) Yes. If authorized in the mortgage broker's demand, the
settlement service provider may pay your portion of the mortgage
broker fee directly to you; provided however, that the HUD-1 or
equivalent settlement statement has the following information:

(1) Your name as it appears on your loan originator license;

(11) Your loan originator license ( (rrumber) ) unigue
identifier; and

(iii) The amount to be paid to you by the settlement service
provider.

(b) You must provide a copy of the HUD-1 or equivalent
settlement statement to the licensed mortgage broker within twenty-
four hours of your receipt of funds from closing.

((t6r)) (11) May a loan originator bring a lawsuit against a
borrower for the collection of compensation? No. Only licensed
mortgage brokers, or exempt mortgage brokers, may bring collection
actions against borrowers to collect compensation.

((tFr)) (12) May I work as a licensed loan originator for a
mortgage broker located out of the state? Yes. You may originate
loans for any mortgage broker ((you—are—affitiatecd—with)) who
sponsors you and who is licensed under Washington law.

((tX2r)) (13) May a licensed loan originator hire employees or
independent contractors to assist in the mortgage broker licensee's
activities? No. Only the mortgage broker licensee can have
employees or independent contractors. This prohibition against
loan originators hiring employees or independent contractors
includes clerical or administrative personnel whose work is related
to the mortgage broker licensee's activities, and loan processors.

((t33r)) (14) Do loan processors have to be licensed as loan
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 mortgage broker and do not
hold themselves out as able to conduct the activities of a mortgage
broker or loan originator. Independent contractor loan processors
must be licensed as a mortgage broker, mortgage broker branch
office, or loan originator.

((t¥4r)) (15) May loan processors work on files from an
unlicensed location? A loan processor may work on loan files from
an unlicensed location under the following circumstances:

(a) The loan files are in electronic format and the loan
processor accesses the files directly from the licensed mortgage
broker's main computer system. The loan processor may not maintain
any electronic files on any computer system other than the system
belonging to the licensed mortgage broker.

(b) The loan processor does not conduct any of the activities
of a licensed loan originator.

(c) The licensed mortgage broker must have safeguards in place
for