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AN ACT to amend the banking law, in relation to registration of
nor t gage
| oan originators

The People of the State of New York, represented in Senate
and Assem
bly, do enact as follows:

1 Section 1. The banking |l aw is anended by adding a new article
12-E to
2 read as follows:
3 ARTI CLE 12-E
4 REG STERED MORTGAGE LOAN ORI G NATORS
5 Section 599-a. Legislative purpose.
6 599-b. Definitions.
7 599-c. Registration and applicati on.
8 599-d. Educati on requirenents.
9 599-e. Exenpti ons.
10 599-f. Required records.
11 599-g. Suspensi on and revocation.

12 599-h. Rules and regul ations.




13 § 599-a. Legislative purpose. The legislature deens it
necessary, in

14 order to ensure the public welfare, that nortgage | oan
originators who

15 originate nortgage loans on residential real property be
subj ect to

16 regul ation by the superintendent.

17 8§ 599-b. Definitions. As used in this article:

18 1. "Mortgage |loan originator" (MO neans any person
enpl oyed by or

19 affiliated with an originating entity, as deternm ned by the
superinten-

20 dent in his or her sole discretion, or any natural person
who as an

21 originating entity, or any substantial stockholder of an
originating

22 entity, engages in nortgage loan originating on residentia
property.

23 An MO shall not be deened to nean any natural person who is
an _origi-

24 nating entity, or any substantial stockholder of an originating
entity,

25 or any officer or nmanager of an originating entity that
supervi ses the

EXPLANATI ON--Matter in italics (underscored) is new, matter in
brackets
[-] is old law to be omtted.
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1 activities of M.Os and does not conmunicate directly with the
custoners
2 of the originating entity.

3 2. "Mortgage | oan originating" neans assisting a custoner of
an _origi-

4 nating entity by engaging in the solicitation, processing,
negoti ati on,

5 placing, nmaking and/or closing of the custoner's |oan; except
that an

6 MO shall not be deenmed to include any person who provides
clerical or

7 secretarial services or provides legally related services that
are not

8 provided directly by an attorney relating to nortgage |oan

originating

9 activities of an originating entity.

10 3. "Oiginating entity" neans a person or entity |icensed
or _regis-

11 tered pursuant to article twelve-D of this chapter

12 4. "Education courses" neans fornmal courses of |earning, or
i nstruc-

13 tional or training prograns which relate to the current
busi ness of




14 nortgage brokering and nortgage banki ng which shall be
consi stent with,

15 but not necessarily inclusive of, the curriculum
reconmendati ons of the

16 National Association of Mrtgage Brokers or the Mrtgage
Bankers Associ -

17 ation of Anerica. Such education courses or instructional or
training

18 prograns may i nclude courses or progranms as provided by or

sponsor ed
19 through the National Association of Mrtgage Brokers or the

Mor t gage

20 Bankers Association of Anerica through their New York state
affiliates,

21 or by or through any other industry trade associations,
originating

22 entities, or other entities as nmay be approved by the
superi ntendent, or

23 degree and non-degree granting institutions of post-secondary
educati on

24 chartered, approved or licensed by the Board of Regents. Any
i nstruc-
25 tional or training programshall, at a mnimum provide

i nstruction or

26 training in the current statutory and regulatory requirenents
and judi -

27 cial interpretations governing nortgage | ending and rea
estate trans-

28 actions and practices.

29 5. "Mortgage |l oan" and "residential real property" shall have
t he sane

30 neaning as such terns are defined pursuant to section five
hundr ed ni ne-

31 ty of this chapter.

32 6. "Person" neans an individual

33 § 599-c. Registration and application. 1. No person shall, on
or after

34 January first, two thousand seven, engage in nortgage |oan
originating

35 without first being registered by the superintendent as an M.O
pur suant

36 to this article, unless otherwise exenpt pursuant to
section five

37 hundred ninety-nine-e of this article or regul ations of the
superinten-

38 dent.

