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SUBSTI TUTE HOUSE BI LL 2255

Passed Legislature - 2012 Regul ar Sessi on
State of WAshi ngton 62nd Legi sl ature 2012 Regul ar Session

By House Business & Financial Services (originally sponsored by
Representatives Kirby and Bailey; by request of Departnent of
Fi nanci al Institutions)

READ FI RST TI ME 01/ 26/ 12.

AN ACT Relating to making technical corrections, nodernizing
statutes, and streamining enforcenent authorities of nondepository
institutions regulated by the departnment of financial institutions;
amendi ng RCW 31.04.027, 31.04.065, 31.04.093, 31.04.145, 31.04.224,
31.45.010, 31.45.070, 31.45.105, 31.45.110, 19.146.200, and 19. 144. 020;
reenacting and amendi ng RCW 31. 04. 025; addi ng a new section to chapter
31.45 RCW adding a new section to chapter 19.146 RCW adding new
sections to chapter 18.44 RCW and adding new sections to chapter
19. 230 RCW

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

Sec. 1. RCW31.04.025 and 2011 c 191 s 1 and are each reenacted
and anended to read as fol |l ows:

(1) Each loan made to a resident of this state by a |icensee, or
persons subject to this chapter, is subject to the authority and
restrictions of this chapter, unless such loan is nmade under the
authority of chapter 63.14 RCW

(2) This chapter does not apply to the follow ng:

(a) Any person doi ng business under, and as permtted by, any |aw

p. 1 SHB 2255. SL
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of this state or of the United States rel ating to banks, savings banks,
trust conpani es, savings and | oan or building and | oan associ ati ons, or
credit unions;

(b) Entities making | oans under chapter 19. 60 RCW (pawnbr oking);

(c) Entities ((makingteans)) conducting transactions under chapter
63.14 RCW (retail installnment sales of goods and services), unless the
goods_being_sold in _a retail installnent_ sale consist_ of open_|oop
prepaid access (prepaid_ access as_ defined in_ 31 CF.R _ Part
1010.100(ww) and not cl osed | oop prepaid access as definedin 31 CF. R
Part 1010.100(kkk)):

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

(e) Any person making a loan primarily for business, commercial, or
agricultural purposes unless the loan is secured by a lien on the
borrower's primary residence;

(f) Any person making l|oans nmde to governnment or government
agencies or instrunentalities or mking loans to organizations as
defined in the federal truth in | ending act;

(g) Entities making | oans under chapter 43.185 RCW (housing trust
fund);

(h) Entities nmaking |oans under prograns of the United States
departnent of agriculture, departnent of housing and urban devel opnent,
or other federal governnment programthat provides funding or access to
funding for single-famly housing devel opnents or grants to | owincone
i ndi vidual s for the purchase or repair of single-famly housing;

(i) Nonprofit housing organizations making |oans, or |oans made,
under housing prograns that are funded in whole or in part by federal
or state prograns if the primary purpose of the prograns is to assi st
| ow-i nconme borrowers wth purchasing or repairing housing or the
devel opnent of housing for | owincone Washi ngton state residents; and

(j) Entities making | oans which are not residential nortgage | oans
under a credit card plan__and

(k) Individuals enployed by a licensed residential |oan servicing
conpany, unless so required by federal law or requl ation

(3) The director may, at his or her discretion, waive applicability
of the consuner |oan conpany licensing provisions of this chapter to
ot her persons, not including individuals subject to the S.A F.E. act,

SHB 2255. SL p. 2
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maki ng or servicing |oans when the director determnes it necessary to
facilitate comrerce and protect consuners. The director nmay adopt
rules interpreting this section.

Sec. 2. RCW31.04.027 and 2011 ¢ 191 s 2 are each anended to read
as follows:

It is a violation of this chapter for a licensee, its officers,
directors, enployees, or independent contractors, or any other person
subject to this chapter to:

(1) Directly or indirectly enploy any schene, device, or artifice
to defraud or m sl ead any borrower, to defraud or m slead any | ender,
or to defraud or m sl ead any person;

(2) Directly or indirectly engage in any unfair or deceptive
practice toward any person;

(3) Directly or indirectly obtain property by fraud or
m srepresentati on;

(4) Solicit or enter into a contract with a borrower that provides
in substance that the consuner |oan conpany may earn a fee or
conm ssi on through the consuner | oan conpany's best efforts to obtain
a | oan even though no | oan is actually obtained for the borrower;

