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SENATE BI LL 5207

Passed Legi slature - 2013 Regul ar Sessi on
State of WAshi ngton 63rd Legislature 2013 Regul ar Session

By Senators Fain, Benton, Hobbs, Roach, Nelson, Millet, Hatfield, and
Kei ser; by request of Department of Financial Institutions

Read first time 01/23/13. Referred to Commttee on Financial
I nstitutions, Housing & I nsurance.

AN ACT Relating to making technical <corrections and updating
licensing and enforcenment provisions of the consuner |oan act; and
amendi ng RCW 31.04. 015, 31.04.025, 31.04.027, 31.04.035, 31.04.093,
31.04.102, 31.04.105, 31.04.155, 31.04.221, 31.04.290, 31.04.293, and
31.04. 297.

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

Sec. 1. RCW31.04.015 and 2010 ¢ 35 s 1 are each anended to read
as follows:

The definitions set forth in this section apply throughout this
chapter unless the context clearly requires a different nmeaning.

(1) "Add-on nethod" neans the nethod of preconputing interest
payabl e on a | oan whereby the interest to be earned is added to the
princi pal balance and the total plus any charges allowed under this
chapter is stated as the | oan anount, w thout further provision for the
paynment of interest except for failure to pay according to | oan terns.
The director may adopt by rule a nore detailed explanation of the
meani ng and use of this nethod.

(2) "Applicant"” neans a person applying for a |license under this
chapter.

p. 1 SB 5207. SL
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(3) "Borrower" neans any person who consults with or retains a
|icensee or person subject to this chapter in an effort to obtain, or
who seeks information about obtaining a |oan, regardless of whether
t hat person actually obtains such a loan. "Borrower" includes a person
who consults_wth _or_ retains_a_licensee or_person_subject to_this
chapter _in_an_effort to_obtain, or_ who_ seeks_ information_ about
obtaining a residential nortgage |loan_ nodification, regardless of
whet her that person actually obtains a residential nortgage | oan
nodi fi cation.

(4) "Depository institution” has the sanme neaning as in section 3
of the federal deposit insurance act on July 26, 2009, and includes
credit unions.

(5) "Director"” nmeans the director of financial institutions.

(6) "Federal banking agencies" neans the board of governors of the
federal reserve system conptroller of the currency, director of the
office of thrift supervision, national credit union adm ni stration, and
federal deposit insurance corporation.

(7) "Individual servicing a nortgage | oan" neans a person on behal f
of a lender or servicer licensed by this state, who collects or
recei ves paynents including paynents of principal, interest, escrow
anounts, and ot her anounts due, on existing obligations due and ow ng
to the licensed | ender or servicer for a residential nortgage | oan when
the borrower is in default, or in reasonably foreseeable |ikelihood of
default, working with the borrower and the |icensed | ender or servicer,
collects data and nmakes decisions necessary to nodify either
tenporarily or permanently certain terns of those obligations, or
ot herwi se finalizing collection through the forecl osure process.

(8 "lnsurance" neans |ife insurance, disability insurance,
property insurance, involuntary unenploynment insurance, and such ot her
i nsurance as may be authorized by the insurance comm ssi oner.

(9) "License" neans a single license issued under the authority of
this chapter with respect to a single place of business.

(10) "Licensee" means a person to whomone or nore |icenses have
been i ssued.

(11) "Loan" neans a sumof noney lent at interest or for a fee or
other charge and includes both open-end and closed-end |oan
transacti ons.

SB 5207. SL p. 2
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(12) "Loan processor or _underwiter" neans an individual who
perfornms clerical or support duties as an enployee at the direction of
and subject to the supervision and instruction of a person |licensed, or
exenpt fromlicensing, under this chapter ((39—346—RcA¥).

(13) "Making a |oan" neans advancing, offering to advance, or
maki ng a comm tnent to advance funds to a borrower for a | oan.

