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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2025
H 2
HOUSE BILL 762
Committee Substitute Favorable 4/15/25
Short Title:  Modernize NC S.A.F.E. Act. (Public)
Sponsors:
Referred to:

April 7, 2025

A BILL TO BE ENTITLED
AN ACT TO MODERNIZE THE NORTH CAROLINA SECURE AND FAIR
ENFORCEMENT (S.A.F.E) MORTGAGE LICENSING ACT.
The General Assembly of North Carolina enacts:
SECTION 1. Article 19B of Chapter 53 of the General Statutes reads as rewritten:
"Article 19B.
"The Secure and Fair Enforcement Mortgage Licensing Act.
"Part 1. Application, Licensing, Examination, and Enforcement.

"§ 53-244.010. Title.

This aet-Article may be cited as the "North Carolina Secure and Fair Enforcement (S.A.F.E.)
Mortgage Licensing Act."

"§ 53-244.020. Purpose and construction.

(a) Purpose. — A primary purpose of this Article is to protect consumers seeking
residential mortgage loans and to ensure that the mortgage lending industry operates without
unfair, deceptive, and fraudulent practices on the part of mortgage loan originators. Therefore,
the General Assembly establishes within this Article an effective system of supervision and
enforcement of the mortgage lending industry by giving the Commissioner of Banks broad
administrative authority to administer, interpret, and enforce this Article and adopt rules
implementing this Article in order to carry out the intentions of the General Assembly.

(b) Construction. — It is the intent of the General Assembly that the provisions of this
Article be liberally construed to effect the purposes stated or clearly encompassed by the Article.
"§ 53-244.030. Definitions.

For purposes of the-this Article, the following definitions apply:

(1 “Affiliatemeansany-Affiliate. — Any company that controls, is controlled by,
or is under common control with another company, as set forth in the Bank

Holding Company Act of 1956 (12 U.S.C. § 1841, et seg-);-as-amendedirom

time-to-time-seq.)
2) Audited-Statement-of Financial Conditionmeans—a—Audited statement of
financial condition. — A statement of financial condition prepared in

accordance with generally accepted accounting principles and certified by a
certified public accountant as fairly and accurately reflecting the financial

condition of the licensee as of the date speeified-in-the-statement-specified.
(2a) “Banking Commission—means—the—Banking Commission. — The North

Carohna Banklng Commlssmn —Fer—th%pa-rpes&eﬁeempl—ymg—wi&&hrsﬁf&ele
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(2b)

Bona fide nonprofit. — Has the same meaning as in 12 C.F.R. §

3)

“)

&)

(6)

(7

®)

(€))

(10)

(1)

1008.103(e)(7)(i1).

“Branch-manager—means-the-individeal- Branch manager. — A mortgage loan
originator who meets the requirements of G.S. 53-244.050(b), has at least
three years of residential mortgage lending experience, and is assigned to, s
in charge of, and #s-responsible for the business operations of a branch effice
of-a-morteage broker-or-mortgage-fenderoffice.
“Braneh-officemeans-an-Branch office. — An office of a mortgage broker or
mortgage lender that is open to the public, separate and distinct from the
meortgage-broker's-orJender's-principal effiee-office, and consists of at least
one enclosed room or building of stationary construction from which its
employees engage in the mortgage business. A branch office shall not be
located at an individual's home or residence.

“Certitied-Statement-of Finanetal-Condition—means—a-Certified statement of
financial condition. — A statement of financial condition prepared in
accordance with generally accepted accounting principles and certified by the
preparer or licensee as fairly and accurately reflecting the financial condition
of the licensee as of the date speeified-in-the-statement:specified.
“Commisstoner—means—the—Commissioner. — The North Carolina
Commissioner of Banks and the Commissioner's designees.FEer-the-purpese

“Ceontrel~means-the-Control. — The power, directly or indirectly, to direct the

management or policies of a company, whether through ownership of
securities, by contract, or otherwise. Any person that (i) is a director, general
partner, or executive officer; (ii) directly or indirectly has the right to vote ten
percent (10%) or more of a class of voting security or has the power to sell or
direct the sale of ten percent (10%) or more of a class of voting securities; (iii)
in the case of a limited liability company, is a managing member; or (iv) in
the case of a partnership, has the right to receive upon dissolution, or has
contributed, ten percent (10%) or more of the capital, is presumed to control
the company.
“Depesttory-institation—has-Depository institution. — Has the same meaning
as in section 3 of the Federal Deposit Insurance Aet-Act, as periodically
amended, and includes any credit union whose share and deposit accounts are
insured by the National Credit Union Administration under the Federal Credit
Union AetAct, as periodically amended.
“Pwelling"means-a-Dwelling. — A residential structure that contains one to
four units, whether or not that structure is attached to real property. The term
includes an individual condominium unit, cooperative unit, manufactured
home, mobile home, or trailer if it is used as a residence.
“Employee—means—an-Employee. — An individual who has an employment
relationship with a mortgage broker, mortgage lender, er-mortgage servicer
and-servicer, or mortgage origination support registrant, who is treated as a
common law employee for purposes of compliance with the-federal income
tax faws-laws, and whose income is reported on IRS Form W-2.
“Engaging—in—the—mortgage—business—means:Engaging in the mortgage
business. — Any of the following:
a. For compensation or gain, or in the expectation of compensation or
gain, either directly or indirectly, to accept or offer to aceept-accept,
or to solicit or offer to solicit, an application for a residential mortgage

House Bill 762-Second Edition
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(11a)

(12)

(13)

| ; el Liei e Liei dential
fnefegag%}e&n—ﬁfem—pfespeeﬁa%beﬂewelﬁs,—loan, to negotiate the
terms or conditions of a residential mortgage lean—with-prospeetive

berrowers—loan, to issue residential mortgage loan eemmitments—or
commitments, to issue interest rate guarantee agreements—to
prospeetive-borrowers;-agreements for residential mortgage loans, or
to engage in tablefunding of residential mortgage loans, whether any
steh-of these acts are done through contact by telephone, by electronic
means, by mail, or in person with the borrowers or prospective
borrowers.

b. To make or fund, er—offer to make or fund, or advance funds on
residential mortgage loans for compensation or gain, or in the
expectation of compensation or gain.

C. %Ee—eng&gHLh%ther—fer—For compensation or gain from another or on
one's own behalf, in-the-bustness-of recervingany-scheduled-periodie
paﬁqﬁen%s—ffem—a—beﬁewer—pursuant to the terms of any-a_ remdenhal

ﬁmfegagHew—loan or the servicing deeumeﬂ%s—documents or
sememg—eemmet—er—e%hem&s%t&contract to do any of the following:

To collect or receive payments on existing obligations due and

owing to the mortgage lender or mortgage servicer, including

payments of principal, interest, escrow amounts, and other

amounts due.

To collect fees due to the mortgage lender or mortgage

servicer.

To work with the borrower and the mortgage lender or

mortgage servicer to collect data and make decisions necessary

to modify certain terms of those obligations either temporarily

or permanently.

To finalize collection through the foreclosure process under

Chapter 45 of the General Statutes, forfeiture under Chapter

47H of the General Statutes, or repossession.

5. To service a reverse mortgage loan.

d. To meet the definition of the term "servicer" in 12-5-S-€-§2605)(2)
with-respeettoresidential-mortgageloans:12 U.S.C. § 2605(1)(2).

This term does not apply to timeshare instruments, as defined in G.S. 93A-41.
“Execlustve—morteagebroker—means—an—Exclusive mortgage broker. — An
individual who acts as a mortgage broker exclusively for a single mortgage
lender or mortgage broker licensee or a single exempt mortgage lender and
who is licensed pursuant to G.S. 53-244.050(b)(3). Unless otherwise
indicated, an exclusive mortgage broker shall-be-is subject to the requirements
of a mortgage broker under this Article.

“Eederal-bankinsasenecies—means-the-Federal banking agency. — The Board

of Governors of the Federal Reserve System, the Office of the Comptroller of

the Currency, the—Office—ofThrift Supervision,—the National Credit Union

Administration, and-or the Federal Deposit Insurance Corporation.

Ummediatefamilymember—meansalmmediate family member. — A spouse,

child, sibling, parent, grandparent, er—grandchild, or the spouse of an

[t

[«

|+
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(14)
(15)

(16)

7)

(18)

(19)

(20)

immediate family member. This term includes stepparents, stepchildren,
stepsiblings, and adoptive relationships.

Undividualmeans-anataral person:Individual. — A human being.
“Licensee—means—a—Licensee. — A mortgage loan originator, transitienal
mortgage—Joan—originator,—exclusive mortgage broker, mortgage broker,
mortgage lender, or mortgage servicer er—other—person—whe—is—licensed
pursuant to this Article.

“Loan-processor-or-underwriter—means—an-Loan processor or underwriter. —
An individual who performs clerical or support duties as an employee at the
direction of and subject to the supervision and instruction of a person Leensed
licensed, registered, or exempt from licensing under this Article. Clerical or
support duties may include, subsequent to the receipt of an
apphieation:application, both of the following:

a. The receipt, collection, distribution, and analysis of information
common for the processing or underwriting of a residential mortgage
loans-andloan.

b. Communicating with a consumer to obtain the information necessary

for the processing or underwriting of a residential mortgage loan, to
the extent that seeh-the communication does not include effering—or
negotiatingJoan—rates—orterms—offering, negotiating, or counseling
consumers abeut-with respect to residential mortgage loan rates or
terms.
Any persen-individual who represents to the public, through advertising or
other means of communication, or provides information, including the use of
business cards, stationery, brochures, signs, rate lists, or other promotional
items, that the individual can or will perform any of the activities of a
mortgage loan originator shall-netbe-is not deemed to be a loan processor or
underwriter under this definition.
“Loss—mitigation—speetalist—means—an—Loss mitigation specialist. — An
employee of a mortgage lender or mortgage servicer authorized to (i) collect
or receive payments, including payments of principal, interest, escrow
amounts, and other amounts due on existing residential mortgage loans due

and-owing-to-the icensed-lender-or-servicer-when the borrower is in default
or inreasonablyforeseeable likelthood-of-defauvlt-when default is imminent,

(i) work with the borrower to collect data, and—or (iii) make decisions
necessary to modify, either temporarily or permanently, certain terms of those
residential mortgage loans or to otherwise finalize collection through the
foreclosure process. Sueh-These decisions shal-include any change in the
principal amount of the debt, the rate of annual interest charged, the term of
the loan, the waiver of any fees or charges, including late charges, the deferral
of payments, or any other similar matter.
“Make-a-restdential-mortgageloan—means—+to-Make a residential mortgage
loan. — To advance funds, to offer to advance funds, to make a commitment
to advance funds to a borrower under a mortgage loan, or to fund a residential
mortgage loan.

“Mertgagebroker—means—a-Mortgage broker. — A person engaged in the
mortgage business as defined in sub-subdivision a—efsubdiviston-H-(11)a.
of this section.