(5 Solicit, advertise, or enter into a contract for specific
interest rates, points, or other financing terns unless the terns are
actually available at the time of soliciting, advertising, or
contracting;

(6) Fail to make disclosures to | oan applicants as required by RCW
31.04.102 and any ot her applicable state or federal |aw,

(7) Make, in any manner, any false or deceptive statenent or
representation with regard to the rates, points, or other financing
ternms or conditions for a residential nortgage | oan or engage in bait
and switch adverti sing;

(8) Negligently nmake any fal se statenent or knowi ngly and willfully
make any om ssion of material fact in connection with any reports filed
with the departnment by a licensee or in connection wth any
i nvestigation conducted by the departnent;

(9) Make any paynent, directly or indirectly, to any appraiser of
a property, for the purposes of influencing the i ndependent judgnent of
the appraiser wwth respect to the value of the property;

p. 3 SHB 2255. SL
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(10) Accept from any borrower at or near the time a loan is made
and in advance of any default an execution of, or induce any borrower
to execute, any instrunent of conveyance, not including a nortgage or
deed of trust, to the Ilender of any ownership interest in the
borrower's primary residence that is the security for the borrower's
| oan;

(11) Ootain at the time of closing a rel ease of future damages for
usury or other damages or penalties provided by |aw or a waiver of the
provi sions of this chapter; ((e+r))

(12) Advertise any rate of interest wthout conspicuously
di scl osing the annual percentage rate inplied by that rate of interest
or otherwise fail to comply wth any requirenment of the truth in
| ending act, 15 U.S.C. Sec. 1601 and regulation Z, 12 C.F. R Sec. 226,
the real estate settlenment procedures act, 12 U S C Sec. 2601 and
regulation X, 24 CF. R Sec. 3500, or the equal credit opportunity act,
15 U S.C. Sec. 1691 and regulation B, Sec. 202.9, 202.11, and 202.12,
or any other applicable state or federal statutes((;-—as—neow—er

any—ether—consurer—toan—cofrpany—activity)) or requlations; or

(13) Mbake | oans from any unlicensed | ocati on.

Sec. 3. RCW31.04.065 and 1991 ¢ 208 s 7 are each anended to read
as follows:

The |icense shall state the address at which the business is to be
conducted and shall state fully the name of the licensee, and if the
licensee is a copartnership or association, the nanmes of its nenbers,
and if a corporation, the date and place of its incorporation. ((Fhe

L hall . I he Li . I | .|
of—thetiecensee-)) The license is not transferable or assignable.

Sec. 4. RCW 31. 04. 093 and 2010 ¢ 35 s 6 are each anended to read
as foll ows:

(1) The director shall enforce all laws and rules relating to the
licensing and regulation of |icensees and persons subject to this
chapter.

(2) The director may deny applications for |icenses for:
(a) Failure of the applicant to denponstrate within its application

SHB 2255. SL p. 4



©O© 00 N O Ol WDN P

W W W W W W W WPNDNDNDNDNMNMNDNMNDNDNNMNDMNMNMNMNMNNMNMNPRPPRPPRPRPRPERPEPRPPRPRPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N O P~ wWwDNNPEe o

for a license that it neets the requirenents for licensing in RCW
31.04. 045 and 31. 04. 055;

(b) Violation of an order issued by the director under this chapter
or another chapter admnistered by the director, including but not
limted to cease and desist orders and tenporary cease and desi st
orders;

(c) Revocation or suspension of a license to conduct |ending or
residential nortgage | oan servicing, or to provide settlenent services
associated wth I ending or residential nortgage | oan servicing, by this
state, another state, or by the federal governnent within five years of
the date of submttal of a conplete application for a |license; or

(d) Filing an inconplete application when that inconplete
application has been filed with the departnent for sixty or nore days,
provided that the director has given notice to the |licensee that the
application is inconplete, inforned the applicant why the application
is inconplete, and allowed at |east twenty days for the applicant to
conpl ete the application.