39 2. Upon the filing of an application for registration, if
t he super -

40 intendent shall find the general character and fitness and the
educati on

41 qualifications of the applicant are such as to warrant beli ef
that the

42 applicant will engage in nortgage | oan originating honestly,
fairly, and

43 efficiently within the purpose of this article, the
superi nt endent shal




44 thereupon register the applicant as an MO and issue a
certificate

45 attesting to such registration in duplicate. As part of such
applica-

46 tion, the applicant shall pay a fee as determned by the
superi nt endent

47 as an investigation and initial registration fee.
Not wi t hst andi ng any

48 other provision of this chapter or the state finance |aw to
t he contra-

49 ry, such fee shall constitute a general assessnent charge
pursuant _to

50 section seventeen of this chapter. The superintendent shal
transnmit one

51 copy of such certificate to the applicant and file another in
his or her

52 office. If the superintendent shall not so find, the
superi nt endent

53 shall not register such applicant and shall notify the
appl i cant of such

54 denial in witing; provided, however, the superintendent
shall retain

55 such initial fee for the expense of processing such application
and such

56 fee shall constitute a general assessnent charge pursuant
to section
S. 7431 3
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1 seventeen of this chapter, notw thstandi ng any ot her provision
of this

2 chapter or the state finance lawto the contrary and
not wi t hst andi ng

3 that such application is denied. Such registration shall renmain
in_ full

4 force and effect until it is surrendered by the registrant or

suspended
5 or revoked pursuant to this article, provided, however, that

such regis-

6 tration shall expire (i) upon failure to pay an annual
registration fee

7 to the superintendent in an anmount as determ ned by the
superi nt endent

8 which, notwi thstandi ng any other provision of this chapter or
the state

9 finance law to the contrary, shall <constitute a genera
assessnent

10 charge pursuant to section seventeen of this chapter, upon the

date any
11 such paynent is due or (ii) upon failure to satisfactorily

conpl ete any
12 education requirenent pursuant to section five hundred ninety-
nine-d of

13 this article. Such registration shall be reinstated if the
registrant

14 pays such registration fee or satisfactorily conpl etes any
such educa-




15 tion requirenment within sixty days of such expiration.

16 3. (a) The superintendent nay refuse to issue a certificate
pur suant

17 to this article if he or she shall find that the applicant (i)
has been

18 convicted of a crinme involving an activity which is a felony
under this

19 chapter or under article one hundred fifty-five, one hundred
seventy,

20 one hundred seventy-five, one hundred seventy-six, one
hundred ei ghty,

21 one hundred eighty-five, one hundred ninety, two hundred, two
hundr ed

22 ten or four hundred seventy of the penal |aw or any
conpar abl e fel ony

23 under the laws of any other state or the United States,
provi ded that

24 such crine would be a felony if commtted and prosecuted under
the | aws

25 of this state, or (ii) has had a registration revoked by the

superinten-
26 dent or a regulatory person or entity of another state that

regul at es

27 persons engaging in nortgage loan originating, or (iii)
has been a

28 director, partner, or substantial stockhol der of an
originating entity

29 which has had a registration or |icense revoked by the
superi ntendent or

30 a reqgulatory person or entity of another state that
regul at es persons

31 engaging in nortgage |loan originating, or (iv) has been an
enpl oyee,

32 officer or agent of, or a consultant to, an originating entity
whi ch has

33 had a registration or license revoked by the superintendent, a
regul at o-

34 ry person or entity of another state that regul ates persons
engaging in

35 nortgage | oan originating where such person shall have been
found by the

36 superintendent or by such sinmlar regulatory person or entity
of anot her

37 state to bear responsibility in connection with such
revocati on.

38 (b) For the purposes of this subdivision, a person shall be
deened to

39 have been convicted of a crine if such person shall have pled
guilty to

40 a charge thereof before a court or magistrate, or shall have
been found

41 guilty thereof by the decision or judgnent of a court or
nmagi strate or

42 by the verdict of a jury, irrespective of the pronouncenent of
sent ence

43 or the suspension thereof, unless such plea of guilty, or such
deci si on,




44 judgnent or verdict, shall have been set aside, reversed or
ot herwi se

45 abrogated by lawful judicial process or unless the person
convicted of

46 the crine shall have received a pardon therefor fromthe
presi dent of

47 the United States or the governor or other pardoning authority
in the

48 jurisdiction where the conviction was had, or shall have
received a

49 certificate of good conduct granted by the board of parole
pursuant _to

50 the provisions of the executive law to renove the disability
under this

51 article because of such conviction.