(14) "Mortgage broker" neans the sanme as defined in RCW19. 146. 010,
except that for purposes of this chapter, a |icensee or person subject
to this chapter cannot receive conpensation as both a consuner |oan
| icensee nmaking the | oan and as a consuner | oan |icensee acting as the
nort gage broker in the sane | oan transacti on.

(15)(a) "Mdrtgage loan originator"™ neans an individual who for
conpensation or gain (i) takes a residential nortgage | oan application,
or (ii) offers or negotiates terns of a residential nortgage | oan.
"Mortgage | oan originator" does not include any individual who perforns
purely adm nistrative or clerical tasks; and does not include a person
or entity solely involved in extensions of credit relating to tineshare
pl ans, as that termis defined in section 101(53D) of Title 11, United
St at es Code. For the purposes of this definition, adm nistrative or
clerical tasks neans the receipt, collection, and distribution of
information common for the processing of a loan in the nortgage
industry and communication with a consuner to obtain information
necessary for the processing of a residential nortgage | oan.

(b) "Mortgage | oan originator” also includes an individual who for
conpensation or gain perforns residential nortgage | oan nodification
services or holds hinmself or herself out as being able to perform
residential nortgage | oan nodification services.

(c) "Mortgage | oan originator” does not include a person or entity
that only perforns real estate brokerage activities and is |icensed or
regi stered in accordance with applicable state | aw, unless the person
or entity is conpensated by a lender, a nortgage broker, or other
nortgage | oan originator or by any agent of such a |ender, nortgage
broker, or other nortgage | oan originator. For the purposes of chapter
120, Laws of 2009, the term "real estate brokerage activity" neans any
activity that involves offering or providing real estate brokerage
services to the public, including:

(1) Acting as a real estate agent or real estate broker for a
buyer, seller, I essor, or |essee of real property;

p. 3 SB 5207. SL
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(ii1) Bringing together parties interested in the sale, purchase,
| ease, rental, or exchange of real property;

(ti1) Negotiating, on behalf of any party, any portion of a
contract relating to the sale, purchase, |ease, rental, or exchange of
real property, other than in connection with providing financing with
respect to such a transacti on;

(iv) Engaging in any activity for which a person engaged in the
activity is required to be registered or licensed as a real estate
agent or real estate broker under any applicable | aw, and

(v) Ofering to engage in any activity, or act in any capacity,
described in (c)(i) through (iv) of this subsection.

(d) (( Fhis—subsection—does—not—appby—to—anindivi-dual—servieing—a
wortgage loan before July 1,-2011.

{ey)) This subsection does not apply to enployees of a housing
counsel i ng agency approved by the United States departnent of housing
and urban devel opnent unless the enployees of a housing counseling
agency are required under federal law to be individually |icensed as
nort gage | oan ori gi nators.

(16) "Nationw de ((mertgage)) nmultistate licensing system ((and
regist+y))" nmeans a ((mertgage)) licensing system devel oped and
mai nt ai ned by the conference of state bank supervisors and the Anmerican
associ ation of residential nortgage regulators for the licensing and
regi stration of nortgage | oan originators and other licensing types.

(17) "Oficer" neans an official appointed by the conpany for the
pur pose of maki ng busi ness deci sions or corporate decisions.

(18) "Person" includes individuals, partnerships, associations,

limted liability conpanies, limted liability partnerships, trusts,
corporations, and all other legal entities.
(19) "Principal™ neans any person who controls, directly or

indirectly through one or nore internediaries, alone or in concert with
others, a ten percent or greater interest in a partnership; conpany;
association or corporation; or a limted liability conpany, and the
owner of a sole proprietorship

(20) "Registered nortgage | oan originator" means any i ndividual who
nmeets the definition of nortgage | oan originator and is an enpl oyee of
a depository institution; a subsidiary that is owed and controll ed by
a depository institution and regul ated by a federal banking agency; or

SB 5207. SL p. 4
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an institution regulated by the farm credit admnistration and is
registered with, and mintains a unique identifier through, the
nati onw de ((mertgage)) nultistate |icensing system ((anrd—+egist+y)).