(3) The director nmay suspend or revoke a |icense i ssued under this
chapter if the director finds that:

(a) The licensee has failed to pay any fee due the state of
Washi ngton, has failed to maintain in effect the bond or permtted
substitute required under this chapter, or has failed to conply with
any specific order or demand of the director lawfully nmade and directed
to the licensee in accordance with this chapter;

(b) The licensee, either know ngly or w thout the exercise of due
care, has violated any provision of this chapter or any rule adopted
under this chapter; or

(c) Afact or condition exists that, if it had existed at the tine
of the original application for the license, clearly would have al |l owed
the director to deny the application for the original |icense. The
director may revoke or suspend only the particular |icense with respect
to which grounds for revocation or suspension may occur or exist unless
the director finds that the grounds for revocation or suspension are of
general application to all offices or to nore than one office operated
by the licensee, in which case, the director may revoke or suspend al
of the licenses issued to the |icensee.

(4) The director nmay inpose fines of up to one hundred dollars per

p. 5 SHB 2255. SL
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day upon the licensee, its enployee or |oan originator, or other person
subject to this chapter for

(a) Any violation of this chapter; or

(b) Failure to conply with any order or subpoena issued by the
di rector under this chapter.

(5) The director may issue an order directing the licensee, its
enpl oyee or | oan originator, or other person subject to this chapter
t o:

(a) Cease and desist fromconducting business in a nmanner that is
injurious to the public or violates any provision of this chapter;

(b) Take such affirmative action as is necessary to conply with
this chapter; or

(c) Make a refund or restitution to a borrower or other person who
is damaged as a result of a violation of this chapter.

(6) The director may issue an order renmoving from office or
prohibiting fromparticipationin the affairs of any |licensee, or both,
any officer, principal, enployee or loan originator, or any person
subject to this chapter for:

(a) False statenents or om ssion of material information from an
application for a license that, i1if known, would have allowed the
director to deny the original application for a license;

(b) Conviction of a gross msdeneanor involving dishonesty or
financial m sconduct or a felony;

(c) Suspension or revocation of a license to engage in |ending or
residential nortgage | oan servicing, or perform a settlenent service
related to lending or residential nortgage |oan servicing, in this
state or another state;

(d) Failure to conply with any order or subpoena i ssued under this
chapter; ((e+r))

(e) A violation of RCW 31.04.027, 31.04.102, 31.04.155,
31.04.221;

(7) Except to_the_ extent prohibited by another statute, the
director may engage in informal settlenent of conplaints or enforcenent
actions including, but not limted to, paynent to the departnent for
purposes of financial literacy and education prograns authorized under
RCW 43. 320. 150. If any person subject to this chapter nakes a paynent
to the departnment under this section, the person may not advertise such

paynment .

or

SHB 2255. SL p. 6
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((6H)) (8) Whenever the director determnes that the public is
likely to be substantially injured by delay in issuing a cease and
desi st order, the director may i medi ately issue a tenporary cease and
desi st order. The order may direct the |icensee to discontinue any
violation of this chapter, to take such affirmative action as is
necessary to conply with this chapter, and may include a summary
suspension of the licensee's license and may order the |icensee to
i medi ately cease the conduct of business under this chapter. The
order shall becone effective at the time specified in the order. Every
tenporary cease and desist order shall include a provision that a
hearing will be held upon request to determ ne whether the order wll
becone permanent. Such hearing shall be held within fourteen days of
receipt of a request for a hearing unless otherwise specified in
chapter 34.05 RCW

((68))) (9) Alicensee may surrender a license by delivering to the
director witten notice of surrender, but the surrender does not affect
the licensee's civil or crimnal liability, if any, for acts commtted
before the surrender, including any adm nistrative action initiated by
the director to suspend or revoke a |icense, inpose fines, conpel the
paynent of restitution to borrowers or other persons, or exercise any
ot her authority under this chapter.

((69Y)) (10) The revocation, suspension, or surrender of a |license
does not inpair or affect the obligation of a preexisting |awul
contract between the |icensee and a borrower.

((26y)) (11) Every license issued under this chapter remains in
force and effect until it has been surrendered, revoked, or suspended
in accordance with this chapter. However, the director may on his or
her own initiative reinstate suspended |licenses or issue new |icenses
to a licensee whose license or |icenses have been revoked if the
director finds that the licensee neets all the requirenents of this
chapter.