52 4. Application for a registration required under this article
shal | be

53 (i) submitted by such nethod and in such formas the
superi ntendent nay

54 prescribe; (ii) under oath; and (iii) contain the follow ng
i nf ormati on:

55 (a) The exact and | egal nanme and residence address of the
applicant,
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1 (b) The current business nane and address, if one, of the
originating

2 entity enploying the applicant or with which the applicant has
an affil-

3 iation; and

4 (c) Such other pertinent information as the
superi ntendent may

5 require.

6 5. Notwi thstanding article three of the state technol ogy |aw
or__any

7 other law to the contrary, the superintendent nmay require
t hat any

8 application for or renewal of a registration or for any other
subni ssi on

9 or approval as may be required by this article, be nmade or
executed by

10 electronic neans if he or she deens it necessary to ensure the
ef ficient

11 and effective adnministration of this article.

12 8§ 599-d. Education requirenents. Each MO shall, as a
condi ti on of

13 initial and subsequent annual registration, satisfactorily
conplete

14 education requirenents as prescribed pursuant to this section
and shal

15 submit acceptable proof of the sane as the superintendent
det erm nes

16 appropriate.
17 1. Wthin the last five years prior to approval or within

one year




18 after approval of an application for registration as an M.Q
such person

19 shall have conpl eted ei ghteen hours of education courses.

20 2. Notw t hstandi ng subdi vi sion one of this section or
subdi vi sion one

21 of section five hundred ninety-nine-c of this article,
an erson

22 enployed by or affiliated with an originating entity prior to
January

23 first, tw thousand seven, who engages in nortgage | oan
ori gi nati ng on

24 or after such date, shall conply with the registration and
educati on

25 requirenments prescribed by this article on or before January
first, two

26 thousand nine.

27 3. Following the initial registration period, each MO as a
condi tion

28 of maintaining registration as an MO, shall conplete a m ni mum
of eigh-

29 teen hours of education courses biennially.

30 4. Each biennial education requirenent shall include, but
not neces-

31 sarily be limted to, education courses in statutory and
regul atory

32 requirenents and judicial interpretations governi ng nortgage
| endi ng and

33 real estate transactions and practices; provided, however,
that three

34 hours of such requirenent consist of instruction in ethica
conduct in

35 the area of nortgage |oan originating or |ending practices.

36 8§ 599-e. Exenptions. 1. The provisions of this article
shall not

37 apply to an individual enployed by a bank, trust conpany,
private bank-

38 er, bank hol ding conpany, savings bank, savings and |oan
associ ati on,

39 thrift holding conpany or credit union organi zed under the
| aws of this

40 state, another state or the United States, or a subsidiary or
affiliate

41 of such a bank, trust conpany, private banker, bank hol di ng
conpany,

42 savi ngs bank, savings and | oan association, thrift hol ding
conpan or

43 <credit union; provided, however, any such affiliate or
subsi di ary

44 licensed or registered by the superintendent pursuant to
article

45 twelve-D of this chapter shall provide an educational program
or courses

46 for its enployees who engage in nortgage | oan originating as

defined by
47 this article on behalf of such subsidiary or affiliate, and

provi ded




48 further that such educational programor courses shall be the
subst an-

49 tial equivalent, as determ ned by the superintendent, of the
educat i onal

50 requirenents applicable to nortgage | oan originators as
required by this

51 article.