(21) "Residential nortgage |oan" neans any loan primrily for
personal, famly, or household use that is secured by a nortgage, deed
of trust, or other equivalent consensual security interest on a
dwel l'ing, as defined in section 103(v) of the truth in |l ending act, or
residential real estate upon which is constructed or intended to be
constructed a dwel I'ing.

(22) "Residential nortgage | oan nodification" neans a change in one
or nore of a residential nortgage loan's terns or conditions. Changes
to a residential nortgage loan's ternms or conditions include but are
not limted to forbearances; repaynent plans; changes in interest
rates, loan ternms, or l|oan types; capitalizations of arrearages; or
princi pal reductions.

(23) "Residential nortgage l|loan nodification services" includes
negoti ating, attenpting to negoti ate, arranging, attenpting to arrange,
or otherwise offering to perform a residential nortgage | oan
nmodi fication for_ conpensation_or_gain. "Resi dential nortgage | oan
nodi fication services" also includes the collection of data for
subm ssion to an entity perform ng nortgage | oan nodification services.
(("Residential nortgage loan nodification services" do not include
act+ens—hby—tndv-dual s—serv-e-ng—aportgagetoan—betoreJuby—1—206141) )

(24) "S.A F.E. act" neans the secure and fair enforcenent for
nortgage |icensing act of 2008, Title V of the housing and econom c
recovery act of 2008 ("HERA"), P.L. 110-289, effective July 30, 2008.

(25) "Senior officer" means an officer of a licensee at the vice
presi dent |evel or above.

(26) "Service or servicing a |l oan" neans on behal f of the | ender or
investor of a residential nortgage loan: (a) Collecting or receiving
paynments on existing obligations due and owng to the |ender or
i nvestor, including paynents of principal, interest, escrow anmounts
and ot her amounts due; (b) collecting fees due to the servicer; (c)
working with the borrower and the licensed |ender or servicer to
col l ect data and nmake deci sions necessary to nodify certain terns of
those obligations either tenporarily or permanently; (d) otherw se
finalizing collection through the forecl osure process; or (e) servicing
a reverse nortgage | oan.

p. 5 SB 5207. SL
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(27) "Service or servicing a reverse nortgage |oan" neans, pursuant
to an agreement wth the owner of a reverse nortgage | oan:
Cal cul ating, collecting, or receiving paynents of interest or other
anounts due; adm nistering advances to the borrower; and providing
account statenents to the borrower or | ender.

(28) "Sinple interest nethod" neans the nethod of conputing
i nterest payable on a | oan by applying the annual percentage interest
rate or its periodic equivalent to the unpaid bal ances of the principal
of the I oan outstanding for the tinme outstanding ((wth)).

(a) On a nonresidential |oan each paynent is applied first to any
unpai d penalties, fees, or charges, then to accunul ated interest, and
the remainder of the paynent applied to the unpaid balance of the
principal until paidin full. 1In using such nethod, interest shall not

be payabl e in advance nor conpounded((;—exeept—that—on—-atoan—secured
I | , L ] I . f the | Losi
tp—Eo—but—not—exceeding—fForty-tHve—days—ol—prepatrd—interest)). The
prohi bition on conpounding i nterest does not apply to reverse nortgage
| oans made in accordance wth the Washington state reverse nortgage
act. The director may adopt by rule a nore detail ed explanation of the
meani ng and use of this nethod.

(b) On_a_residential nortgage_loan_paynents are_applied_as
determ ned in the security instrunent.

(29) "Third-party residential nortgage | oan nodification services”
means residential nortgage loan nodification services offered or
performed by any person ot her than the owner or servicer of the | oan.

(30) "Third-party service provider" neans any person other than the
|i censee or a nortgage broker who provides goods or services to the
licensee or Dborrower in connection with the preparation of the
borrower's |l oan and includes, but is not [imted to, credit reporting
agencies, real estate brokers or salespersons, title insurance
conpani es and agents, appraisers, structural and pest inspectors, or
escrow comnpani es.