Sec. 5. RCW31.04. 145 and 2009 ¢ 120 s 8 are each anended to read
as follows:

(1) For the purpose of discovering violations of this chapter or
securing information lawfully required under this chapter, the director
may at any tine, either personally or by designees, investigate or
exam ne the |oans and business and, wherever |ocated, the books,

p. 7 SHB 2255. SL
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accounts, records, papers, docunents, files, and other information used
in the business of every |icensee and of every person who is engaged in
t he business meking or assisting in the making of |oans at interest
rates authorized by this chapter, whether the person acts or clains to
act as principal or agent, or under or without the authority of this
chapter. ((Fer —these — purpeses;)) The director or designated
representative((s)):

(a) Shall have free access to the offices and pl aces of business,
books, accounts, papers, docunents, other information, records, files,
safes, and vaults of all such persons((—Fhe—director—er—persoens
dest-ghated—bythedireetor)) during nornmal busi ness hours;

(b) My require the attendance of and exam ne under oath all
per sons whose testinony may be required about the | oans or the business
or the subject matter of any investigation, exam nation, or hearing and
may require such person to produce books, accounts, papers, records,
files, and any other information the director or designated persons
deemrel evant to the inquiry((—Fhedireeter))

(c) May require the production of original books, accounts, papers,
records, files, and other information; may require that such original
books, accounts, papers, records, files, and other information be
copi ed; or may nake copies ((hrself—oer—herself—oer—by—designee)) of
such original books, accounts, papers, records, files, or other
i nformation((-

or other-information, then the director or designated persons));

(d) My 1issue a subpoena or subpoena duces tecum requiring
attendance by_ any person_identified in_this_section or conpelling
production of ((+he)) any books, accounts, papers, records, files, or
ot her docunents or information identified in this section.

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

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

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

(4) In order to carry out the purposes of this section, the
di rector may:

SHB 2255. SL p. 8
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(a) Retain attorneys, accountants, or other professionals and
specialists as examners, auditors, or investigators to conduct or
assi st in the conduct of exam nations or investigations;

(b) Enter into agreenents or relationships with other governnent
officials or regulatory associations in order to inprove efficiencies
and reduce regqulatory burden by sharing resources, standardized or
uni form net hods or procedures, and docunents, records, information, or
evi dence obt ai ned under this section;

(c) Use, hire, contract, or enploy public or privately avail able
anal ytical systens, nethods, or software to exam ne or investigate the
| i censee, individual, or person subject to chapter 120, Laws of 2009;

(d) Accept and rely on exam nation or investigation reports nmade by
ot her governnent officials, within or wiwthout this state;

(e) Accept audit reports made by an independent certified public
accountant for the licensee, individual, or person subject to chapter
120, Laws of 2009 in the course of that part of the exam nation
covering the same general subject matter as the audit and may
incorporate the audit report in the report of the exam nation, report
of investigation, or other witing of the director; or

(f) Assess the |licensee, individual, or person subject to chapter
120, Laws of 2009 the cost of the services in (a) of this subsection.

Sec. 6. RCW31.04.224 and 2009 ¢ 120 s 11 are each anended to read
as follows:

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

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

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

(3) Any individual who offers or negotiates terns of a residential
nortgage | oan with or on behalf of an immedi ate fam |y nenber; or

(4) Any individual who offers or negotiates terns of a residential

p. 9 SHB 2255. SL
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nmortgage | oan secured by a dwelling that served as the individual's
resi dence.

Sec. 7. RCW31.45.010 and 2009 ¢ 510 s 2 are each anended to read
as follows:

Unl ess the context clearly requires otherwise, the definitions in
this section apply throughout this chapter.

(1) "Applicant” nmeans a person that files an application for a
i cense under this chapter, including the applicant's sole proprietor,
owners, directors, officers, partners, nenbers, and controlling
persons.

(2) "Borrower" means a natural person who receives a small | oan

(3) "Business day" neans any day that the licensee is open for
business in at | east one physical |ocation.

(4) "Check" nmeans the sane as defined in RCW62A. 3-104(f) and, for
pur poses of conducting the business of making small |oans, includes
other electronic fornms of paynent, including stored value -cards,
internet transfers, and autonmated cl earing house transactions.

(5) "Check casher" neans an individual, partnership, unincorporated
associ ation, or corporation that, for conpensation, engages, in whole
or in part, in the business of cashing checks, drafts, noney orders, or
ot her commerci al paper serving the sanme purpose.

(6) "Check seller” neans an individual, partnership, unincorporated
associ ation, or corporation that, for conpensation, engages, in whole
or in part, in the business of or selling checks, drafts, noney orders,
or ot her conmmerci al paper serving the sanme purpose.