“Mertgagelender—means—a—Mortgage lender. — A person engaged in the
mortgage business as defined in sub-subdivision b—efsabdivisien-H-(11)b.

House Bill 762-Second Edition
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of this section. However, the-definition-this term does not include a person
whe-that acts as a mortgage lender only in a tablefunding transaction.
(21) —Meftgage—}eaﬂ—eﬂgma%erimeaﬂs—Mortgage loan originator. —
An individual who for compensation or gain or in the expectation of
compensation or gain, whether through contact by telephone, by
electronic means, by mail, or in person with prospective borrowers,
etther:does any of the following:

1.

Takes a residential mortgage loan application or offers or
negotiates the terms or conditions of a residential mortgage
loansloan.

Accepts or offers to accept applicationsformertgageoans;an
application for a residential mortgage loan.

Solicits or offers to solicit a-an application for a residential
mortgage lean;loan.

Issues residential mortgage loan commitments or interest rate
guarantee agreements to prospective borrowers.

C. The term does not #nelude:zinclude any of the following:

1.

2.

House Bill 762-Second Edition

An individual engaged solely as a loan processor or
wnderwriter;underwriter.
A person er—entity—that only performs real estate brokerage
aetivittes—activity and is licensed or registered as such in
accordance with State law, unless the person er—entity—is
compensated by a mortgage lender, amortgage broker, or ether
mortgage loan eﬂgmaffer—er—biehaﬂ-yhageﬂt—ef—a—meﬁgage—leﬂéer—
oqe 0 3 or;originator.
A person Qi;eﬁt-tt-yLSOlely 1nv01ved in extensmns of credit or
sale of timeshare instruments relating to timeshare plans, as
that-termis-defined in G=S-—93A-4H3H;-0rG.S. 93A-41.
An individual who only informs a prospective borrower of the
availability of persons engaged in the mortgage business, does
not take or assist in the completion of a loan application, and
does not discuss specific terms or conditions of a residential
mortgage loan. The taking of basic preapplication information
for facilitating a residential mortgage loan transaction, such as
the name and contact information of the prospective borrower,
the  prospective  borrower's own  assessment  of
creditworthiness, desired loan types, and resources to make a
down payment, but not including social security number, credit
score, credit or employment history, or specific rates of a
desired residential mortgage loan, to connect prospective
borrowers to persons engaged in the mortgage business does
not prevent an individual from qualifying for this exclusion.

Page 5
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(21a)

(22)

(23)

(24)

(25)

(26)

27)

5. An individual who is a salesperson for a licensed manufactured
housing retailer that performs the purely administrative and
clerical tasks of physically handling or transmitting to a
heensed—meortgageloan—originator—licensee _on behalf of a
prospective borrower an application and other forms
completed by the prospective borrower. Nothing in this subpart
sub-sub-subdivision prohibits a salesperson, upon the written
request of a mertgageJoan—originater—licensee and after a
prospective borrower completes an application, from pulling
and transmitting a credit report with the application.

An individual acting solely as a loss mitigation specialist under
12 C.F.R. Part 1007, Appendix A, unless the Consumer
Financial Protection Bureau amends this regulation to provide
that acting as a loss mitigation specialist constitutes taking a
loan application.

"Mortgage origination support registrant” or “registrant—means-a registrant."”
— A person engaged exclusively in the processing or underwriting of
residential mortgage loans and not engaged in the mortgage business.

“Mertgage-servieer—means-aMortgage servicer. — A person that is directly or
indirectly engaged in the mortgage business whe-directly-orindirectly-engages
in-the-mertgage-business-as defined in sub-subdivision e—efsubdiviston-H

( ll)c of th1s section. ThlS term 1nc1udes master serv1cers

[

hee&smg—system—NMLS — The Nat10nw1de Mortgage Llcensmg System and

Registry, also known as the Nationwide Multistate Licensing System and
Registry, including the State Examination System and any other electronic
successor systems developed and maintained by the Conference of State Bank
Supervisors and the American Association of Residential Mortgage
Regulators for the leensing—andregistration—oftecensed—mortgageloan
eriginaters:licensing, registration, and supervision of persons under this
Article, pursuant to 12 U.S.C. § 5102(6) and 12 C.F.R. Part 1008.
“Neontraditional—mertgage—produet—means—any—Nontraditional mortgage
product. — Any residential mortgage loan product other than a 30-year fixed
rate mortgage.

“Person—means—an—Person. — An individual, partnership, limited liability
company, limited partnership, corporation, association, or other group
engaged in joint business activities however organized.
“Prineipal-officemeans—a-Principal office. — A principal place of business
that shall consist of at least one enclosed room or building of stationary
construction in which negotiations of residential mortgage loan transactions
may be conducted and carried on in privacy and in which all of the books,
records, and files pertaining to residential mortgage loan transactions relating
to borrowers in this State are maintained. A principal office shall not be
located at an individual's home or residence.
“Qualifying—individual"—means—a—person—Qualifying individual. — An
individual who meets the experience—and—other—requirements of
G-5-53-244-050(b)-G.S. 53-244.050(b), has at least three years of residential
mortgage lending or servicing experience, and who agrees to be primarily

responsible for the operations of a licensed-mortgagebroker—or-meortgage
lender-or-meortgageservieerlicensee or registrant.

House Bill 762-Second Edition
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(28)

(29)

(30)

3D

(32)

(33)

“Real-estate-brokerage-aetivity —means-any-Real estate brokerage activity. —

Any activity that involves offering or providing real estate brokerage services
to the public, inelading:including any of the following:
a. Acting as a real estate agent or real estate broker for a buyer, seller,

lessor, or lessee of real preperty;property.
b. Bringing together parties interested in the sale, purchase, lease, rental,

or exchange of real preperty;property.

C. Negotiating, on behalf of any party, any portion of a contract relating
to the sale, purchase, lease, rental, or exchange of real property, other
than in connection with providing financing with respect to any such
transacton:transaction.

d. Engaging in any activity for which a person engaged-in-the-aetivity-is

required to be registered or licensed as a real estate agent or real estate

broker under Chapter 93A of the General Seatu{es—&ndStatutes

“Registered-mortgageloan-originator —means-any-Registered mortgage loan

originator. — Any individual who meets the definition of mortgage loan
originator, is registered with-with and maintains a unique identifier through

the Nationrwide-Morteage LicensineSystem—andRegistry-NMLS. and is an

employee ef:of any of the following:

a. A depository mstitetionsinstitution.
b. A subsidiary that is owned and controlled by a depository institution
and regulated by a federal banking ageney;-oragency.

C. An institution regulated by the Farm Credit Administration.

eside ag : 3% e r—means—any—Residential
mortgage loan — AnV loan or obhgatron made or represented to be made to a
natural-person—or—persens—one or more individuals primarily for personal,
family, or household use that is secured by a mortgage, deed of trust, or other
equivalent consensual security interest on a dwelling located within this State
or residential real estate upon which is constructed or intended to be
constructed a dwelling._This term includes reverse mortgage loans under
Article 21 of this Chapter and contracts for deed under Chapter 47H of the
General Statutes.
“Residential real-estatemeans-anyResidential real estate. — Any real property
located in this State upon which is constructed or intended to be constructed a
dwelling.
RESPA"means-the-RESPA. — The Real Estate Settlement Procedures Act,

12 U.S.C. § 2601, et seg--astt-may-be-hereatteramended-seq.
“Fablefunding"means—a—Tablefunding. — A transaction in which a person

closes a residential mortgage loan in its own name bat-with funds provided by
another and—in—to which the residential mortgage loan is assigned te—the

mortgage-lender-actuallyprovidingthe funds-within one business day of the
#u-ﬁdmg—ef—ehe—lean—remdentlal mortgage loan S fundmg

House Bill 762-Second Edition Page 7
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(34) “Uniqueidentifier—meansaUnique identifier. — A number or other identifier
assigned by protocols established by the NationwideMeortgageLicensing

SystemandRegistr=NMLS.
"§ 53-244.040. License and registration requirements.
(a) Except as provided in subsection (d) of this section, no person smay-shall engage in

the mortgage business or act as a mortgage loan originator with respect to any dwelling located
in this State without first obtaining and maintaining a license under this Article. It shall-be-is

unlawful for any persens—individual, other than an exempt person—or—a—personticensed—as—a
transitional-mortgageloan-originator-individual, to act as a mortgage loan originator without a

mortgage loan originator lieense;—whieh-license that authorizes an individual who is employed
by a heensee-mortgage broker or mortgage lender holding a license as provided in subsection (b)
of this section to conduct the business of a mortgage loan originator.

Except as provided in subdivision (c1) of this section, no person shall act as a mortgage
origination support registrant with respect to any dwelling located in this State without first
obtaining and maintaining a registration under this Article. It is unlawful for any person, other
than an exempt person, to act as a mortgage origination support registrant without registration
that authorizes a registrant to sponsor and employ licensed mortgage loan originators to control
and supervise the registrant's loan processors or underwriters in accordance with this Article, 12
U.S.C. § 5102(5), and 12 U.S.C. § 5103(b).

(al) In anticipation of satisfaction of all requirements necessary to obtain a license as a

mortgage loan orlgmator under this Artlcle a—&&ns&&e&al—meﬁg&g&lea&eﬂgﬁ}a{er—heens%may

ef—s&eh—aﬁ—}ss&aﬂeeer—detefmmaﬁe&an 1nd1V1dua1 18 deemed to have temporarv authorlt\/ to act

as a mortgage loan originator in this State to the extent authorized by, and subject to the terms
and conditions prescribed in, 12 U.S.C. § 5117. A mortgage lender or mortgage broker that
employs an individual who is deemed to have temporary authority to act as a mortgage loan
originator in this State pursuant to this section is subject to the requirements of this Article to the
same extent as if the individual was a licensed mortgage loan originator. An individual who is
deemed to have temporary authority to act as a mortgage loan originator in this State pursuant to
this section and acts a mortgage loan originator is subject to the requirements of this Article to
the same extent as if the individual was a licensed mortgage loan originator.

(b) Eeur-Five types of licenses are granted to entities—persons under this Article, and it
shall-be-is unlawful for any person, other than an exempt person, to engage in the mortgage
business without one of the following licenses:

(1) A mortgage broker license authorizes a person to act as a mortgage broker as
defined in G-5-—-53-244-03019)-G.S. 53-244.030.

2) A mortgage lender license authorizes a person to act as a mortgage lender as
defined in G5—353-244-030(20)—G.S. 53-244.030, a mortgage broker as

defined wrderG-5-—353-244-030(19);-in G.S. 53-244.030, and spen-a registrant
as defined in G.S. 53-244.030. Upon notice to the Commissioner, a licensed

mortgage lender may also act as a mortgage servicer as defined in G=S-

53-244-03022)-G.S. 53-244.030.