(31) "Unique identifier" means a nunber or other identifier
assigned by protocols established by the nationw de ((rertgage))

nmultistate |icensing system ((ard—+egistry)).

Sec. 2. RCW 31.04. 025 and 2012 ¢ 17 s 1 are each anended to read
as foll ows:

SB 5207. SL p. 6
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(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—sueh—}loan—ts—made—under—the
authority of- chapter 63. 14 RCW).

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

(a) Any person doi ng business under, and as permtted by, any |aw
of this state or of the United States relating to banks, savings banks,
trust conpani es, savings and | oan or building and | oan associ ations, or
credit unions;

(b) Entities making | oans under chapter 19.60 RCW (pawnbroki ng);

(c) Entities conducting transactions under chapter 63.14 RCW
(retail installnment sales of goods and services), unless ((t+he—goods
betng—sobd—in—a—retar-t—instatHbrent—sale—consist—ol—open—ltoopprepatd
access {prepaid access as defined in 31 CF R Part 1010 100(ww and
ot —elosed —bLoop — prepard —access —as —debped — 1 —31L —CFR-—Part
1816160k )) credit 1is extended to purchase nerchandi se
certificates, coupons, open_or_closed |oop stored_ value, or_other
simlar itens issued and redeenmable by a retail seller other than the
retail seller extending the credit;

(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 neking loans made to government or governnent
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 governnent programthat provides funding or access to
funding for single-famly housing devel opnents or grants to | owincone
i ndi viduals for the purchase or repair of single-famly housing;

(1) Nonprofit housing organizations making |oans, or |oans nade,
under housing progranms that are funded in whole or in part by federal
or state prograns if the primary purpose of the prograns is to assi st

p. 7 SB 5207. SL
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| ow-i ncome borrowers wth purchasing or repairing housing or the
devel opment of housing for |owinconme Wishington state residents;
((and))

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

(k) I'ndividuals enployed by a Iicensed residential |oan servicing
conpany, unless so required by federal |aw or regul 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,
maki ng or servicing |oans when the director determnes it necessary to
facilitate comrerce and protect consuners. The director may adopt
rules interpreting this section.

(4) The burden_of proving the application for_ an_exenption_or
exception froma definition, or a preenption of a provision of this
chapter, is upon_the person_ claimng the exenption, exception, or
preenption.

Sec. 3. RCW31.04.027 and 2012 ¢ 17 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;

SB 5207. SL p. 8
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(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
terms 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
wth the departnent 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 with respect to the value of the property;

(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;

(12) Advertise any rate of interest wthout conspicuously
di scl osing the annual percentage rate inplied by that rate of interest
( { or—otherwse—Tatt—to—conply—wth—any—reguirerent—of—the—truth—in

(13) Violate any applicable state or federal lawrelating to the
activities governed by this chapter; or
(14) Make |l oans fromany unlicensed | ocation.

Sec. 4. RCW 31. 04. 035 and 2010 ¢ 35 s 2 are each anended to read
as foll ows:

(1) No person may ((enrgage—+nthe bustness—ofrmaking)) nmake secured

or unsecured | oans of noney((5)) or things in action, or extend credit,

p. 9 SB 5207. SL
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( (or—things—h—aetion-)) or ((servieing)) service or nodify the terns

or conditions_of residential nortgage |oans, w thout first obtaining
and nmaintaining alicense in accordance with this chapter, except those
exenpt under RCW31. 04. 025.

(2) If atransaction violates subsection (1) of this section, any:

(a) Nonthird-party fees charged in connection with the origination
of the residential nortgage |oan_nust be refunded to_the_ borrower,
excluding interest charges; and

(b) Fees or interest charged in the nmaking of a nonresidential |oan
nust be refunded to the borrower.