(7) "Collateral"™ nmeans the sane as defined in chapter 62A. 9A RCW

(8) "Controlling person" neans a person owning or controlling ten
percent or nore of the total outstanding shares of the applicant or
licensee, if the applicant or licensee is a corporation, and a nenber
who owns ten percent or nore of a limted liability conpany or limted
[iability partnership.

(9) "Default" nmeans the borrower's failure to repay the small | oan
in conpliance with the terns contained in the small | oan agreenent or
note or failure to pay any installnment plan paynment on an install nment
plan within ten days after the date upon which the installnment was
schedul ed to be paid.

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

SHB 2255. SL p. 10
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(11) "Financial institution" nmeans a commerci al bank, savi ngs bank,
savi ngs and | oan associ ation, or credit union.

(12) "Installnment plan" is a contract between a I|icensee and
borrower that provides that the |oaned amount w il be repaid in
substantially equal installnments scheduled on or after a borrower's pay
dates and no |l ess than fourteen days apart.

(13) "Licensee" neans a check casher or seller licensed by the
director to engage in business in accordance with this chapter. ((Fer

Lo—+ssue—cease—and—destst—orders—under—REW31-45-110-) ) "Li censee" al so
means a check casher or seller, whether |ocated within or outside of
this state, who fails to obtain the license or small | oan endorsenent
required by this chapter.

(14) "Loaned anount"™ neans the outstanding principal balance and
any fees authorized under RCW31.45.073 that have not been paid by the
borrower.

(15) "Origination date" neans the date upon which the borrower and
the licensee initiate a small | oan transaction.

(16) "CQutstanding principal balance" of a small | oan neans any of
the principal anpbunt that has not been paid by the borrower.

(17) "Paid" neans that noment in time when the |icensee deposits
the borrower's check or accepts cash for the full amunt owing on a
valid small | oan. If the borrower's check is returned by the
borrower's bank for ((+psufferent—funds)) any reason, the |icensee
shal | not consider the |oan paid.

(18) "Person"™ neans an individual, partnership, association,
l[imted liability conpany, limted liability partnership, trust,
corporation, and any other legal entity.

(19) "Principal" nmeans the | oan proceeds advanced for the benefit

of the borrower in a snmall |oan, excluding any fee or interest charge.
(20) "Rescission" neans annulling the loan contract and, wth
respect to the small |oan contract, returning the borrower and the

licensee to their financial condition prior to the origination date of
t he | oan.

(21) "Small | oan" neans a |l oan of up to the maxi mum anmount and for
a period of tinme up to the maxi mumtermspecified in RCW31. 45. 073.

(22) "Term nation date" neans the date upon which paynent for the

p. 11 SHB 2255. SL
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smal |l loan transaction is due or paid to the |icensee, whichever occurs
first.

(23) "Total of paynents" neans the principal anmount of the small
| oan plus all fees or interest charged on the | oan.

(24) "Trade secret"” neans the sane as defined i n RCW 19. 108. 010.

NEW SECTION. Sec. 8. A new section is added to chapter 31.45 RCW
to read as foll ows:

Applicants may be required to make application through a multistate
licensing systemas prescribed by the director. Existing |licensees may
be required to transition onto a nultistate licensing system as
prescribed by the director.

Sec. 9. RCW31.45.070 and 2003 ¢ 86 s 7 are each anended to read
as follows:

(1) No licensee may engage in a loan business ((e+)). the
negotiation of |oans; or the discounting of notes, bills of exchange,
checks, or other evidences of debt ((en)) in the sane prem ses where a
check cashing or selling business is conducted, unless the |icensee:

(a) I's conducting the activities of pawnbroker as defined in RCW
19. 60. 010;

(b) Is a properly licensed consuner |oan conpany under chapter
31. 04 RCW

(c) I's conducting other lending activity permtted in the state of
Washi ngton; or

(d) Has a small | oan endorsenent issued under this chapter.

(2) Except as otherwise permtted in this chapter, no |licensee may
at any tinme cash or advance any noneys on a postdated check or draft.
However, a |icensee may cash a check payable on the first banking day
follow ng the date of cashing if:

(a) The check is drawmn by the United States, the state of
Washi ngton, or any political subdivision of the state, or by any
departnment or agency of the state or its subdivisions; or

(b) The check is a payroll check drawn by an enpl oyer to the order
of its enployee in paynent for services perfornmed by the enpl oyee.