Page 8 House Bill 762-Second Edition



O 01O N K~ W~

General Assembly Of North Carolina Session 2025

3) A mortgage servicer license authorizes a person to act only as a mortgage

servicer as defined in G-=5-53-244-03022).G.S. 53-244.030.

4) An exclusive mortgage broker license authorizes apersen-an individual to act
as an  exclusive  mortgage broker as defined in GS-

53-244-030(H-a)-G.S. 53-244.030.

3) A mortgage loan originator license authorizes the individual to act as a

mortgage loan orlglnator as defined in G.S. 53 244.030.

(©) 3 0 3 : g0 4
Each person hcensed or reglstcred under th1s Article shall reglstcr with and malntaln a Vahd
unique identifier issued by the Nattonwide Meortgage LicensingSystem-and Registry-NMLS.

(c1) A registrant operating in this State must-shall register with the Commissioner. Upon
issuance of the registration, a registrant is—autherized—to—may sponsor and employ licensed

mortgage loan originators ertransitional-mertgagetoan-originators-to control and supervise the
reglstrants loan processors or undcrwntcrs in accordance wilh e V—of—+the Houstre—and
R ~ R —this Article, 12 U.S.C. §
5102(5) and 12 U S C.§ 5103(b) Nothlng in thls subsecuon shal—l—b%eensm&ed—as—at&heﬂﬂ-ng
authorizes a registrant to engage in the mortgage business.
(d) The following are exempt from all provisions of this Article except the-provisiensof
G-5—53-244111:G.S. 53-244.111 and, where applicable, may also service residential mortgage
loans.

(1) Registered  mortgage loan  originators as defined in G-
53-244-030(29)%;G.S. 53-244.030.

2) Any individual who offers or negotiates terms of a residential mortgage loan
with or on behalf of an-the individual's immediate family member ef-the
individeal-when making the family member a residential mortgage lean:loan.

3) Any individual seller who offers or negotiates terms and makes a residential
mortgage loan secured by the dwelling that served as the selling individual's
residenece:residence.

“4) An attorney licensed pursuant to Chapter 84 of the General Statutes who
negotiates the terms of a residential mortgage loan on behalf of a client in the
course of and incident to the attorney's representation of the client, so long as
the attorney does not hold himself or herself out as engaged in the mortgage

business and is not compensated by a mertgagelender,-a-mortgage-brokeror
other—mortgageloan—eoriginator—person licensed under this Article when

negotiating the terms of a residential mortgage lean;loan.

5) Any entity—person described in G.S. 53-244.030(29)a., b., or c., upon
aeeeptanee-filing of the-a notice of exemption fed-with the Commissioner as
specified in G5—353-244-050():G.S. 53-244.050(g) or Administrator as
specified in G.S. 53-244.050(h).

(6) Any officer or employee of an-entity-a person described in subdivision (5) of
this subsection when acting within the scope of his or her

empleyment:employment.

House Bill 762-Second Edition Page 9
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A person, as defined in 12 C.F.R. § 1026.2(a)(22), that as seller, receives in

one calendar year no more than three residential mortgage loans as security
for purchase money obligations, as specified in 12 C.F.R. § 1026.36(a)(4).
An estate or trust that, as seller, receives in one calendar year no more than

one residential mortgage loan as security for a purchase money obligation, as
specified in 12 C.F.R. § 1026.36(a)(5).
Any agency of the federal gsovernment or any state, local, or municipal

(12)

government, or their subsidiaries, making or servicing residential mortgage
loans under specific authority of the laws of any state, territory, or the United
States.

Any bona fide nonprofit corporation qualifying under section 501(c)(3) of the

13)

Internal Revenue Code that makes or services residential mortgage loans to
promote _home ownership or home improvements for disadvantaged
homeowners upon filing of a notice of exemption with the Commissioner as
specified in G.S. 53-244.050(g), so long as the corporation is not primarily in
the business of soliciting, brokering, making, or servicing residential
mortgage loans. Pursuant to 12 C.F.R. § 1008.103(e)(7)(i), mortgage loan
originators employed by a bona fide nonprofit corporation are not required to
be licensed under this Article.

A trust institution when acting in a fiduciary capacity, as defined in

(14)

G.S. 53-301(a)(2), upon filing of a notice of exemption with the
Commissioner as specified in G.S. 53-244.050(g).
A trustee of a trust created under the laws of any state or territory of the United

States that makes a residential mortgage loan to a qualified beneficiary of the
trust or an immediate family member of the grantor of the trust, upon filing of
a_ notice of exemption with the Commissioner as specified in
G.S. 53-244.050(g).

(e) Each mortgage broker, mortgage lender, er—ertgage—servicerticensed—under—this

Artiele;-mortgage servicer, or registrant licensed or registered under this Article, shall have-do

all of the following:

a

Have a qualifying individual who operates the business under that persen's

1nd1v1duals full charge control and superv1310n—Eaeh—mengage—bfeker—

OO 2 O~o ’ o

File through the Naﬁe%%eﬁgag&&ee&smg%y&tem—aﬂd%egﬂwNMLS

a form acceptable to the Commissioner indicating-theHeensee's-designation
of-designating a qualifying individual and eaeh-the qualifying individual's

acceptance of the responsibility.-Each-rortgage-brokermorteagelenderor

Notify the Commissioner within 15 days of any change in its designated
qualifying individual. Any individual licensee or registrant who operates as a
sole proprietorship shall qualify as and be eenstdered-the qualifying individual
for the purposes of this subsection.

) Mortgage lenders and mortgage brokers may-shall not operate branch offices, except
as permitted by this Article. Branch offices shall be located in the United States. Each prineipal
otffice-and-each-branch office of a mortgage broker or mortgage lender keensed-registered under
this Article shall have a branch manager who meets the experience requirements under G=S-
53-244.050(b)y—The-G.S. 53-244.030(3). If a mortgage lender or mortgage broker has no branch

Page 10
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offices, its qualifying individual fer-alticensee's-businessalso-may-serve-as-the-branch-manager
of-one-of the licensee's-branch-offices—shall be licensed as a mortgage loan originator to oversee

the origination activities conducted at the principal office. Each mortgage broker or mortgage
lender licensed under this Article shall file through the Natiorwide Meortgage LicensingSystem
andRegistry NMLS a form acceptable to the Commissioner indicating the licensee's designation
of a branch manager for each braneh—branch office. Each mortgage broker or mortgage lender
licensed under this Article shall notify the Commissioner within 15 days of the change of any
branch manager.

"§ 53-244.050. License and registration application; claim of exemption.

(a) Applicants fer-alticense-orregistration—shall have a principal office located in the

United States and shall apply through the Nationwide Meortgage Licensing System-andRegistry
NMLS on a form acceptable to the Commissioner-tneluding-Commissioner. An application shall

include the following information:

(D) The applicant's name and address, including street address, mailing address,
e-math-email, telephone contact information, and either the applicant's social
security number or taxpayer identification number.

) The applicant's form and place of organization, if applicable.

3) The applicant's proposed method of and locations for doing business, if
applicable.

4) The applicant's qualifications and business history ef-the—appheant-and, if
applicable, the business history of any partner, officer, er-director, any-person
or individual occupying a similar status or performing similar functions, or
any person directly or indirectly controlling the applicant, #relading:including
all of the following:

a. A description of any injunction or administrative order by any state or
federal authority to which the person is or has been subjeet;subject.
b. Any conviction, within the past +0-five years, of a misdemeanor

involving meral-turpitade-or-any fraud, false statement or omission,
any theft or wrongful taking of property, bribery, perjury, forgery,

counterfeiting, extortion, or conspiracy to commit any of these
offenses, or involving any financial service or financial service-related
business;-andbusiness.

c. Any felony conv1ct10ns

®)

bfeker—er—meftgagHeW}eer—fh%The apphcants fmanmal Condltlon credlt
hlstory, and busmess h+s$efy—aﬂd—w&h—respeet—te—aﬂﬂapphe&&eﬂ—fer—keeﬂsmg

(6) The applicant's consent to a federal and State-state criminal history record

check and a set of the applicant's fingerprints in a form acceptable to the
Commissioner. In the case of an applicant that is a person other than a-natural
persoens-an individual, each individual who has control of the applieanterwhe
is—applicant, the qualifying individual-individual, or a branch manager shall
consent to a federal and State-state criminal history record check and submit
a set of that individual's fingerprints pursuant to this subdivision.

(b) The eligibility requirements for an application ferlicensure-orregistration-under this

Article are as follows:
(D) Each individual applicant for licensure as a mortgage loan originator or

qualifying individual shall:shall satisfy all of the following requirements:
a. Be at least 18 years of age:age.
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b.

mortgage servicer.

Have satisfactorily completed, within the three years immediately
preceding the date of application, the mortgage lending prelicensing
education as required under G-S-53-244-070:—andG.S. 53-244.070.
However, an individual applicant holding a valid mortgage loan
originator license in any other state or territory shall receive credit for
the education completed under G.S. 53-244.070(e) if the individual
has completed all required continuing education for the preceding
year. This sub-subdivision does not apply to a qualifying individual
for a mortgage servicer.

Have passed, within the five years immediately preceding the date of
application, the test required under G.S. 53-244.080._However, an
individual applicant holding a valid mortgage loan originator license
in any other state or territory or a registered mortgage loan originator
shall receive credit for the passage of the test under G.S. 53-244.080,
except as otherwise provided in G.S. 53-244.080(e). This
sub-subdivision does not apply to a qualifying individual for a

da v PP

(1b) Each applicant for licensure as a mortgage lender, mortgage broker, or
mortgage servicer and each applicant for registration as a registrant shall
employ a qualifying individual.

(1c) Each applicant shall register any branch office of a mortgage lender or
mortgage broker and shall employ a branch manager.

(2) 1 n 100N o e oace o

If the applicant is a corporation, limited liability company, general or
limited partnership, association, or other group engaged in a joint
enterprise, however organized, at least one of its principal officers,
managers, or general partners shall have three years of experience in

residential mortgage lending er-ether-experience-or meet competency
requirements as the Commissioner may impose.
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3)

If an individual applicant to be licensed as a mortgage broker is a licensed
mortgage loan originator and meets the requirements for licensure as a
mortgage broker, but is not an employee as defined in G=5—53-244-03010)
G.S.53-244.030 and does not meet the experience requirements of
G.S. 53-244.050(b)(2)a., the individual may be licensed as an exclusive
mortgage broker upon compliance with all of the following:

a. Successfully completes the prelicensing education required under
G.S. 53-244.070.
b. Acts exclusively as a mortgage broker and shall be an agent for a single

mortgage lender or mortgage broker licensee or a single exempt

mortgage lender;-whe:lender that satisfies all of the following:

1. Shall be responsible for supervising the breker-individual as
required by this Article and in accordance with a plan of
supervision approved by the Commissioner in the
Commissioner's diseretionzdiscretion.