Sec. 5. RCW 31. 04. 093 and 2012 ¢ 17 s 4 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 denonstrate within its application
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, infornmed 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 |license issued under this
chapter if the director finds that:

SB 5207. SL p. 10
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(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 tinme
of the original application for the |icense, 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 |license with respect
to which grounds for revocation or suspensi on 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 Iicenses issued to the |icensee.

(4) The director may inpose fines of up to one hundred doll ars per
day, per violation, 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 renoving 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 omssion of material information from an

p. 11 SB 5207. SL
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application for a license that, if 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) A violation of RCW 31.04.027, 31.04.102, 31.04.155, or
31.04.221; or

(f) Failure to obtain a license for_ activity that requires_a
license.

(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, paynment to the departnent for
purposes of financial literacy and education prograns authorized under
RCW 43. 320. 150. If any person subject to this chapter makes a paynent
to the departnent under this section, the person may not advertise such
paymnent .

(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 imedi ately issue a tenporary cease and desi st order
The order may direct the Iicensee to discontinue any violation of this
chapter, to take such affirmative action as is necessary to conply with
this chapter, and may include a sumary suspension of the licensee's
license and may order the licensee to imedi ately cease the conduct of
busi ness under this chapter. The order shall becone effective at the
tinme specified in the order. Every tenporary cease and desi st order
shall include a provision that a hearing will be held upon request to
determ ne whether the order wll becone permanent. Such hearing shal
be held within fourteen days of receipt of a request for a hearing
unl ess otherw se specified in chapter 34.05 RCW

(9) A licensee 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
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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.

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

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

(12) A_license_issued_under this_chapter expires__upon_the
licensee's failure to conply with the annual assessnent requirenents in
RCW 31.04.085, and the rules. The departnent nust provide notice_of
the expiration to the address of record provided by the licensee. On
the 15th day after the_ departnent provides notice, if the assessnent
remai ns unpaid, the license expires. The |licensee nust receive notice
prior to expiration and have the opportunity to stop the expiration as
set forth in rule.

Sec. 6. RCW31.04.102 and 2009 ¢ 120 s 6 are each anended to read
as follows:

(1) For all loans nmade by a |licensee that are not secured by alien
on real property, the licensee nust make di sclosures in conpliance with
the truth in lending act, 15 U S.C. Sec. 1601 and regulation Z, 12
C.F.R Part 226, and all other applicable federal |aws and regul ati ons.

(2) For all loans made by a licensee that are secured by a |ien on
real property, the licensee shall provide to each borrower within three
busi ness days followng receipt of a l|loan application a witten
di scl osure containing an item zed estimation and explanation of all
fees and costs that the borrower is required to pay in connection with
obtaining a loan fromthe licensee. A good faith estinmate of a fee or
cost shall be provided if the exact amount of the fee or cost is not
avai l abl e when the disclosure is provided. D sclosure in a form which
conplies with the requirenents of the truth in |lending act, 15 U S. C
Sec. 1601 and requlation Z, 12 C.F.R Part 226, the real estate
settlenment procedures act and regulation X, 24 C.F.R Sec. 3500, and

p. 13 SB 5207. SL



© 00 N O Ol WDN

N NN NRRRRRRRRPR R
W NNk O O oo N O D WOWDN - O

24
25
26
27
28
29
30
31
32
33
34
35
36
37

all other applicable federal |aws and regul ati ons, as now or hereafter
anended, shall be deened to constitute conpliance with this disclosure

requi renment. Each licensee shall conply with all other applicable
federal and state | aws and regul ati ons.
(3) In addition, for all loans nmade by the licensee that are

secured by a lien on real property, the |licensee nmust provide to the
borrower an estimate of the annual percentage rate on the |loan and a
di scl osure of whether or not the |oan contains a prepaynent penalty
within three days of receipt of a |oan application. The annual
percentage rate must be calculated in conpliance with the truth in
| ending act, 15 U.S.C. Sec. 1601 and regulation Z, 12 CF. R Part 226.
If a licensee provides the borrower with a disclosure in conpliance
with the requirenents of the truth in | ending act within three business
days of receipt of a |loan application, then the Iicensee has conplied
with this subsection. If the director determnes that the federal
government has required a disclosure that substantially neets the
objectives of this subsection, then the director my nmake a
determnation by rule that conpliance wth this federal disclosure
requi renent constitutes conpliance wth this subsection.
(4) In addition for all consunmer |oans made by the |icensee that
are secured by alien onreal property, the |licensee nust ((previde—the
A [ +r)) conply with

RCW 19. 144. 020.