(3) Except as otherwise permitted in this chapter, no |icensee may
agree to hold a check or draft for |ater deposit. A licensee ((shatth))
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nmust deposit all checks and drafts cashed by the |icensee as soon as
practi cabl e.

(4) No licensee nay issue or cause to be issued any check, draft,
or noney order, or other commercial paper serving the sane purpose,
that is drawn upon the trust account of a licensee without concurrently
receiving the full principal anmount, in cash, or by check, draft, or
nmoney order froma third party believed to be valid.

(5)  ((No—Hecensee —may — advert+se— — prat— —

£6))) Each licensee shall conply with all applicable state_ and

federal statutes ((goevern-hrgewrrency—transaction+epoerting)) relating
to the activities governed by this chapter.

Sec. 10. RCW 31.45.105 and 2007 ¢ 81 s 1 are each anended to read
as follows:

(1) It is a violation of this chapter for any person subject to
this chapter to:

(a) Directly or indirectly enploy any schene, device, or artifice
to defraud or m sl ead any borrower, to defraud or m slead any | ender,
or to defraud or m sl ead any person;

(b) Directly or indirectly engage in any unfair or deceptive
practice toward any person;

(c) Directly or indirectly obtain property by fraud or
m srepresentation; ((and))

(d) Make a small loan to any person physically located in
Washi ngton through use of the internet, facsimle, tel ephone, kiosk, or
ot her nmeans without first obtaining a small | oan endorsenent; and

(e) Sell in aretail installnent transaction under chapter 63.14

RCW open | oop prepaid access (prepaid access as defined in 31 CF. R
Part 1010.100(ww) and not closed |oop_prepaid access as defined in 31
C.F.R Part 1010.100(kkk)).

(2) It is a violation of this chapter for _any person subject to
this chapter to:
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(a) Advertise, print, display, publish, distribute, or broadcast or
cause_or permt_ to_be_ advertised, printed, displayed, published,
distributed, or broadcast any statenent or representation that is
false, m sleading, or deceptive, or that omts naterial information;

(b) Fail to pay the_ annual assessnent by the date and_ tine_as
specified in RCW31. 45. 050;

(c) Fail to pay any other_ fee, assessnent, or_noneys_ due_the
depart nent.

(3) In addition to any other penalties, any transaction in
violation of subsection (1) of this section is wuncollectible and

unenf or ceabl e.

Sec. 11. RCW31.45.110 and 2003 ¢ 86 s 17 are each anended to read
as follows:

(1) The director nmay issue and serve upon a licensee or applicant,
or any director, officer, sole_ proprietor, partner, or_controlling
person of a licensee or applicant, a statenment of charges if, in the
opinion of the director, any |icensee or applicant, or_ any director
officer, sole proprietor, partner, or controlling person of a licensee
or applicant:

(a) Is engaging or has engaged in an unsafe or unsound financi al
practice in conducting ((t+he)) a business ((ef—a—echeek—selHer))
governed by this chapter;

(b) I's violating or has violated this chapter, including violations

of :

() Any rules, orders, or subpoenas((;—any—+rule—adopted—under
chapter—86—Laws—of—2003—any—order—+ssued—under—chapter—86—taws—ol
2003—any—subpoena—tssued—under—chapter 86— taws—ol—2003—6+)) 1 ssued
by the director under any act;

(ii)_ Any condition inposed in witing by the director ((er—the
director-s —destgnee)) in connection wth the granting of any
application or other request by the |licensee, or

(iii) Aty witten agreenent nade with the director;

(c) Is about to do the acts prohibited in (a) or (b) of this
subsection when the opinion that the threat exists is based upon
reasonabl e cause;

(d) Obtains a license by neans of fraud, msrepresentation,
conceal nent, or through m stake or inadvertence of the director;
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(e) Provides false statenments or ((emsstons—of)) onmts material
information on ((+he)) an application ((that——H—knrown—would—have
atowed — the — dbrector — bo — deny — Hhe — appbeatton — For — the — ortginal
H-eense) ) ;

(f) Knowngly or negligently omts material information during or
in response to an exam nation or in connection with an investigation by
the director;

(g) Fails to pay a fee or assessnent required by the director or
any nultistate licensing system prescribed by the director, or fails to
mai ntain the required bond or deposit;