52 2. The provisions of this article shall not apply to an
i ndi vi dual who

53 is under an exclusive contract with an exenpt organization as
defi ned

54 pursuant to paragraph (e) of subdivision one of section
five hundred

55 ninety of this chapter, or an affiliate or subsidiary of
an__exenpt

56 organization to the extent that the individual is acting
within the
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1 scope of the individual's enploynent or exclusive contract and
is acting
2 within the scope of the charter, license, authority, approva
or certif-

3 icate of the exenpt organization or an affiliate or subsidiary
of the

4 exenpt organi zation; provided, however, any such affiliate or
subsidi ary

5 of such exenpt organi zation |licensed or registered by the
superi nt endent

6 pursuant to article twelve-D of this chapter, shall provide
an educa-

7 tional programor courses for individuals under exclusive
contract wth

8 such affiliate or subsidiary who engage in nortgage | oan
originating as

9 defined by this article on behalf of such affiliate or
subsidiary, and

10 provided further that such educational program or courses
shall be the

11 substantial equivalent, as determned by the superintendent,
of the

12 educational requirenents applicable to nortgage |oan
ori ginators as

13 required by this article

14 3. The provisions of this article shall not be deened to

require an
15 attorney at law in good standing in this state, who engages in

mor t gage
16 loan originating, to neet the registration or education

requirenments

17 prescribed pursuant to this article.

18 4. No enployee of, or a person affiliated with, an
originating entity

19 shall be subject to the registration or education requirenents
of this




20 article due solely to such enpl oyee or person assisting in the
perform

21 ance of the business activities of such originating entity
that are

22 incidental to the performance of any nortgage | oan
originating activ-

23 ities perfornmed by such originating entity.

24 5. No enpl oyee of, or a person affiliated with, an exenpt
organi zati on

25 shall be subject to the registration or education requirenents
of this

26 article due to such enployee or person assisting in the
per f or mance of

27 any business activities of a nortgage broker that is controlled

by, or
28 is a subsidiary of, such exenpt organization.
29 6. Variances to, or extensions of, the education

requirenments
30 prescribed pursuant to this article nay be granted by the

superi nt endent

31 (a) for reasons of health certified by an appropriate
health care

32 professional; (b) for extended active duty with the arned
forces of the

33 United States; or (c) for other good cause deened acceptable
by the

34 superintendent, in his or her sole discretion, which may
prevent satis-

35 factory or tinely conpletion of such requirenents.

36 7. Such other persons as nmay be exenpt pursuant to
regul ati ons of the

37 superintendent.

38 8§ 599-f. Required records. 1. Each originating entity shal
obtai n and

39 retain acceptable docunentation, as determ ned by the
superi ntendent in

40 his or her sole discretion, of the satisfactory conpletion of
educati on

41 courses required pursuant to this article by each MO
enpl oyed by or

42 affiliated with such originating entity and shall provide such
docunen-

43 tation at the request of the superintendent.

44 2. The superintendent shall naintain upon the internet web-
page of the

45 departnment a list of the M.Os registered and i n good standi ng.
Such |i st

46 shall indicate the nane, registration nunber and current
originating

47 entity, if any, enploying each MLO or with whom such MO is
affiliated.

48 Each originating entity shall on a quarterly basis in each
cal endar year

49 advise the superintendent, in witten or electronic form of
any M.Gs

50 enployed by or affiliated with such originating entity and
shal |l al so




51 advise in such report of any dism ssal for cause of an M.O
enpl oyed by

52 or affiliated with such originating entity during such quarter
which is

53 due or based upon an alleged violation of this chapter.

54 § 599-g. Suspension and revocation. The superintendent nmay
suspend or

55 revoke the registration of any M.O upon notice and
hearing, for any
56 violation of this chapter.
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1 § 599-h. Rules and regul ations. The superintendent is hereby
aut hor -