Sec. 7. RCW31.04.105 and 2009 ¢ 120 s 7 are each anended to read
as follows:

Every |icensee may:

(1) Lend noney at a rate that does not exceed twenty-five percent
per annum as determned by the sinple interest nmethod of cal culating
i nterest owed;

(2) I'n connection with the making of a | oan, charge the borrower a
nonr ef undabl e, prepaid, | oan origination fee not to exceed four percent
of the first twenty thousand dollars and two percent thereafter of the
princi pal anmpbunt of the |oan advanced to or for the direct benefit of
the borrower, which fee may be included in the principal bal ance of the
| oan;

(3) Agree with the borrower for the paynment of fees to third
parties other than the |licensee who provi de goods or services to the
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licensee in connection with the preparation of the borrower's | oan,
including, but not Ilimted to, credit reporting agencies, title
conpani es, appraisers, structural and pest inspectors, and escrow
conpani es, when such fees are actually paid by the licensee to a third
party for such services or purposes and may include such fees in the
anmount of the | oan. However, no charge nmay be coll ected unless a | oan
is made, except for reasonable fees properly incurred in connection
wth the appraisal of property by a qualified, i ndependent,
professional, third-party appraiser selected by the borrower and
approved by the lender or in the absence of borrower selection,
sel ected by the | ender;

(4) I'n connection with the maki ng of a | oan secured by real estate,
when the borrower actually obtains a |oan, agree with the borrower to
pay a fee to a nortgage broker that is not owned by the |icensee or
under common ownership with the |licensee and that perforned services in
connection wth the origination of the |oan. A licensee may not
recei ve conpensation as a nortgage broker in connection with any | oan
made by the |icensee;

(5) Collect at the tine of the loan closing up to but not exceeding
forty-five days of prepaid interest;

(6) Charge and collect a penalty of not nore than ten percent of
any installnment paynent delinquent ten days or nore;

((66))) (7) Collect from the debtor reasonable attorneys' fees
actual expenses, and costs incurred in connection with the collection
of a delinquent debt, a repossession, or a foreclosure when a debt is
referred for collection to an attorney who is not a salaried enployee
of the licensee;

((6H)) (8) Make open-end | oans as provided in this chapter;

((68))) (9) Charge and collect a fee for dishonored checks in an
anount approved by the director; and

((69)) (10) In accordance with Title 48 RCW sell insurance
covering real and personal property, covering the life or disability or
both of the borrower, and covering the involuntary unenpl oynent of the
borrower.

Sec. 8. RCW31.04.155 and 2001 ¢ 81 s 12 are each anended to read
as follows:
The licensee shall keep and use in the business such books,
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accounts, records, papers, docunents, files, and other information as
will enable the director to determ ne whether the |icensee is conplying
with this chapter and wwth the rules adopted by the director under this
chapter. The director shall have free access to such books, accounts,
records, papers, docunents, files, and other information wherever
| ocated. Every licensee shall preserve the books, accounts, records,
papers, docunents, files, and other information relevant to a |loan for
at least ((twenty—f++ve—months)) three years after making the fina
entry on any loan. No licensee or person subject to exam nation or
investigation under this chapter shall wthhold, abstract, renove,
mutilate, destroy, or secrete any books, accounts, records, papers,
docunents, files, or other information.