2. Shall sign the license application of the applieant;
andindividual.

3. Shall be jointly and severally liable with the breker-individual
for any claims arising from the broker's mortgage brokering
activities.

C. Shall be compensated on a basis that is not dependent upon the interest
rate, fees, or other terms of the loan brekered;—provided—that—this
brokered. This sub-subdivision shall-does not prohibit compensation
based on the principal balance of the loan.

d. Shall offer only fixed-term, fixed-rate, fully amortizing mortgage
loans originated by a single mortgage lender with substantially equal
monthly mortgage payments and without a prepayment penalty, unless

the Commissioner shal—-appreve;—approves, in the Commissioner's
discretion, the sale of other mortgage loan products for that lender.

e. Shall not handle borrower or other third-party funds in connection with
the brokering or closing of mortgage loans.
f. Shall meet the surety bond requirement of a mortgage broker or

otherwise be covered by a surety bond provided by the mortgage
lender or broker licensee or exempt mortgage lender of the lesser of
five million dollars ($5,000,000) or an amount equal to or greater than
the sum of the surety bond requirements for each exclusive mortgage
broker supervised by the broker or lender.

(c) In connection with an application for licensing as a mortgage loan originator,

transitional-mortgageJoan-origimator,_mortgage lender, mortgage broker, or mortgage servicer,

or registration as a registrant, the applicant and its owners, qualifying individual, and eentreling

control persons shall furnish to the Nattenwide-Mertgage Licenstng-SystemandRegistey NMLS

information concerning the applicant's identity, #relading:including all of the following:

)

2)

Fingerprints for submission to the Federal Bureau of Investigation and any
governmental agency or entity authorized to receive steh-this information for
a state, national, and international criminal history background check.

Personal history and experience in a form prescribed by the Nationwide

MertgageLicensingSystem—andRegistey-NMLS and the Commissioner to
ebtain:obtain both of the following:
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a. Independent credit reports obtained from a consumer reporting agency
described in seetion-603(p)-of-the Fair Credit ReportingAetand1S
U.S.C. § 168]1a.

b. Information related to any administrative, civil, or criminal findings

by any governmental Jurlsdlctlon

(c1) The Commissioner may, for good cause shown, permit equivalent information in lieu
of the information required by subsection (c) of this section for a control person of an applicant
that is not applying to be licensed as a mortgage loan originator. The Commissioner may request
authorization from the NMLS to obtain the information required by subsection (c) of this section
at any time.

(d) For the purposes of this section and in order to reduce the points of contact that the
Federal Bureau of Investigation may have to maintain for purposes of the criminal information
required by this section, the Commissioner may use the Natiopwide Meortgage Licensing System
and-Registry-NMLS as a channeling agent for requesting information from and distributing
information to the State Bureau of Investigation or any governmental agency.

(e) For the purposes of this section and in order to reduce the points of contact that the
Commissioner may have to maintain for purposes of the noncriminal information required by
this section, the Commissioner may use the Nationwide Meortgage Licensing-Systemand Registry
NMLS as a channeling agent for requesting and distributing information to and from any source
so directed by the Commissioner.

() For purposes of this section, the Commissioner may request and the State Bureau of
Investigation may provide a criminal record check to the Commlsswner for any pefsefﬂndlwdual
who éﬂ—has apphed for or holds af ¢ fende Q Morteag Morlgase

license or is a control person executive offlcer quahfvlng individual, or branch manager of a

person hcensed or reglstered under this Artlcle The Commlssmner shall prov1de the SEafee—Bﬂfeau

required-by-the-State-ornationalreposttories—individual's fingerprints, a signed consent form,

and any additional information required by the State Bureau of Investigation. The persen's
individual's fingerprints shall be used by the State Bureau of Investigation for a search of the
State's criminal history-reeordfte;records, and the State Bureau of Investigation shall forward a
set of the fingerprints to the Federal Bureau of Investigation for a national criminal histery-record

check. The State Bureau of Investigation may charge a fee for each-persontor-conductingthe
cheeks-of-eriminal-historyreeords-the services authorized by this section.

(2) Except as provided by subsection (h) of this section, persons engaged in the mortgage
business and exempt from licensure pursuant to G-5—53-244-040(H5)-G.S. 53-244.040(d)(5),
53-244.040(d)(10), 53-244.040(d)(1 1), and 53-244.040(d)(12) shall notify the Commissioner in
order to claim and confirm the exemption and to facilitate the referral of consumers that contact
the Commissioner. The Commissioner shall prescribe a form for saeh-a claim of exemption that
shall-eentatn:contains all of the following:

(D) The name of the exempt persen;person.

2) The basis of the exempt status-of-the-exempt-person;status.
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3) The principal business address and contact information for the exempt perses:
andperson.

4) The-State-If applicable, the state or federal regulatory authority responsible
for the exempt person's supervision, examination, or regulation.

(h) A State-state or federally chartered credit union may claim and confirm an exemption
from this Article by notifying the Administrator of the Credit Union Division of the Department
of Commerce and providing substantially the same information required by subsection (g) of this
section.

@) The Commissioner shall keep all information pursuant to this section privileged, in
accordance with applicable State law and federal guidelines, and the information shall-be-is
confidential and shal-retbe-is not a public record under Chapter 132 of the General Statutes.

"§ 53-244.060. Issuance of license or registration.

If an applicant satisfies the requlrements of G.S.53-244.040 and G. S 53-244.050, the

Commlssmner shall issue a mortga - & 3 ervicermortea :

fegs&&&t—fegrs&aﬁeﬁ—hcense or reglstratlon unless the Commlssmner flnds any of the followmg

(1) The applicant has had a mortgage loan originator or mortgage lender,
mortgage broker, or mortgage servicer license, or mortgage origination
support registrant registration or its equivalent, revoked in any governmental
jurisdiction, except that a subsequent formal vacation of the revocation shal
noet-be-is not deemed a revocation.

(2) The applicant or its eentreHing-control persons have been convicted of or
plead guilty or nolo contendere to a felony in a domestic, foreign, or military
eenrt:court as described in either of the following:

a. During the seven-year period preceding the date of the appheationtor
Licensing-andregistration;-orapplication.

b. At any time preceding the date of application, if the felony involved
an act of fraud, dishonesty, a breach of trust, or money laundering.

A pardon or expungement of a conviction shall-retbe-is not a conviction for

purposes of this subdivision.

3) The applicant or any of its eentreling-control persons have been convicted of
or plead guilty or nolo contendere to any charge in a domestic, foreign, or
military court, within the past five years, of a misdemeanor involving meral
turpitude—or—any fraud, false statement or omission, any theft or wrongful
taking of property, bribery, perjury, forgery, counterfeiting, extortion, or
conspiracy to commit any of these offenses, or involving any financial service
or financial service-related business.

4) The applicant has-or its control persons have demonstrated a lack of financial
responsibility, character, or general fitness such as to fail to command the
confldence of the commumty and to warrant a determmatlon that the meﬁgage

registrant— pphcant w111 operate honestly, falrly, and efflc1ent1y within the
purposes of this Article. For purposes of this subdivision, a person shows a
lack of financial responsibility when the person has shown a disregard in the
management of the person's own financial affairs. Evidence that a person has
not shown financial responsibility may tnelade:include any of the following:

a. Current outstanding judgments, except judgments resulting solely
from medical expenses:expenses.

b. Current outstanding tax liens or other government liens and
filings:filings.

c. Foreclosures within the past three years;-oryears.
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d. A pattern of serious delinquent accounts within the past three years.

4) The mortgage loan originator applicant has failed to complete the prelicensing
education requirement described in G.S. 53-244.070.

(6) The mortgage loan originator applicant has failed to pass a written test that
meets the requirements described in G.S. 53-244.080.

7 The mortgage lender, mortgage broker, er—mortgage servieer—servicer, or
exclusive mortgage broker applicant has failed to meet the surety bond
requirement described in G.S. 53-244.103.

(8) The mortgage lender, mortgage broker, or mortgage servicer applicant fails to
meet the minimum net worth requirement as described in G.S. 53-244.104.

&) The applicant's participation in the mortgage bustness-industry will not be in
the public interest.

"§ 53-244.070. Educational requirements for mortgage loan originators.

(a) Irerderte-To be eligible te-apphy-for a mortgage loan originator license, an individual
muast-shall complete at least 24 hours of prelicensing education approved in accordance with
subsection (b) of this section, which shall inelade:include all of the following:

(H Three hours of federal law-statutes and regulations;regulations.

2) Three hours of ethics, including instruction on fraud, consumer protection,
and fair lending issues;issues.

3) Two hours of training related to lending standards for the nontraditional

mortgage produets;-andproduct marketplace.

4 Four hours of North Carolina laws-statutes and regulatiens-rules.
(b) Prehcensmg educatlon courses and the course providers shall be reviewed and
approved by the N4 nd—Reo ne—reasonable

(©) Nothing in this section shal-preelade-precludes any prehcensmg education course,

approved by the N&&emad&Meﬁgag&I:}eeﬂsmg%ys{em—aﬂd—Reg}sﬂy—NMLS that is prov1ded
by the em h

ee&&ae%e%&s&b&d&g#e%&ffﬂta&%f—&%empl@%e&&%yapphcants employer or a
subsidiary or affiliate of the applicant's employer.

(d) Except as provided in subsection (e) of this section, prelicensing education may be
offered only in a classroom or classroom equivalent setting, as approved by the Nationwide

Moertgage Licensing-SystemandRegistr-NMLS.

(e) An—If an individual havirg—successfully eempleted—completes the prelicensing
educational requirements in any-other—state;—+f-another state and the requirements have been
approved by the NationwideMeortgageLicensingSystem—andRegistr,-NMLS, the applicant
shall be given credit for those hours toward the completion of the prelicensing requirements in
this State, other than the hours required under subdivision (a)(4) of this section.

) An individual previously licensed under this Article whose license expires and who
requests a-late renewal eftieense-pursuant to G.S. 53-244.101 mustshall prove that the individual
has completed all of the continuing education requirements for the preceding year.

"§ 53-244.080. Testing requirements for mortgage loan originators.

(a) An individual m&st—shall pass a quahfled wrltten test, as defined by subsectlon (b) of

this section, developed ; i

admlmstered by a test pr0V1der approved by the N&He&wrd&Me&gag%]:tee&smg%ysﬁem—aﬂd
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(b) A written test shall not be treated as a qualified written test unless the-testit adequately
measures the applicant's knowledge and comprehension in the following subject areas:
(1) Ethies;Ethics.
2) Federal law—andregulation—statutes and regulations pertaining to mortgage
eriginationsorigination.
3) Neorth—Carelinataw—and—regulation—State statutes and rules pertaining to
mortgage erigination;-andorigination.

