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SUBSTI TUTE HOUSE BI LL 2611

AS AMENDED BY THE SENATE
Passed Legislature - 1998 Regul ar Session
St ate of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on

By House Commttee on Financial Institutions & Insurance (originally
sponsored by Representatives Keiser, WIfe, Benson, Gardner and
Di cker son)

Read first tine 02/02/98. Referred to Commttee on

AN ACT Relating to nortgage insurance; adding a new chapter to
Title 61 RCW and providing an effective date.

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

NEW SECTION. Sec. 1. As used in this chapter:

(1) "Institutional third party" neans the federal national nortgage
associ ation, the federal hone | oan nortgage corporation, the governnent
national nortgage association, and other substantially simlar
institutions, whether public or private, provided the institutions
establish and adhere to rules applicable to the right of cancellation
of nortgage i nsurance, which are the sane or substantially the sane as
those utilized by the institutions naned in this subsection.

(2) "Mortgage insurance" neans insurance, including nortgage
guar ant ee i nsurance, against financial |oss by reason of nonpaynent of
principal, interest, and other suns agreed to be paid in a residential

nort gage transaction.

(3) "Residential nortgage transaction” nmeans entering into a | oan
for personal, famly, household, or purchase noney purposes that is
secured by a deed of trust or nortgage on owner-occupi ed, one-to-four
unit, residential real property located in the state of Washi ngton.

p. 1 SHB 2611. SL
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NEW SECTION. Sec. 2. (1) If a borrower is required to obtain and
mai ntain nortgage insurance as a condition of entering into a
residential nortgage transaction, the |ender shall disclose to the
borrower whether and under what conditions the borrower has the right
to cancel the nortgage insurance in the future. This disclosure shal
i ncl ude:

(a) Any identifying loan or insurance information, or other
i nformation, necessary to permt the borrower to conmunicate with the
servicer or |ender concerning the private nortgage insurance;

(b) The conditions that are required to be satisfied before the
nort gage i nsurance may be cancel ed; and

(c) The procedures required to be followed by the borrower to
cancel the nortgage insurance.

The di sclosure required in this subsection shall be made in witing
at the time the transaction is entered into.

(2) For residential nortgage transactions wth nortgage insurance,
the lender, or the person servicing the residential nortgage
transaction if it is not the l|ender, annually shall provide the
borrower wth:

(a) A notice containing the sanme information as required to be
di scl osed under subsection (1) of this section; or

(b) A statenent indicating that the borrower may be able to cancel
t he nortgage i nsurance and that the borrower may contact the | ender or
| oan servicer at a designated address and phone nunber to find out
whet her the i nsurance can be cancel ed and the conditi ons and procedures
to effect cancellation.

The notice or statenent required by this subsection shall be
provided in witing in a clear and conspi cuous manner in or with each
annual statenent of account.

(3) The notices and statenents required in this section shall be
provi ded without cost to the borrower.

(4) Any borrower in a residential nortgage transaction who is
harmed by a violation of this section may obtain injunctive relief, may
recover fromthe party who caused such harmby failure to conply with
this section up to three times the anmount of nortgage insurance
prem unms wongly coll ected, and may recover reasonabl e attorneys’ fees
and costs of such action.

(5) This section does not apply to any nortgage funded with bond
proceeds i ssued under an i ndenture requiring nortgage i nsurance for the

SHB 2611. SL p. 2
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life of the loan or to loans insured by the federal housing
adm ni stration or the veterans adm ni stration.

(6) Subsection (1) of this section applies to residential nortgage
transactions entered into on or after July 1, 1998. Subsection (2) of
this section applies to any residential nortgage transaction existing
on the effective date of this section or entered into on or after the
effective date of this section

(7) Alender or person servicing a residential nortgage transaction
who conplies with federal requirenents, as now or hereafter enacted,
prescribing nortgage insurance disclosures and notifications shall be
deened in conpliance with this section.