2 ized and enpowered to make such rules and regul ati ons as nay
in his or
3 her judgnent be necessary or appropriate for the effective
adm ni s-
4 tration or enforcenent of this article.
5 § 2. Section 22 of the banking | aw, as added by chapter
321 of the
6 laws of 1992, subdivisions (a) and (b) as anended by chapter
302 of the
7 laws of 2003, is anmended to read as foll ows:
8 § 22. Fingerprints. (a) Notwi thstanding any ot her
provi sion of |aw,
9 every applicant for a license or registration under
articles nine,
10 nine-A, eleven-B, twelve-B, twelve-C, twelve-D, twelve-E and
thirteen-B
11 of this chapter and every applicant filing an application to
acquire
12 control of any licensee or registrant, as the case nmay be,
under such
13 articles shall submt simultaneously with an application, his
or her
14 fingerprints in such formand in such manner as specified by
the divi -
15 sion of crimnal justice services, but in any event, no |ess
than two
16 digit inprints. The superintendent shall submit such
fingerprints to the
17 division of crimnal justice services for the purpose of
conducting a
18 crimnal history search and returning a report thereon in
accor dance
19 with the procedures and requirenments established by the
di vi si on pursu-
20 ant to the provisions of article thirty-five of the executive
[ aw, which

21 shall include the paynent of the prescribed processing fees.
The super-
22 intendent shall request that the division submt such

fingerprints to
23 the federal bureau of investigation, together with the
processing fees



24 prescribed by such bureau, for the purpose of conducting a
crim nal
25 history search and returning a report thereon. An applicant

or _regis-
26 trant shall not be required to submt his or her

fingerprints as

27 required by this subdivision if such applicant or registrant
(i) is

28 already subject to regulation by the departnent and the
applicant or

29 registrant has submitted such fingerprints to the department,
such fing-

30 erprints have been submitted to the division of crimnal
justice

31 services for the purpose of conducting a criminal history
search, and a

32 report of such search has been received by the departnent
from such

33 division; or (ii) is subject to regulation by a federal bank
regul atory

34 agency and has subnmitted such fingerprints to such agency which
has had

35 a crimnal history search conducted of such individual and
has shared

36 such information or its determnation resulting from such
search with

37 the departnment; or (iii) is an officer or stockhol der of a
corporation

38 whose common or preferred stock is registered on a nationa
securities

39 exchange, as provided in an act of congress of the United
States enti -

40 tled the "Securities Exchange Act of 1934", approved June
sixth, nine-

41 teen hundred thirty-four, as anended, or such other exchange
or market

42 systemas the superintendent shall approve by regulation,
and has

43 subnmitted such fingerprints to such exchange or narket system
whi ch has

44 had a crinminal history search conducted of such individual
and has

45 shared such information or its determination resulting from
such search

46 wth the departnent; provided, however, that the
superi ntendent nay

47 subsequently require such applicant or registrant to subnit
his or her

48 fingerprints if the superintendent has a reasonable basis for
updati ng

49 the infornmation or determination resulting fromthe report of
the crim -

50 nal history search conducted at the request of such
f ederal banki ng

51 agency, exchange or narket system

52 (b) The superintendent shall also, concurrent with an
i nvestigation of




53 a licensee or registrant pertaining to a violation of this
chapter,

54 submit such fingerprints to the division of crimnal justice
services

55 for the purpose of conducting a crimnal history search and
returning a

56 report thereon and through the division to the federal bureau
of inves-
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1 tigation for the purpose of a fingerprint check of such
l'icensee or

2 registrant.

3 (c) For purposes of this section, "applicant” or
"registrant” shal

4 include a natural person or such principal, officer, director,
trustee

5 or stockholder of any other entity as may be designated by
t he super-

6 intendent. Notw thstanding any other provision of this
article, the

7 superintendent shall not access crimnal history data or

i nformati on,

8
directly crim-
9 nal history data or

di ssem nati on

10 agreenment with the superi
provisions of this

11 section.

12 § 3. Subdivisions 1, 2
law, as

13 anended by
2004, are

unl ess any agency from whi ch the superintendent

recei ves

informati on has entered into a use and

nt endent consistent with the

and 5 of section 39 of the banking

section 1 of part FF of chapter 59 of the | aws of

14 anended to read as foll ows:

15 1. To appear and explain an apparent violation. Wenever
it shall

16 appear to the superintendent that any banking organi zati on,
bank hol di ng

17 company, registered nortgage broker, |icensed nortgage
banker, regis-

18 tered nortgage |loan originator, |icensed Iender, |icensed
casher of

19 checks, licensed sales finance conpany, |icensed
i nsurance prem um

20 finance agency, licensed transnitter of noney, |icensed budget
pl anner,

21 out-of-state state bank that maintains a branch or

branches in this

22 state, or foreign banking corporation |licensed by the
superintendent to

23 do business or nmmintain a representative office in this
state has

24 violated any |aw or regulation, he or she may, in his or her

di scretion,



25 issue an order describing such apparent violation and
requiring such

26 banking organization, bank hol ding conpany, registered
nor t gage broker,

27 licensed nortgage banker, registered nortgage | oan originator,
i censed

28 lender, |licensed casher of checks, licensed sales finance
company,

29 licensed insurance premum finance agency, |icensed
transmitter of

30 noney, licensed budget planner, out-of-state state bank that

mai ntai ns a

31 branch or branches in this state, or foreign banking
corporation to

32 appear before himor her, at a tine and place fixed in said
order, to

33 present an explanation of such apparent violation.

34 2. To discontinue unauthorized or unsafe and unsound
practices. Wen-

35 ever it shall appear to the superintendent that any banking
or gani za-

36 tion, bank holding conpany, registered nortgage broker,
licensed nort -

37 gage banker, registered nortgage loan originator, |icensed
| ender

38 licensed casher of checks, licensed sales finance conpany,
l'i censed

39 insurance premum finance agency, licensed transmtter of
noney,

40 |icensed budget planner, out-of-state state bank that maintains
a branch

41 or branches in this state, or foreign banking corporation
i censed by

42 the superintendent to do business in this state is conducting
busi ness

43 in an unauthorized or unsafe and unsound manner, he or she
may, in his

44 or her discretion, issue an order directing the discontinuance
of such

45 unauthorized or wunsafe and unsound practices, and fixing a
time and

46 place at which such banki ng organi zati on, bank hol di ng
conpany, regis-

47 tered nortgage broker, licensed nortgage banker, registered
nor t gage

48 |loan originator, licensed |lender, |licensed casher of checks,
i censed

49 sales finance conpany, |icensed insurance premum finance
agency,

50 licensed transmtter of nobney, |icensed budget planner

out-of -state

51 state bank that mmintains a branch or branches in this state,
or foreign

52 banking corporation may voluntarily appear before hi mor her
to present

53 any explanation in defense of the practices directed in said
order to be



54 disconti nued.

55 5. To keep books and accounts as prescribed. Wenever it
shall appear

56 to the superintendent that any banking organi zation, bank
hol di ng conpa-
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1 ny, registered nortgage broker or licensed nortgage banker,
regi stered

2 nortgage loan originator, licensed |ender, licensed casher of
checks,

3 licensed sales finance conpany, |icensed insurance prem um
finance agen-

4 cy, licensed transmtter of noney, l|icensed budget planner,
agency or

5 branch of a foreign banking corporation licensed by the
superi nt endent

6 to do business in this state, does not keep its books and
accounts in

7 such manner as to enable himor her to readily ascertain its
true condi -

8 tion, he or she may, in his or her discretion, issue an order
requiring

9 such banking organization, bank holding conmpany, registered
nort gage

10 broker, licensed nortgage banker, registered nortgage | oan
origi nator,

11 licensed |lender, Ilicensed casher of checks, licensed
sal es finance

12 conmpany, licensed insurance prem um finance agency, |icensed
transmitter

13 of noney, |icensed budget planner, or foreign banking

corporation, or

14 the officers or agents thereof, or any of them to open and
keep such

15 books or accounts as he or she may, in his or her discretion,
det er m ne

16 and prescribe for the purpose of keeping accurate and
conveni ent records

17 of its transactions and accounts.