4) Federal and Nerth-Carolinataw—and-regulations-State law relating to fraud,
consumer protection, the nontraditional mortgage preduets;—product

marketplace, and fair lending issues.
(©) Nothing in this section shal—prehibit—prohibits a test provider approved by the

Naﬁe&wéd%oﬁgag&lzreens%Systeﬁkand—Regstry—NMLS from proy1d1ng atest at the locat1on
of the em

th%appheant—apphcant S employer or a subsrdrary or affrhate of the apphcant S employer or the
location of any entity-whiteh-person that is licensed by North Carolina to engage in the mortgage

lending-business.
(d) An applicant shall be considered to have passed a qualified written test provided-the

appheant—aeh*eyes—by achreymg a test score of at least seyenty-flye percent Qé%}—eerreet—answers

(e) An applrcant may retake a test three consecutlye times W1th each consecutive test
occurring at least 30 days after the preceding test. After failing three consecutive tests, an
applicant must—shall wait at least six months before retaking the test. A formerly licensed

mortgage loan originator who fails to maintain a valid license for a period of five years or longer
must-shall retake the test.
"§ 53-244.090. Application fees.

(a) Every-applicantforinitiallicensure-Initial applicants shall pay a nonrefundable filing
fee of one thousand two hundred fifty dollars ($1,250) for licensure as a mortgage broker,
mortgage lender, or mortgage servicer, three hundred dollars ($300.00) for licensure as an
exclusive mortgage broker, or one hundred twenty-five dollars ($125.00) for licensure as a
mortgageloan-originator-ortransttional-mortgage loan originator.

Every-applicant-Initial applicants for aitial-registration as a mortgage origination support
registrant that are engaged exclusively as loan processors or underwriters shall pay a
nonrefundable filing fee ef-based upon the number of individuals they employ as loan processors

or underwriters: (1) two hundred f1fty dollars ($250. OO) for appl—reants—whe—empleyer—eon&aet

fewer than f1ye 1nd1y1duals (11) one thousand dollars ($l OOO) for appl-}eants—whe—empleffer

lean—preeessers—or—bmde%ﬁefs—more than 30 1nd1y1duals

In addition, every applicant for initial licensure or registration sust-shall pay the actual cost
of obtaining a credit report, State-state and national criminal history record checks, and the

processing fees requrred by the N&Heﬂ%qd%l\%)ftgageheensmg%ystem—and%egﬂ&y—NMLS
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del—l—ars—é!&%@@-@@)—uﬂder—tlﬁns—subsee&en—A hcensed mortgage broker or mortgage lender shall

register each branch office, including the address and designated branch manager, with the
Commissioner through the NMLS. In addition, the mortgage broker or mortgage lender shall pay
the actual cost of obtaining a credit report, state and national criminal history record checks, and
the processing fees required by the NMLS for the designated branch manager.
"§ 53-244.100. Active license or registration requirements and assignability.

(a) It is unlawful for any person to engagebe engaged in the mortgage busmess wrthout

first obtaining a license @ :

ae o LY ' e 1ssued by the Commrssroner under this
Artlcle It is unlawful for any person to employ, te-compensate, or te-appoint as its agent an
exclusive mortgage broker or a mortgage loan originator unless the persen-individual is a licensed

mortgage loan orlgmator or—a—traﬂsmoﬂal—mortgag%}eaﬂ—eﬂgnmor—under thls Article. Persons
. g ton-Lhis

subsectlon does not applv to the exempt persons spec1f1ed in G S. 53 244. 040( d).

(b) The license of a mortgage loan originator er-transitional-merteageJoan-originator-is
not effective during any period when that person is not employed by &)-a mortgage lender,
mortgage broker, mortgage servicer, or mortgage servicerteensed-underthis-Article-or(iH-a
mortgageorlgmatlon support reglstrant licensed or reglstered under this Ar&el%bﬁt—on}y—for—the

0 ers—Article. When a

mortgage loan orrgmator er—transmoﬂai—mortgag%}oaﬂ—oﬂgrnator—ceases to be employed by a
mortgage lender, mortgage broker, ermortgage servicerticensed-underthis-Article;oraservicer,
or mortgage origination support registrantregistered-under-this-Article;registrant, the mortgage

loan originator er—transttionalmertgageJoan—origiator—and the mortgage lender, mortgage
broker, er-mortgage semeer—heensed—under—thrs%r&el&or—thesemcer or mortgage or1g1nat10n

support registrant shall
prompthy-notify the Commlssmner in w&tmg—wrltmg W1th1n 30 davs The mortgage lender
mortgage broker, mortgage servicer, or mortgage origination support registrant shall include a
statement of the specific reason for the termination of the mortgage loan originator's er
transitional-mortgageJoan-originators—employment. A mortgage loan originator or transitional
mortgage loan originator shall not be employed simultaneously by more than one mortgage
lender, mortgage broker, mortgage servicer, or mortgage origination support registrant licensed
or registered under this Article.

(©) Each mortgage lender, mortgage broker, mortgage servicer, and mortgage origination
support registrant licensed or registered under this Article shall maintain on file with the

Commrssroner a hst of all mortgage loan or1g1nators and—transﬁonal—mortgage—}ean—eﬂ-gmaters

oﬁgm&tren—support—regis&&nt—whom thev emplov

(d) No person, other than an exempt person, shall hold himself or herself out as a
mortgage lender, a mortgage broker, a mortgage servicer, a mortgage loan originator, a
transitional-mortgageloan—origiator—or mortgage origination support registrant unless the
person is licensed or registered in accordance with this Article.

(e) Licenses and registrations issued under this Article are not assignable. Control of a
licensee or registrant shall not be acquired through a stock purchase, merger, or other device
without the prior written consent of the Commissioner. The Commissioner shall not give written
consent if the Commissioner finds that any of the grounds for denial, revocation, or suspension
of a license or registration are applicable to the acquiring person.

"§ 53-244.100A. Assessments.
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(a) For the purpose of meeting the cost of regulation under this Article, each mortgage
lender, mortgage broker, exclusive mortgage broker, and mortgage servicer licensed under this
Article shall pay into—the—OCOB—an assessment as—provided—in—this—subseetion—to the
Commissioner. The annual assessment shall consist of a base amount of two thousand dollars
($2,000) for volumes of no more than one million five hundred thousand dollars ($1,500,000)
plus an additional sum, calculated on the loan and servicing dollar volume reported by the
licensee to the ©E€OB-Commissioner for the previous calendar year. If a licensee has both loan
and servicing volume, those amounts shall be added together and the assessment shall be
calculated from the table below as follows:

Loan and/or Servicing Dollar Volume Per Thousand
$1,500,001 to $2,500,000 $0.07
$2,500,001 to $5,000,000 $0.06
$5,000,001 to $10,000,000 $0.05
$10,000,001 to $30,000,000 $0.04
$30,000,001 to $100,000,000 $0.03
$100,000,001 to $1,300,000,000 $0.02
More Than $1,300,000,001 $0.01

(b) The Commissioner may collect the assessment provided for in subsection (a) of this
section annually or in periodic installments as approved by the Banking Commission. In addition
assessments may be reduced as provided by G.S. 53C-8-2.

"§ 53-244.101. License and registration renewal.

(a) All licenses and registrations issued by the Commissioner under the-previsions-ef-this
Article shall-expire annually on the 31st day of December following issuance or on any other
date that the Commissioner may-determine-—determines. The license or registration is invalid after
that date and shalremain-remains invalid unless renewed under subsection (b) of this section.

(b) A license or registration may be renewed on or after November 1 of each year by
complying with the requirements of subsection (c) of this section.

A mortgage loan originator shall pay a nonrefundable renewal fee of one hundred twenty-five
dollars ($125.00) plus the actual cost of obtaining credit reperts—and-State-reports, state and
national criminal history record eheeks-checks, and processing fees for the Nattonwide Meortgage
LEicensing-SystemandRegistry- NMLS as the Commissioner-shall-require-requires.

A mertgage-origination-suppert-registrant that is engaged exclusively in loan processing or
underwriting shall pay a nonrefundable renewal fee ef-based upon the number of individuals it

employs in loan processing or underwrltrng (i) one hundred twenty-frve dollars ($125. 00) for

lean—preeessers—er—underwn—ters—fewer than five 1nd1V1duals (11) frve hundred dollars ($500 00)

for

selel—y&s—lean—preeessers—er—uﬂdew&ters—between flve and 30 1nd1V1duals or (111) one thousand
dollars ($1,000) for regi 9 ’

engaged—selel—yhas—lean—preeessefs—er—bmdemﬁers—more than 30 1nd1V1duals In add1t1on to the
nonrefundable renewal fee, a mertgagesuppertregistrant shall pay the actual cost of obtaining
credit reperts—and-State-reports, state and national criminal history record eheeks—checks, and
processing fees for the NatiopwideMeortgageLicensingSystem—andRegistey-NMLS as the
Comm1ss1oner s—h&l—l—requﬁe— egulres

© erew-a-m

suppert—regrstr&nt—regrstra&en—Th&apphea&e&A person hcensed or regrstered under th1s Artlcle

may apply for renewal and shall demonstrate that all of the following applicable requirements
are met:
(D) The licensee or registrant continues to meet the initial minimum standards for
licensure or registration under G.S. 53-244.060.
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2) The mortgage loan originator has satisfied the annual continuing education
requirements described in G.S. 53-244.102.
3) The licensee or registrant has paid all required fees and assessments.
(d) H-In addition to the renewal fees set forth in subsection (b) of this section, a mortgage
lender, mortgage broker, exclusive mortgage broker, or mortgage servicers—tecense—is—not
renewed-servicer that does not renew prior to the expiration date-thenthelicensee-date shall pay

a nonrefundable late fee of two hundred fifty dollars ($250-00)-as—anenrefundableJatefee I

($250.00), and a mortgage loan eriginater'sticense-is-notrenewed-originator who does not renew
prior to the expiration dat%then—th&heense&date shall pay a nonrefundable late fee of one

hundred dollars ¢$ ; :
($100.00). In the event a hcensee farls to obta1n a reinstatement of the license prior to March l
the Commissioner shall require the licensee to comply with the requirements for the initial
issuance of a license under th%proﬁsreﬂs—of—tms Art1cle

(d1) 3 : % : esi fon—i ¢ i :
&ep&aﬁo&dat%ﬁkln add1t1on to the renewal fees set forth in subsectron (b) of th1s section, the-a
registrant that is engaged exclusively in loan processing or underwriting and that does not renew
prior to the expiration date shall pay a nonrefundable late fee ef-based upon the number of
individuals it employs in loan processing or underwntlng (1) s1xty-two dollars and flfty cents
($62.50) cQ h e han

engaged—seleb#—&s—lean—preeessors—or—tmderwrﬁers—for fewer than f1ve 1nd1V1duals (11) two
hundred f1fty dollars ($250.00) for persons—wh&empley—or—eentraeﬂ&th—betweerwtotal—ef—ﬁxﬁe

between five and 30

1nd1V1duals or (111) frve hundred dollars ($SOO 00) for persons—wh&employer—eontraet—w%hmre

-more than 30

1nd1V1duals.