((()) (h) Commts a crinme against the laws of ((t+he—state—of
VWashi-rgton — e+ —ahy —other —state—oer—goverarent)) any jurisdiction
i nvol ving noral turpitude, financial m sconduct, or dishonest dealings.
For the purposes of this section, a certified copy of the final holding
of any court, tribunal, agency, or administrative body of conpetent
jurisdiction is conclusive evidence in any hearing under this chapter;

((h)) (i) Knowingly commits or is a party to any material fraud,
m srepresentati on, conceal nent, conspiracy, collusion, trick, schene,
or device whereby any other person relying wupon the word
representation, or conduct acts to his or her injury or danage;

((6)) (1) Converts any noney or its equivalent to his or her own
use or to the use of his or her principal or of any other person;

((H)y)) (K) Fails((, upon demand by the director or the director's
destghee;)) to disclose any information within his or her know edge
((te+)) or fails to produce any docunent, book, or record in his or her
possession for inspection ((ef+)) by the director ((er—thedirector——s
desi-ghee)) upon denand

(()) (1) Commts any act of fraudul ent or dishonest dealing((+
and)). For the purposes of this section, a certified copy of the final
holding of any court, tribunal, agency, or admnistrative body of
conpetent jurisdiction ((regardinrgthat—aet)) i s conclusive evidence in
any hearing under this chapter; ((er

+)) (M Commts an act or engages in conduct that denonstrates
i nconpet ence or untrustworthiness, or is a source of injury and |l oss to
the public;,

(n) Violates _any applicable state or federal law relating to the
activities governed by this chapter.
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(2) The statenent of charges ((shalt)) nust be i ssued under chapter
34.05 RCW The director or the director's designee may inpose the
followng sanctions against any |icensee or applicant, or any
directors, officers, sole proprietors, partners, controlling persons,
or enpl oyees of a licensee or applicant:

(a) Deny, revoke, suspend, or condition ((t+he)) a license or small
| oan endor senent

(b) Order the licensee or person to cease and desist from practices
((+HA—wvelation—of)) that violate this chapter or ((practieces—that))
constitute unsafe and unsound financial practices ((+ar—the—sale—of
eheeks)) ;

(c) Inpose a fine not to exceed one hundred dollars per day for
each day's violation of this chapter;

(d) Oder restitution or_refunds to borrowers or other parties
( (daraged—by—the—tHcensees)) for violations of this chapter or take
other affirmative action as necessary to conply with this chapter; and

(e) Renmove fromoffice or ban fromparticipation in the affairs of
any |icensee any director, officer, sole proprietor, partner
controlling person, or enployee of a licensee.

(3) The proceedings to i npose the sanctions described in subsection
(2) of this section, including any hearing or appeal of the statenent
of charges, are governed by chapter 34.05 RCW

(4) Unless the |icensee or person personal ly appears at the hearing
or is represented by a duly authorized representative, the licensee is
deened to have consented to the statenent of charges and the sanctions
i nposed in the statenent of charges.

(5) Except to_the_ extent prohibited by another statute, the
director may engage in informal settlenent of conplaints or enforcenent
actions including, but not limted to, paynent to the departnent for
purposes of financial literacy and education prograns authorized under
RCW 43. 320. 150.

Sec. 12. RCW19. 146. 200 and 2006 ¢ 19 s 9 are each anended to read
as follows:

(1) A person, unless specifically exenpted fromthis chapter under
RCW 19. 146. 020, may not engage in the business of a nortgage broker or
| oan originator without first obtaining and mai ntaining a |license under
this chapter
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(2) A person may not bring a suit or action for the collection of
conpensation in connection with a residential nortgage | oan unl ess the
plaintiff alleges and proves that he or she was a duly I|icensed
nmortgage broker, or exenpt from the license requirenent of this
chapter, at the tinme of offering to performor perform ng any such an
act or service regulated by this chapter.

(3) (( Arortgage —broker—Hecense—must—be—promnentby—di-splayed —+n
the nortgage broker's place of- busi ness.

4y)) Every licensed nortgage broker nust at all tines have a
desi gnat ed broker responsible for all activities of the nortgage broker
i n conducting the business of a nortgage broker. A designated broker,
principal, or owner who has supervisory authority over a nortgage
broker is responsible for a licensee's, enployee's, or independent
contractor's violations of this chapter and its rules if:

(a) The designated broker, principal, or owner directs or instructs
t he conduct or, with know edge of the specific conduct, approves or
al l ows the conduct; or

(b) The designated broker, principal, or owmer who has supervisory
authority over the |icensed nortgage broker knows or by the exercise of
reasonabl e care and i nquiry should have known of the conduct, at atinme
when its consequences can be avoided or mtigated and fails to take
reasonabl e remedi al acti on.