Each |licensee shall, on or before the first day of March of each
year, file a report wth the director giving such relevant information
as the director nay reasonably require concerning the business and
operations of each |icensed place of business conducted during the
precedi ng cal endar year. The report nust be made under oath and nust
be in the formprescribed by the director, who shall make and publish
annual |y an anal ysis and recapitulation of the reports. Every |licensee
that fails to file a report that is required to be filed by this
chapter within the tinme required under this chapter is subject to a
penalty of fifty dollars per day for each day's delay. The attorney
general may bring a civil action in the nanme of the state for recovery

of any such penalty.

Sec. 9. RCW31.04.221 and 2009 ¢ 120 s 10 are each anended to read
as follows:

An individual defined as a nortgage |oan originator shall not
engage in the business of a nortgage |oan originator wthout first
obtai ning and nmai ntaining annually a license under this chapter ((326+
Laws—of—2009)). Each |licensed nortgage | oan originator nust register
with and maintain a valid unique identifier issued by the nationw de

((mertgage)) nultistate Iicensing system ((and—+egist+y)).

Sec. 10. RCW 31.04.290 and 2010 c 35 s 9 are each anended to read
as follows:

(1) A residential nortgage |loan servicer nust conply with the
foll ow ng requirenents:
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(a) The requirenents of chapter 19.148 RCW

(b) Any fee that is assessed by a servicer nust be assessed within
forty-five days of the date on which the fee was incurred and nust be
explained clearly and conspicuously in a statenent mailed to the
borrower at the borrower's |ast known address no nore than thirty days
after assessing the fee;

(c) Al ampunts received by a servicer on a residential nortgage
| oan at the address where the borrower has been instructed to nake
paynments nust be accepted and credited, or treated as credited, wthin
one business day of the date received, provided that the borrower has
provided sufficient information to credit the account. |f a servicer
uses the scheduled nethod of accounting, any regularly schedul ed
paynment nmade prior to the schedul ed due date nust be credited no | ater
than the due date. |If any paynent is received and not credited, or
treated as credited, the borrower nust be notified of the disposition
of the paynment within ten business days by mail at the borrower's | ast
known address. The notification nust identify the reason the paynent
was not credited or treated as credited to the account, as well as any
actions the borrower nust take to nmake the residential nortgage |oan
current;

(d) Any servicer that exercises the authority to collect escrow
anounts on a residential nortgage loan held for the borrower for
paynment of insurance, taxes, and other charges with respect to the
property shall collect and nmake all such paynents from the escrow
account and ensure that no late penalties are assessed or other
negati ve consequences result for the borrower;

(e) The servicer shall nake reasonable attenpts to conply with a
borrower's request for information about the residential nortgage |oan
account and to respond to any dispute initiated by the borrower about
the | oan account. The servicer:

(1) Must maintain witten or electronic records of each witten
request for information regarding a dispute or error involving the
borrower's account until the residential nortgage loan is paidin full,
sold, or otherw se satisfied; and

(ii) Must provide a witten statenment to the borrower wthin
fifteen business days of receipt of a witten request from the
borrower. The borrower's request nust include the nane and account
nunber, if any, of the borrower, a statenent that the account is or may
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be in error, and sufficient detail regarding the infornmation sought by
the borrower to permt the servicer to conply. At a mnimm the
servicer's response to the borrower's request nust include the
foll ow ng information:

(A) Wether the account is current or, if the account is not
current, an explanation of the default and the date the account went
into default;

(B) The current balance due on the residential nortgage | oan,
i ncluding the principal due, the amount of funds, if any, held in a
suspense account, the anount of the escrow balance known to the
servicer, if any, and whether there are any escrow deficiencies or
shortages known to the servicer;

(C The identity, address, and other rel evant information about the
current hol der, owner, or assignee of the residential nortgage |oan
and

(D) The telephone nunber and mailing address of a servicer
representative with the informati on and authority to answer questions
and resol ve di sputes; and

(( L I : : . v chi I
H— e+ —of —this—subseection —not-—exceedi-ng —thirty —doHars—per
staterent—and) )

(f) Pronptly correct any errors and refund any fees assessed to the
borrower resulting fromthe servicer's error.