18 8§ 4. Paragraph (a) of subdivision 1 of section 44 of the
banki ng | aw,

19 as anended by section 9 of part O of chapter 59 of the |aws of
2006, is

20 anended to read as foll ows:

21 (a) Wthout Iimting any power granted to the superintendent
under any

22 other provision of this chapter, the superintendent may, in a
proceedi ng

23 after notice and a hearing, require any safe deposit conpany,
i censed

24 lender, |icensed casher of checks, licensed sales finance
conpany,
25 licensed insurance prenmum finance agency, |icensed

transmtter of



26 noney, |icensed nortgage banker, registered nortgage broker,
regi stered

27 nortgage loan originator, or licensed budget planner to
pay to the

28 people of this state a penalty for any violation of this
chapter, any

29 regulation pronulgated thereunder, any final or tenporary
order issued

30 pursuant to section thirty-nine of this article, any condition
i nposed

31 in witing by the superintendent or banking board in connection
with the

32 grant of any application or request, or any witten
agreenent entered

33 into with the superintendent.

34 8§ 5. Subdivision 1 of section 591-a of the banking |aw, as
anended by

35 section 53 of part O of chapter 59 of the laws of 2006, is
amended to

36 read as follows:

37 1. An application to becone registered as a nortgage broker
shal |  be

38 in witing, wunder oath, in such formas shall be
prescri bed by the

39 superintendent, and shall be acconpanied by the fingerprints
of the

40 applicant. Such fingerprints shall be subnmitted to the division
of crim

41 inal justice services for a state crimnal history record
check, as

42 defined in subdivision one of section three thousand thirty-
five of the

43 education law, and nmay be subnmtted to the federal bureau of
i nvesti -

44 gation for a national crimnal history record check. Such
application

45 shall contain the name and conpl ete busi ness and resi dentia
address or

46 addresses of the applicant, or if the applicant is a
partnership, asso-

47 ciation, corporation or other form of business organization,
t he nanes

48 and conpl ete busi ness and residenti al addresses of each nenber,
director

49 and principal officer thereof. Such application shall also
include an

50 affirmation of financial solvency noting such capitalization
require-

51 nments as may be required by the superintendent, and such
descri ptions of

52 the business activities, financial responsibility,
educati onal back-

53 ground and general character and fitness of the applicant
as may be

54 required by the superintendent. Such application shall be
acconpani ed by




55 an investigation fee payable to the superintendent as
prescri bed pursu-
56 ant to section eighteen-a of this chapter.
S. 7431 9
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1 § 6. This act shall take effect January 1, 2007; provided,
however,

2 that prior to such date, the addition, anendnent and/or repea
of any

3 rule or regulation necessary for the inmplenentation of this act
shal I be

4 pronulgated by the superintendent of banks; provided further,
however,

5 that the superintendent of banks in his or her sole
di scretion, may

6 postpone any date prescribed by this act by which any person
or entity

7 subject to any requirenents of this act nust be in conpliance
wi th such

8 requirements until such date or dates as the superintendent
of banks

9 determnes shall achieve the effective inplenmentation of such
require-
10 nments.

NEW YORK STATE ASSEMBLY
MEMORANDUM IN SUPPORT OF LEGISLATION
submitted in accor dance with Assembly Rulelll, Sec 1(e)

Bl LL NUVBER: A10802
SPONSOR: Greene (M)

TITLE OF BILL: An act to anmend the banking law, in relation to regis-
tration of nortgage | oan originators

PURPOSE: To inprove the professionalismof the nortgage industry by
providing for the registration of individual nortgage |oan originators
and by setting educational standards for such individuals.

SUMVARY OF PROVI SIONS: This bill adds a new Article 12-E (sections
599-a through 599-h) to the Banking Law to govern Regi stered Mortgage
Loan Originators (MGOs).

This article provides that nortgage |oan originators -- i.e. persons
enpl oyed by, or affiliated with, a |licensed nortgage banker or a regis-
tered nortgage broker -- nust be individually registered by the Super-

i ntendent of Banks. The Superintendent shall nmaintain a listing on the
Banki ng Departnent's webpage of registered M.GCs.

The bill sets forth standards for the Superintendent to approve or
di sapprove of an application. The Superintendent is also authorized to



suspend or revoke an MLO s registration for violating the Banking Law.

Each MLO nust satisfactorily conpl ete educational requirenents. For the
initial registration, the person nust have conpleted 18 hours of cours-
es, either within 5 years prior to approval or within one year after
approval . Once registered, an M.O nust conplete 18 hours of education
courses biennially, including 3 hours of required instruction in

et hi cal

conduct in the area of nortgage | oan originating or |ending.