NEW SECTION. Sec. 13. A new section is added to chapter 19.146
RCWto read as foll ows:

Except to the extent prohibited by another statute, the director
may engage in informal settlenent of conplaints or enforcenent actions
i ncluding, but not limted to, paynent to the departnment for purposes
of financial Iliteracy and education prograns authorized under RCW
43. 320.150. If any person subject to this chapter nmakes a paynent to
t he departnent under this section, the person may not advertise such
payment .

NEW SECTION. Sec. 14. A new section is added to chapter 18.44 RCW
to read as foll ows:

Except to the extent prohibited by another statute, the director
may engage in informal settlenent of conplaints or enforcenent actions

p. 17 SHB 2255. SL



w N

©O© 00 N o o b

10
11
12
13
14
15
16

17
18
19
20
21
22

23
24
25
26
27
28
29
30
31
32
33
34

i ncluding, but not limted to, paynent to the departnment for purposes
of financial literacy and education prograns authorized under RCW
43. 320. 150.

NEW SECTION. Sec. 15. A newsection is added to chapter 18.44 RCW
to read as foll ows:

Applicants may be required to make application through a multistate
licensing systemas prescribed by the director. Existing |licensees may
be required to transition onto a nultistate licensing system as
prescribed by the director.

NEW SECTION. Sec. 16. A new section is added to chapter 19.230
RCWto read as foll ows:

Except to the extent prohibited by another statute, the director
may engage in informal settlenent of conplaints or enforcenent actions
i ncluding, but not limted to, paynent to the departnment for purposes
of financial Iliteracy and education prograns authorized under RCW
43. 320. 150.

NEW SECTION. Sec. 17. A new section is added to chapter 19.230
RCWto read as foll ows:

Applicants may be required to make application through a multistate
licensing systemas prescribed by the director. Existing |licensees may
be required to transition onto a nultistate licensing system as
prescribed by the director.

Sec. 18. RCW 19.144.020 and 2008 c 108 s 3 are each anended to
read as foll ows:

(1) In addition to any other requirenents under federal or state
law, a residential nortgage | oan may not be nmade unl ess a disclosure
summary of all material terns, as adopted by the departnent in
subsection (2) of this section, is placed on a separate sheet of paper
and has been provided by a financial institutionto the borrower w thin
t hree business days followi ng receipt of a |oan application. If any
material terns of the residential nortgage | oan change before cl osing,
a new di sclosure summary nust be provided to the borrower within three
days of any such change or at least three days before closing,
whi chever is earlier.
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(2) The departnment shall adopt, by rule, a disclosure summary form
with a content and format containing sinple, plain-language terns that
are reasonably understandable to the average person w thout the aid of
third-party resources and shall include, but not be limted to, the
followng itens: Fees and di scount points on the |loan; interest rates
of the | oan; broker fees; the broker's yield spread premiumas a doll ar
anount; whether the |oan contains prepaynent penalties; whether the
|l oan contains a balloon paynent; whether the property taxes and
property insurance are escrowed; whether the | oan paynents w || adj ust
at the fully indexed rates; and whether there is a price added or
prem um char ged because the | oan is based on reduced docunent ati on.

(3) The director may, at his or her discretion, require by rule
other information relating to a residential nortgage |loan to be
included in the disclosure summary if the director determnes that it
IS necessary to protect consuners. The director may adopt rules
creating a standard formof disclosure summary to be used as a gui de by
financial institutions in fulfilling the requirenents of this section.

(4) Disclosure in_ conpliance with the real estate settlenent
procedures act, 12 U.S.C. Sec. 2601, and Regulation X, 24 C F. R Sec.
3500, as it_exists on_ the effective date of this_ section, shall_ be
deened to conply with the disclosure requirenents of this section. |If
needed, the director may adopt rules to inplenent and i ncorporate other
changes in the disclosure summary as necessary due to federal |aw.

Passed by the House February 1, 2012.

Passed by the Senate February 24, 2012.

Approved by the Governor March 7, 2012.

Filed in Ofice of Secretary of State March 7, 2012.
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