In the event a registrant fails to obtain a reinstatement of the registration prior to March 1,
the Commissioner shall require the registrant to comply with the requirements for the initial
issuance of a registration under the-provistons-ef-this Article.

(e) When required by the Commissioner, each persen—individual shall furnish to the
Commissioner the persen's-individual's consent to a criminal history record check and a set of
the persen's—individual's fingerprints in a form acceptable to the Commissioner or to the
Nationwide Meortgage Licensing-SystemandRegistry—NMLS. Refusal to consent to a criminal
history record check shall-eonstitate-constitutes grounds for the Commissioner to deny renewal
of the individual's license efthe-persen-as well as the license of any other person by swhemwhich

the persen-individual is employed, ever-which-the-persen-has control, or as to which the persen
individual is the current or proposed qualifying individual or ewrrent—er—prepesed—branch

manager.
"§ 53-244.102. Continuing education for mortgage loan originators.
(a) A licensed mortgage loan originator shall annually complete at least eight hours of

continuing education approved in accordance with subsection (b) of this section,
inehading:including all of the following:
(D) Three hours of federal law-and-restlations:statutes and regulations.
2) Two hours of ethics, including instruction on fraud, consumer protection, and
fair lending issues:issues.
3) Two hours of training related to lending standards for the nontraditional

mortgage produetsi-andproduct marketplace.

“4) One hour of Nerth-Carelinalaw-andregulations-State statutes and rules.
(b) Continuing education courses shall be reviewed and approved by the Nationwide

Mortgag&]:reensm«gé}ystern—aﬂd—l%egﬁtryLNMLS based upon reasonable standards.-Appreval-of
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(d) A-Both of the following apply to a licensed mortgage loan originator:

(D) Except for G.S. 53-244.070(a) and subsection (e) of this section, may receive
credit for a continuing education course taken prior to the end of the
reinstatement period under G=S5-—353-24410Hd);andG.S. 53-244.101(d).

2) May-Shall not take the same approved course in the same or successive years
to meet the annual requirements for continuing education.

(e) A licensed mortgage loan originator who is an approved instructor of an approved
continuing education course may receive credit for the licensed mortgage loan originator's own
annual continuing education requirement at the rate of two hours credit for every one hour taught.

) A heenseehaving-licensed mortgage loan originator who successfully eempleted

completes the education requirements approved by the Nationwide Mortgage LicensingSystem
and-Registry- NMLS in subdivisions (a)(1), (a)(2), and (a)(3) of this section for any state shall be

accepted as credit toward completion of continuing education requirements in North Carolina.
"§ 53-244.103. Surety bond requirements.

(a) Except as-provided-in—subsection{al)-ofthisseetion,—for mortgage loan originators
employed by registrants, each mortgage loan originator er-transitional-mertgageloan-originator

shall be covered by a surety bond through employment with a licensee-mortgage lender or
mortgage broker in accordance with this section. The surety bond shall provide coverage for each

mortgage loan originator er—transttional-mertgageJoan—originator—employed by the licensee

mortgage lender or mortgage broker in an amount as prescribed by subsection (b) of this section

and shall be in a form prescribed by the Commissioner. The Commissioner may adopt rules with
respect to the requirements for the surety bonds as needed to accomplish the purposes of the
Article.

(b) Ijteeﬂsees—Mortgage lenders mortgage brokers excluswe mortgage brokers, and
mortgage servicers shall be required to post a surety bond with the Commissioner at apphieation

meﬁgage—}eaﬂs—apphcatlon The amount shall increase as follows based upon
their residential mortgage loan origination and servicing volume in North
Carolina in a 12-month perlod endmg Deeember%—]—m—e*eess—ef—teﬂ—mﬂ-heﬂ
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o1 1 POYIS

December 31:

Application, Origination, or Servicing Volume Mortgage Broker Mortgage Lender or
Mortgage Servicer

With application $75.000 $150,000

Between $10,000,000.01 and $49,999,999.99 $125,000 $250,000

$50,0000,000 or more $250,000 $500,000

3)(b1) Any increased surety bond required undersubdivistonb-or(2)y-ofthissubsectionby

this section shall be filed with the Commissioner on or before May 31 immediately following the
end of the 12-month December 31 period.

©) The surety bond shall be in a form satisfactory to the Commissioner and shall run to
the State for the benefit of any claimants against the lieensee-mortgage lender, mortgage broker,
exclusive mortgage broker, or mortgage servicer to secure the faithful performance of the
obligations of the lieensee-mortgage lender, mortgage broker, exclusive mortgage broker, or
mortgage servicer under this Article. The aggregate liability of the surety shall not exceed the
principal sum of the bond. A party having a claim against the lieensee-mortgage lender, mortgage
broker, exclusive mortgage broker, or mortgage servicer may bring suit directly on the surety
bond, or the Commissioner may bring suit on behalf of any claimants, either in one action or in
successive actions. Consumer claims shall be given priority in recovering from the bond. When
an action is commenced on a }eensee's-bond, the Commissioner may require the filing of a new
bond. In this case, the lieensee-mortgage lender, mortgage broker, exclusive mortgage broker, or
mortgage servicer shall file a replacement bond in the required amount within 30 days.
Immediately upon recovery upen-any-aection—on the berd-bond, the lieensee-mortgage lender,
mortgage broker, exclusive mortgage broker, or mortgage servicer shall file a new bond.

(d) In the Commissioner's discretion and upon an annual written request of the heensee;
mortgage lender, mortgage broker, exclusive mortgage broker, or mortgage servicer, the
Commissioner may waive the requirement of the bond fer-anyteensee+:if all of the following
apply to the mortgage lender, mortgage broker, exclusive mortgage broker, or mortgage servicer:

(D) The licensee has been licensed by the Commissioner for at least three
years;years.

2) The licensee can demonstrate a net worth, according to the most recent audited
finanetal-statement-statement of financial condition, at least four times the
required bond amount, and the licensee certifies that its net worth will be
maintained at or above this level at all times and agrees to notify the
Commissioner and to secure an appropriate bond in the event the net worth
falls below this leveklevel.

3) The Commissioner believes the licensee has a satisfactory history of resolving
complaints from consumers and responding to findings of investigations or
examinations by the Commissioner;-andCommissioner.

4) The Commissioner has no reason to believe the licensee will be unable to
resolve complaints, respond to examination or investigative findings, or fulfill
financial obligations under this Article.

(e) If the Commissioner has waived the bond requirement ef—a—licensee—based on
subsection (d) of this section, the Commissioner may summarily reinstate the bond requirement
on—anyHeensee-if the Commissioner has reason to believe that the lieensee-mortgage lender,
mortgage broker, exclusive mortgage broker, or mortgage servicer no longer meets the standards
in subsection (d) of this section. In this event, the lieensee-mortgage lender, mortgage broker,
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exclusive mortgage broker, or mortgage servicer shall submit a bond, as required in subsection
(b) of this section, within 30 days. Failure to submit a bond as directed by the Commissioner
shall-be-are grounds for summary suspension.

"§ 53-244.104. Minimum net worth requirements.

(a) A minimum net worth shall be continuously maintained for licensees in accordance
with this section. In the event that the mortgage loan originator er-transitional-mertgageloan
eriginator-is an employee or exclusive ageat-mortgage broker of a person subject to this Article,
the net worth of the person subject to this Article can be used in lieu of the mortgage loan
originator's er—transitional-mertgageJoan—origiators—minimum net worth requirement. The
minimum net worth to be maintained for each license is as follows:

(1 H-the licensee-is-a-mertgagelenderit-A mortgage lender shall maintain a net

worth of at least one hundred thousand dollars ($100,000)—inclading
($100,000) and evidence of liquidity of one million dollars ($4;600,000);

whieh-($1,000,000) that may include a warehouse line of credit of one million
dollars ($1,000,000) or other evidence of funding capacity to conduct
mortgage originations as documented by an unqualified audited statement of
financial condition.

2) H-the licensee-is-a-meortgageservicer+tA mortgage servicer shall maintain a
net worth of at least one hundred thousand dollars ($100,000), not including
monies in any escrow accounts held for ethers-others as documented by an
unqualified audited statement of financial condition.

(2a) Covered institutions, as defined in G.S.53-244.141, shall meet the
requirements of Part 2 of this Article. Part 2 of this Article does not apply to
mortgage servicers that are not covered institutions, as defined in
G.S. 53-244.141.

3) H-the licenseeis-a-mertgage brokerit-A mortgage broker shall maintain a net
worth of at least twenty-five thousand dollars ($25,000), including evidence
of liquidity of ten thousand dollars ($10,000), as certified by the licensee in a
certified statement of financial condition.

(b) The Commissioner may adopt rules to require additional minimum net worth or
otherwise amend net worth requirements as are-necessary to ensure licensees maintain adequate
financial responsibility and to accomplish the purposes of this Article.

"§ 53-244.105. Records, addresses, escrow funds, or trust accounts.

(a) Every lieensee-mortgage lender, mortgage broker, mortgage servicer, or registrant
shall make and keep the accounts, correspondence, memoranda, papers, books, and other records
as prescribed in rules adopted by the Cemmisstorer—Commissioner and shall notify the
Commissioner where the records will be stored. All records shall be preserved for three years
unless the Commissioner, by rule, prescribes otherwise for particular types of records.

(b) No person shall make any false statement or knowingly and willfully make any
omission of a material fact in connection with any infermatien-information, communications, or

reports filed with the Commlss10ner a governmental agency, or the N&Henw&d%Meftgage

Gefnfmss&ener—er—anether—gevemmental—ageney—NMLS If the 1nformat10n contamed in any

document filed with the Cemmissioner—Commissioner, another governmental agency, or the

NattonwideMeortgageLicensingSystem—andRegistey—-NMLS is or becomes inaccurate or

incomplete in any material respect, the licensee, registrant, or exempt entity-person shall within
30 days file a correctmg amendment to the 1nf0rmat10n contained in the document

eﬂgmat}en—sappeﬁ—Except for a reglstrant a pr1n01pal place of busmess shall not be located at an
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individual's home or residence. A mortgage lender, mortgage broker, er—mortgage servieer
licensee;—or-a—mortgageoriginationsuppeortregistrant—servicer, or registrant shall maintain a
record of the principal place of business with the Commissioner and report any change of address
of the principal place of business or any branch office within 15 days after the change.

(d) A heensee-mortgage lender, mortgage broker, or mortgage servicer shall maintain in
a segregated escrow fund or trust account any funds which-that come into thelicensee's-its
possession but whieh-that are not the-licensee's-its property and which-the Hieensee-that it is not
entitled to retain under the circumstances. The escrow fund or trust account shall be held on
deposit in a federally insured finaneial-depository institution. Individual loan applicants' or
borrowers' accounts may be aggregated into a common trust fund so long as (i) interests in the
common fund can be individually tracked and accounted for and (ii) the common fund is kept
separate from and is not commingled with the licensee's own funds.