(2) I'n addition to the statenent in subsection (1)(e)(ii) of this
section, a borrower nay request nore detailed information from a
servicer, and the servicer nust provide the information within fifteen
busi ness days of receipt of a witten request fromthe borrower. The
request nust include the nanme and account nunber, if any, of the
borrower, a statenent that the account is or may be in error, and
provi de sufficient detail to the servicer regarding informtion sought
by the borrower. If requested by the borrower this statenment nust
i ncl ude:

(a) Acopy of the original note, or if unavail able, an affidavit of
| ost note; and

(b) A statenment that identifies and item zes all fees and charges
assessed under the | oan transaction and provides a full paynent history
identifying in a clear and conspicuous manner all of the debits,
credits, application of and di sbursenent of all paynents received from
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or for the benefit of the borrower, and other activity on the
residential nortgage loan including escrow account activity and
suspense account activity, if any. The period of the account history
shall cover at a mninumthe two-year period prior to the date of the
receipt of the request for information. If the servicer has not
serviced the residential nortgage loan for the entire two-year tine
period the servicer shall provide the information going back to the
date on which the servicer began servicing the hone | oan, and identify
the previous servicer, if known. If the servicer clains that any
del i nquent or outstanding suns are owed on the honme |oan prior to the
t wo-year period or the period during which the servicer has serviced
the residential nortgage |oan, the servicer shall provide an account
history beginning with the nonth that the servicer clains any
out standi ng suns are owed on the residential nortgage | oan up to the
date of the request for the information. The borrower nay request
annual |y one statenment free of charge.

Sec. 11. RCW31.04.293 and 2010 ¢ 35 s 10 are each anended to read
as follows:

(1) In addition to any other requirenents under federal or state
| aw, an advance fee may not be collected for residential nortgage |oan
nodi fication services ((urless—a)).

(2) A witten disclosure summary of all material terns((;—+a—the

has—been)) of the services to be provided nust be provided to the
borrower.

((2)) (38) The departnent shall adopt by rule a nodel witten
((fee—agreerent)) disclosure sunmary, and any ot her rul es necessary to
i npl ement this section. This may include, but is not limted to, usual
and customary fees for residential nortgage | oan nodification services.

Sec. 12. RCW31.04.297 and 2010 ¢ 35 s 11 are each anended to read
as follows:

(1) In addition to conmplying with federal Iaw and all requirenents
for loan originators wunder this chapter, third-party residential
nort gage | oan nodi fication services providers nust:

(a) Provide a witten ((fee)) disclosure summary as described in

RCW 31. 04. 293 ( ( before—aceceptinganyadvancefee));
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(b) Not receive ((an)) advance ((fee—greater—than—seven—hundred
Hity—doHars)) fees;

(c) Not charge total fees in excess of usual and custonmary charges,
or total fees that are not reasonable in light of the service provided,
and

(d) I'mediately informthe borrower in witing if the owner of the
loan requires additional information from the borrower, or if it
becones apparent that a residential nortgage | oan nodification is not
possi bl e.

(2) As a condition for providing a loan nodification or |oan
nodi fi cation servi ces, third-party resi denti al nort gage | oan
nodi fication services providers and individuals servicing a residenti al
nort gage | oan nust not require or encourage a borrower to:

(a) Sign a waiver of his or her |egal defenses, counterclains, and
other legal rights against the servicer for future acts;

(b) Sign a waiver of his or her right to contest a future
forecl osure;

(c) Waive his or her right to receive notice before the owner or
servicer of the loan initiates foreclosure proceedi ngs;

(d) Agree to pay charges not enunerated in any agreenent between
the borrower and the | ender, servicer, or owner of the |oan; or

(e) Cease communication wth the lender, investor, or |oan
servi cer.

(3) Failure to conply with subsection (1) of this section is a
viol ati on of RCW19. 144. 080.

Passed by the Senate March 5, 2013.

Passed by the House April 9, 2013.

Approved by the Governor April 22, 2013.

Filed in Ofice of Secretary of State April 23, 2013.
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