NEWSECTION. Sec. 3. (1) Except when a statute, regulation, rule,
or witten guideline pronulgated by an institutional third party
applicable to a residential nortgage transacti on purchased in whol e or
in part by an institutional third party specifically prohibits
cancel l ation during the termof indebtedness, the |l ender or servicer of
a residential nortgage transaction may not charge or collect future
paynments from a borrower for nortgage insurance, and the borrower is
not obligated to nmake such paynents, if all of the follow ng conditions
are satisfied:

(a) The borrower makes a witten request to termnate the
obligation to nmake future paynents for nortgage insurance;

(b) The residential nortgage transactionis at |east two years ol d;

(c) The outstanding principal balance of the residential loan is
not greater than eighty percent of the current fair market val ue of the
property and is:

(i) For loans nmade for the purchase of the property, l|less than
ei ghty percent of the | esser of the sales price or the appraised val ue
at the time the transaction is entered into; or

(1i) For all other residential nortgage transactions, |ess than
ei ghty percent of the appraised value at the tinme the residential |oan
transacti on was entered into.

The | ender or servicer may request that a current apprai sal be done
to verify the outstanding principal balance is | ess than ei ghty percent
of the current fair market value of the property; unless otherw se
agreed to in witing, the |l ender or servicer selects the appraiser and
splits the cost with the borrower;

p. 3 SHB 2611. SL
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(d) The borrower’s schedul ed paynent of nonthly installnments or
principal, interest, and any escrow obligations is current at the tine
t he borrower requests termnation of his or her obligation to continue
to pay for nortgage insurance, those installnments have not been nore
than thirty days late in the |last twelve nonths, and the borrower has
not been assessed nore than one |late penalty over the past twelve
nont hs;

(e) Anotice of default has not been recorded agai nst the property
as the result of a nonnonetary default in the previous twelve nonths.

(2) This section applies to residential nortgage transactions
entered into on or after July 1, 1998.

(3) This section does not apply to:

(a) Any residential nortgage transaction that is funded i n whol e or
in part pursuant to authority granted by statute, regulation, or rule
that, as a condition of that funding, prohibits or limts term nation
of paynments for nortgage i nsurance during the termof the i ndebtedness;
or

(b) Any nortgage funded with bond proceeds issued under an
i ndenture requiring nortgage insurance for the life of the | oan.

(4) If the residential nortgage transaction will be or has been
sold in whole or in part to an institutional third party, adherence to
the institutional third party’'s standards for termnation of future
paynments for nortgage i nsurance shall be deenmed in conpliance with this
section.

(5) Alender or person servicing aresidential nortgage transaction
who conplies with federal requirenents, as now or hereafter enacted,
governing the cancellation of nortgage insurance shall be deened in
conpliance wth this section.

NEW SECTI ON. Sec. 4. On or after July 1, 1998, no borrower
entering into a residential nortgage transaction in which the principal
anount of the loan is | ess than eighty percent of the fair market val ue
of the property shall be required to obtain nortgage insurance. Fair
mar ket val ue for a purchase noney loan is the | esser of the sales price
or the appraised value. This section shall not apply to residenti al
nortgage transactions in an anmount in excess of the maximum limts
established by institutional third parties where the borrower and the
| ender have agreed in witing to nortgage insurance.
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Al ender or person servicing a residential nortgage transacti on who
conplies with federal requirenents, as now or hereafter enacted,
governing the requirenent of obtaining nortgage insurance shall be
deened in conpliance with this section.

NEW SECTI ON. Sec. 5. If any provision of this act or its
application to any person or circunstance is held invalid, the
remai nder of the act or the application of the provision to other
persons or circunstances is not affected.

NEW SECTION. Sec. 6. This act takes effect July 1, 1998.

NEW SECTION. Sec. 7. Sections 1 through 6 of this act constitute
a new chapter in Title 61 RCW

Passed the House March 9, 1998.

Passed the Senate March 3, 1998.

Approved by the Governor April 1, 1998.

Filed in OOfice of Secretary of State April 1, 1998.
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