(e) A mortgage lender, mortgage broker, exclusive mortgage broker, mortgage servicer,
registrant, or mortgage loan originator is deemed to comply with this section if it follows the
requirements set forth in 16 C.F.R. Part 314. The information security plan shall be maintained
as part of the books and records.

"§53—244—}06—l)‘l5p1ﬁy—9f—heeﬂse—. 0 i i s

"§ 53-244.107. Unique identifier shown.

The unique identifier of any mortgage loan eriginator-transitional- mortgageloan-originator;
er-otheroriginator or person engaged in the mortgage business as defined in G=S-53-244-036dH
G.S. 53-244.030 shall be clearly shown on all residential mortgage loan application forms,
solicitations, advertisements, treladingbusiness—eards—or—Web-sites;—business cards, websites,
other electronic means, and any other documents as established by rule or order of the
Commissioner. In addition, mortgage lenders and mortgage brokers shall include a link to NMLS
Consumer Access on their websites.

"§ 53-244.108. Reports.

Each mortgage lender, mortgage broker, mortgage servicerlicensee-servicer, or mortgage
origination support registrant shall submit to the Commissioner and to the Nationwide-Meortgage
Licensing-SystemandRegistry- NMLS reports of condition and any other reports requested by
the Commissioner pursuant to G.S. 53-244.115(d). The reports shall be in the form and shall
contain any information that the Commissioner or Natiopwide-Meortzage Ficensing-Systemand

RngrsH—y—may—requ&e—NMLS requires.
"§ 53-244.109. Mortgage broker and mortgage lender duties.

Any mortgage broker or mortgage lender engaged in the mortgage business as defined by
G-5-33-244-0300Ha—G.S. 53-244.030(11)a. or b., in addition to duties imposed by other
statutes or at common law, shall do all of the following:

(1) Safeguard and account for any money handled for the borrower.

2) Follow reasonable and lawful instructions from the borrower.

3) Act with reasonable skill, care, and diligence.

4) Make reasonable efforts to secure a loan that is reasonably advantageous to
the borrower considering all the circumstances, including the rates, charges,
and repayment terms of the loan.

5) Fimely-and-When initial disclosures are made under RESPA, a mortgage
broker shall clearly disclose to the borrower material information that may be
expected to influence the borrower's decision and is reasonably accessible to
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(6)

(7
®)

€))

(10)

(1)

the mortgage breker—inelading-broker. This information includes the total
compensation the mortgage broker expects to receive from any and all sources
in connection with each loan option presented to the berrewer-borrower that
are reasonably known at that time. This subdivision applies to mortgage
brokers only.

Notify before closing each lender of the particulars of each of the other
lender's loans if the mortgage broker or mortgage lender knows that more than
one mortgage loan will be made by different lenders contemporaneously to a
borrower.

Ensure that any services offered to any applicant shall be available and offered
to all s1m11arly situated apphcants on an equal basis.

deersrens—us&Use reasonable means to pr0V1de the borrower wrth prompt
credit decisions on #s-the borrower's residential mortgage loan applications

application and, where the credit is denied, to comply fully with the
notification requirements of applicable State and federal law.
Ensure that advertising materials are designed to make customers and
potential customers aware that the mortgage broker or mortgage lender does
not discriminate on any prohibited basis.
Represent the borrower's best interest in the course of brokering a residential
mortgage loan.
Have-In the course of brokering a residential mortgage loan, have a duty of
loyalty to the berrewerwhich-shallinelade-borrower that includes a duty not
to compromise a borrower's right or interest in favor of another's right or
interest, including a right or interest of the mortgage breker:broker or
mortgage lender.

"§ 53-244.110. Mertgageservieer-Licensee duties.
Any mertgage—servieer—licensee engaged in the mortgage business as defined by

G.S. 53-244.030(11)c., in addition to duties imposed by other statutes or at common law, shall

do all of the following:

(1) Safeguard and account for any money handled for the borrower.

2) Follow reasonable and lawful instructions from the borrower.

3) Act with reasonable skill, care, and diligence.

4) File with the Commissioner a complete, current schedule of the ranges of costs
and fees it charges borrowers for its servicing-related activities with its
applicationand-renewal-application, renewal, and with-#s-any supplemental
fihinesmadetromtimeto-time-filings.

5) File with the Commissioner upon request a report in a form and format
acceptable to the Commissioner detailing the servicer's activities in this State,
inehading:including the following:

a. The number of mortgage loans the servicerlicensee is servicing.

b. The type and characteristics of the loans in this State.

C. The number of serviced loans in default, along with a breakdown of
30-, 60-, and 90-day delinquencies.

d. Information on loss mitigation activities, including details on workout
arrangements undertaken.

e. Information on foreclosures commenced in this State.

(6) At the time a servieer-licensee accepts assignment of servicing rights for a

mortgage loan, the servieerlicensee shall disclose to the borrower all-of-the
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(7

& Any-any notice required by RESPA or by regulations preomuleated
thereunder-adopted under it.

b-

&

In the event of a delinquency or other act of default on the part of the borrower,
the meortgageservieer-licensee shall act in good faith to inform the borrower
of the facts concerning the loan and the nature and extent of the delinquency
or default and, if the borrower replies, to negotiate with the borrower, subject
to the mortgage servicer's duties and obligations under the mortgage servicing
contract, if any, to attempt a resolution erwerkeutte-of the delinquency.

"§ 53-244.111. Prohibited acts.

In addition to the activities prohibited under other provisions of this Article, it shal-be-is
unlawful for any person in the course of any residential mortgage loan transaetion:transaction to
do any of the following:

Page 26
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2)

3)

“4)

(&)

(6)

(7
®)

To misrepresent or conceal the material facts or make false promises likely to
influence, persuade, or induce an applicant for a residential mortgage loan or
a mortgagor to take a residential mortgage loan, or to pursue a course of
misrepresentation through agents or otherwise.

To improperly refuse to issue a satisfaction of a mertgage-residential mortgage
loan.

To fail to account for or to deliver to any person any funds, documents, or
other thing of value obtained in connection with a residential mortgage loan,
including money provided by a borrower for a real estate appralsal or a credlt
report thfeh—that the mortease fen MOFEY -

not entltled to retaln under the circumstances.

To pay, receive, or collect in whole or in part any commission, fee, or other
compensation for brokering or servicing a residential mortgage loan in
violation of this Article, including a residential mortgage loan brokered or
serviced by any unlicensed person other than an exempt person.

To charge or collect any fee or rate of interest or to make-er-breker-make,
broker, or service any residential mortgage loan with terms or conditions or in

a manner contrary to the-previstens-of-Chapter 24, 45, or 54 of the General
Statutes.

To advertise residential mortgage loans, including rates, margins, discounts,
points, fees, commissions, or other material information, including material
limitations on theresidential mortgage loans, unless the person is able to make
the residential mortgage loans available to a reasonable number of qualified
applicants.

To fail to disburse funds in accordance with a written commitment or
agreement to make a residential mortgage loan.

To engage in any transaction, practice, or course of business that is not in good
faith or fair dealing or that constitutes a fraud upon any person in connection

with the brokering-ormaking orservicing-of-orpurchase-ersale-ef-brokering,

making, servicing, purchase, or sale of any residential mortgage loan.
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©)

(10)

(1)

(12)

(13)

(14)

(15)

(16)

7)

(18)

(19)

(20)

To fail to pay promptly when due reasonable fees to a licensed appraiser for
appraisal services that are:meet both of the following:
a. Requested from the appralser in wr1t1ng by the mortgage breker—or

}ender—aﬂdbroker mortgage lender or an emplovee thereof

b. Performed by the appraiser in connection with the origination or
closing of a residential mortgage loan for a eustomer-or-the-customer,
mortgage breker-broker, or mortgage lender.

To broker a residential mortgage loan that contains a prepayment penalty if

the principal amount of the residential mortgage loan is one hundred fifty

thousand dollars ($150,000) or less or if the residential mortgage loan is a rate
spread home loan as defined in G.S. 24-1.1F.

To improperly influence or attempt to improperly influence the development,

reporting, result, or review of a real estate appraisal sought in connection with

a r651dent1al mortgage loan. Nothrng m—thrs—s&bdwrsreﬂ—shaﬂ—b%eenstmed—te

: 3 er-prohibits a
licensee from askmg the appralser to do one or more of the followrng
a. Consider additional appropriate property information.
b. Provide further detail, substantiation, or explanation for the appraiser's
value conclusion.
C. Correct errors in the appraisal report.

To fail to comply with the mortgage loan servicing transfer, escrow account
administration, or borrower inquiry response requirements imposed by
sections 6 and 10 of RESPA-RESPA, as periodically amended, and regulations
adopted thereunder-under it.

To broker a rate spread adjustable rate mortgage loan without disclosing to
the borrower the terms and costs associated with a fixed rate loan from the
same mortgage lender at the lowest annual percentage rate for which the
borrower qualifies.

To fail to comply with applicable State and federal laws anrd-regulations
related to mortgage lending or mortgage servicing.

To engage in unfair, misleading, or deceptive advertising related to a
solicitation for a residential mortgage loan.

In connection with the brokering or making of a rate spread home loan as
defined under G.S. 24-1.1F, no mortgage lender shall provide nor shall any
mortgage broker receive any compensation that changes based on the terms
of the loan. This subdivision shal-does not prohibit compensation based on
the principal balance of the loan.

For—a—mertgageservicerto-10 fail to comply with the mortgage servicer's
obligations under Article 10 of Chapter 45 of the General Statutes.

FEora-mertgage-servicerto-10 fail to provide written notice to a borrower upon
taking action to place hazard, homeowner's, or flood insurance on the
mortgaged property or to place sueh-the insurance when the person acting as
a mortgage servicer knows or has reason to know that the insurance is in
effect.

For-a-mertgageserviecerto-To place hazard, homeowner's, or flood insurance
on a mortgaged property for an amount that exceeds either the value of the
insurable improvements or the last known coverage amount of insurance.

Eor—a—mertgage servicerto-To fail to provide to the borrower a refund of

unearned premiums paid by a borrower or charged to the borrower for
force-placed hazard, homeowner's, or flood insurance placed-by-a—ertgage
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lender-ormertgage-servieer-if the borrower provides reasonable proof that the

borrower has obtained coverage such that the forced placement is no longer
necessary and the property is insured. If the borrower provides reasonable
preef-proof, within 12 months of the placement-placement, that no lapse in
coverage occurred such that the forced placement was not necessary, the
person acting as a mortgage servicer shall refund the entire premium.