A person who has been enployed by a |icensed nortgage banker or a
regis-

tered nortgage broker prior to the effective date of this |aw shal
have

until January 1, 2009 to conmply with the registration and educationa
requi rements enacted by this | aw

Persons exenpt fromthe requirenments of this new article include

enpl oy-

ees of nortgage bankers and nortgage brokers whose role is only inci-
dental to nortgage loan originating activities. Persons enpl oyed by
banki ng institutions are al so exenpt. Enployees of an affiliate or
subsidiary of a banking institution are exenpt, provided however that
such affiliate or subsidiary nust provide an equi val ent educati onal
program or courses for its own enpl oyees.

The Superintendent of Banks is authorized to postpone any of the dead-
lines and tinmefranes for conpliance with this act as determ ned neces-
sary to achieve the effective inplenentation of such requirenents. The
Superintendent is given the discretion to grant variances and

ext ensi ons

for meeting the educational requirenents.

The bill also anmends sections 22, 39 and 44 of the Banking Law to
provide that M.Os are subject to the fingerprinting requirenents, the
Superintendent's enforcenment powers and the civil penalty provisions of
t he Banki ng Law.

EXI STING LAW Article 12-D of the Banking Law currently provides for
the licensing of nortgage bankers and the registration of nortgage
brokers. However, there currently is no requirenment that persons in

t he

nortgage |l ending industry be individually registered, nor are there any
educational requirenents or standards for such persons.

JUSTI FI CATION:  This bill seeks to inprove the professionalism of

i ndividuals in the nortgage lending industry. It would al so strengthen
t he Banking Departnment's ability to oversee and regul ate the industry.
The bill has two nmain conponents: it would require the registration of
i ndi vi dual nortgage |loan originators, and it would set educationa

st an-

dards for such individuals.

New Yor k' s Banki ng Departnent, and regulators in other states, have
identified that individuals who engage in abusive practices tend to
nove

from conpany to conpany, and also fromstate to state. As a result,
state regulators, through the Conference of State Bank Supervisors, are
wor king to devel op a nationwi de regi stry of nortgage conpani es and
their

enpl oyees. Such a system would hel p i ncrease accountability and profes-




sionalismin the industry, and assist regulators in identifying and
tracking any bad actors. This bill would greatly assist the Banking
Departnent in its efforts to oversee the nortgage industry and protect
consuners. It would also benefit the vast majority of nortgage bankers,
nort gage brokers and their enpl oyees who operate in a professiona
manner but are unfairly tarnished by the actions of these bad actors.
In order to further protect and pronote the integrity of the industry,
and inprove the quality of service to the consuner, the bill would
establ i sh educational requirenments for enpl oyees of nortgage bankers
and

nortgage brokers. In order to be effective and to properly serve
consum

ers, nortgage bankers and nortgage brokers should have a solid under-
standi ng about all aspects of the nortgage business, including a thor-
ough know edge of state and federal |aws and Banki ng Depart nent
regul ati ons which govern the nortgage i ndustry. The conti nui ng
educati on

requi rement recogni zes that the laws, regulations and practices
concer n-

ing the nortgage i ndustry keep changi ng, and that nortgage bankers and
nort gage brokers need to keep inforned of these changes.

Currently, applicants for many other types of |icenses, such as an

i nsurance broker's license or a real estate broker's license, mnust
conpl ete certain educational and exam nation requirenments. Once
licensed, these individuals nmust also fulfill continuing education
requirements. This bill establishes sinilar requirenents for nortgage
bankers and nortgage brokers.

FI SCAL | MPLI CATI ONS: None to the State. The Banking Departnent is
funded by the regul ated financial services industry. Therefore, any

i ncreased costs incurred by the Departnent in registering nortgage |oan
originators will be borne solely by the financial services industry.

LOCAL FI SCAL | MPLI CATI ONS: None

EFFECTI VE DATE: January 1, 2007