(21) Eer-a—mertgageservicerto-To refuse to reinstate a delinquent loan upon a
tender of payment made timely under the contract whieh-that is sufficient in
amount, based upon the last written statement received by the borrower, to
pay all past due amounts, outstanding or overdue charges, and restore the loan
to a nondelinquent status, but this reinstatement shall be available to a
borrower no more than twice in any 24-month period.

(22) Eeraperson-actingas-a-mortgageserviecerto-10 fail to mail, at least 45 days
before fereclosure-foreclosure, forfeiture, or repossession is initiated, a notice
addressed to the borrower at the borrower's last known address with the
following information:

a. An itemization of all past due amounts causing the loan to be in
default.

b. An itemization of any other charges that sast-shall be paid in order to
bring the loan current.

C. A statement that the borrower may have options available other than

foreclosure and that the borrower may discuss the options with the
mortgage lender, the mortgage servicer, or a counselor approved by
the U.S. Department of Housing and Urban Development (HUD).

d. The address, telephone number, and other contact information for the
mortgage lender, the mortgage servicer, or the agent for either of them
whe-that is authorized to attempt to work with the borrower to avoid
foreclosure.

€. The name, address, telephone number, and other contact information
for one or more HUD-approved counseling agencies operating to
assist borrowers in North Carolina to avoid foreclosure.

f. The address, telephone number, and other contact information for the
State Home Foreclosure Prevention Project of the North Carolina
Housing Finance Agency.

(23)  To fail to make all payments from any escrow account held for the borrower
for insurance, taxes, and other charges with respect to the property in a timely
manner so as to ensure that no late penalties are assessed or other negative
consequences result regardless of whether the loan is delinquent, unless there
are not sufficient funds in the account to cover the payments and the mortgage
servicer has a reasonable basis to believe that recovery of the funds will not
be possible.

"§ 53-244.112. Criminal penalties for unlicensed activity.

Engaging in the mortgage business as defined by G.S. 53-244.030(11) or acting as a mortgage
loan originator without a license as required by the-provistons-ofG-5—-53-244-040-this Article is
a Class 3 misdemeanor. Each transaction involving unlicensed activity is a separate offense.

"§ 53-244.113. Regulatory authority.

(a) Unless otherwise provided, all actions, hearings, and procedures under this Article
shall-be-are governed by Article 3A of Chapter 150B of the General Statutes.

(b) For purposes of this Article, the Commissioner shall-be-is deemed to have complied
with the requirements of law concerning service of process upon mailing by certified mail or
depositing with a delivery service authorized by 26 U.S.C. § 7502(f)(2) any notice required or
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permitted to a licensee or registrant under this Article, postage or fees prepaid and addressed to
the last known address of the licensee or registrant on file with the Commissioner pursuant to
G.S. 53-244.105(c)._Any person subject to this Article that is not licensed or registered shall be
served in accordance with G.S. 150B-38(c).

(c) Upon the issuance of any summary order permitted under this Article, including
summary suspensions and cease and desist orders, the Commissioner shall promptly notify the
person subject to the order that the order has been entered and the reasons for the order. Within
20 days of receiving notice of the order, the person subject to the order may request in writing a
hearing before the Commissioner. Upon receipt of saeh-a-the request, the Commissioner shall
calendar a hearing within 15 days. If a licensee-orregistrant-person does not request a hearing,
the order will remain in effect unless it is modified or vacated by the Commissioner.

"§ 53-244.114. Licensure and registration authority.

(a) The Commissioner may, by order, deny, suspend, revoke, or refuse to issue or renew
a license or registration ef-a-licensee;registrant-or-apphieant-under this Article, or may restrict
or limit the manner in which a licensee, registrant, applicant, or any person whe-that owns an
interest fn—er—m,_partlmpates in, or engages in the busmess of a hcensee aﬂd—engages—m—the

%gs&&&t—&&d—engages—m—th&b&sme&s—ef—a—or reglstrant if the Commlssmner flnds both of the

following:

(D) That the order is in the public aterestandinterest.

2) That any of the following circumstances apply to the applicant, licensee,
registrant, or any partner, member, manager, officer, director, lean-eriginator;
qualifying individual, or any persen-individual occupying a similar status or
performing similar functions or any person directly or indirectly controlling
the applicant, licensee, or registrant—Fhe-persoen:registrant:

a. Has filed an application for licensure or registration, report, or other
document te-with the Commissioner that, as of its effective date or as
of any date after filing, contained any statement that, in light of the
circumstances under which it was made, is false or misleading with
respect to any material fact.

b. Has wielated-or-violated, failed to comply with-with, or failed at any
time to meet the requirements of any provision of this Article, rule

adopted by the Commissioner, or order of the Commissioner.

C. Is permanently or temporarily enjoined by any court of competent
jurisdiction from engaging in or continuing any conduct or practice
involving any aspect of the mortgage business.

d. Is the subject of an order of the Commissioner denying or suspending

that persons ﬁa—heeﬂse—&s—a—meftgage—leaﬂ—eﬂgmater—tfaﬁ%ﬁeﬂal

equtvalentlicense, registration, or its equivalent under this Article.
e. Is the subject of an order entered within the past five years by the
authority of any state—state, territory, or federal agency with

jurisdiction over the mortgage brokerage,—meortgage—lending—or
mortgage-servieing-industry.
3324404

g. Controls or has controlled any mortgage broker, mortgage lender,
mortgage servicer, erregistrant-registrant, or its equivalent whe-that
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has been subject to an order or injunction described in sub-subdivision
c., d., or e. of this subdivision.
h. Has been the quahfymg individual, branch manager or mortgage loan

orrgrnator of a mortgage lender, mortgage broker, mortgage servicer,

or registrant whe-that had knowledge of or reasonably should have had
knowledge of, or participated in, any activity that resulted in the entry
of an order under this Article suspending or withdrawing the-a license
ofalicensee-or registration efaregistrantissued under this Article.

1. Has failed to respond to inquiries from the Commissioner or the
Commissioner's designee regarding any complaints filed against the
licensee or registrant whieh-that allege or appear to involve violation
of this Article or any law or rule affecting the mortgage lending
business.

J- Has failed to respond to and cooperate fully with notices from the
Commissioner or the Commissioner's designee relating to the
scheduling and conducting of an examination or investigation under
this Article.

(b) In the event the Commissioner has reason to believe that a licensee, registrant,
individual—or person subject to this Article may have violated or failed to comply with any
provision of this Article, the Commissioner may take either of the following actions:

(1) Summarily order the licensee, registrant, individuaal—or person to cease and
desist from any harmful activities or violations of this Article.

2) Summarily suspend the-(-a license ef-thelicensee-underthisArticle-or G
the-or registration ef-aregistrant-issued under this Article.

These summary powers are in addition to the summary suspension procedures authorized by
G.S. 150B-3(c).

"§ 53-244.115. Investigation and examination authority.

(a) For purposes of initial licensing or registration, renewal, suspension, conditioning,
revocation, er—termination, er—general or specific inquiry, investigation, or examination to
determine compliance with this Article, the Commissioner may access, receive, and use any
books, accounts, records, files, documents, information, or evidence, including all of the
following:

() Criminal, civil, and administrative history information, including
nonconviction data.

2) Personal history and experience information, including independent credit
reports obtained from a consumer reporting agency described in seetion
603(p)-ofthe Fair Credit Reporting Aet:15 U.S.C. § 1681a.

3) Any other documents, information, or evidence the Commissioner deems
relevant to the inquiry, investigation, or examination regardless of the
location, possession, control, or custody of the documents, information, or
evidence.

(b) For purposes of investigating violations or complaints arising under this Article, or
for the purposes of examination, the Commissioner may review, investigate, or examine any
licensee, registrant, adividaal-or person subject to this Article as often as necessary in order to
carry out the purposes of this Artlcle The Comm1s51oner may 1nterV1ew the oﬁﬁ’éreerLoffrcers2
principals, 0 :
control persons, quahfvmg 1nd1v1duals mortgage loan or1g1nators employees 1ndependent
contractors, agents, and customers of the licensee, registrant, sdividaal—or person concerning
their business. The Commissioner may direct, subpoena, or order the attendance of and examine
under oath all persons whose testimony may be required about the leans—or—the—business
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residential mortgage loans, business, or subject matter of any examination or investigation and
may direct, subpoena, or order the person to produce books, accounts, records, files, and any
other documents the Commissioner deems relevant to the inquiry. The assessment set forth in
G.S. 53-244.100A 1is for the purpose of meeting the cost of regulation under this Article. Any
investigation or examination that, in the opinion of the Commissioner-of Banks;-Commissioner,
requires extraordinary review, investigation, or special examination shal-be-is subject to the
actual costs of additional expenses and the hourly rate for the staff's time, to be determined
annually by the Banking Commission.

(©) Each licensee, registrant, individaal—or person subject to this Article shall make
available to the Commissioner upon request the books and records relating to the operations of
the licensee, registrant, individual-or person. No licensee, registrant, individual-or person subject
to investigation or examination under this section may—shall knowingly withhold, abstract,
remove, mutilate, destroy, or secrete any books, records, computer records, or other information.
Each licensee, registrant, tadividaal—or person subject to this Article shall also make available

for interview by the Commissioner the officers, principals, persens-with-control-qualified-control
persons, qualifying individuals, mortgage loan originators, transitional—mertzage—loan

ortginators;—employees, independent contractors, agents, and customers of the licensee,
registrant, individual-or person concerning their business.

(d) Each licensee, registrant, individual-or person subject to this Article shall make or
compile sueh-reports or prepare other information as-that may be directed or requested by the
Commissioner in order to carry out the purposes of this section, including any of the following:

(1) Accounting compilations.

) Information lists and data concerning residential mortgage loan transactions
in a format prescribed by the Commissioner.

3) Periodic reports, including any of the following:

a. Annual Repert-Questionnaire-Report.

b. Servicer Activity Report.
C. Servicer Schedule of the Ranges of Costs and Fees.
d Lender/Servicer Audited Statements—Statement of Financial
Condition.
e. Broker Certified Statements-Statement of Financial Condition.
f. Quarterly Loan Origination Reports.
4) Any other information deemed necessary to carry out the purposes of this
section.

(e) In making-conducting any examination or investigation authorized by this Article, the
Commissioner may control access to any documents and records of the licensee, registrant, or
person under examination or investigation. The Commissioner may take possession of the
documents and records or place a person in exclusive charge of the documents and records in the
place where they are usually kept. During the period of control, no #dtvidual-er—person shall
remove or attempt to remove any of the documents and records except pursuant to a court order
or with the consent of the Commissioner. Unless the Commissioner has reasonable grounds to
believe the documents or records of the licensee or registrant have been or are at risk of being
altered or destroyed for purposes of concealing a violation of this Article, the licensee, registrant,
or owner of the documents and records shall have access to the documents or records as necessary
to conduct its ordinary business.

) In order to carry out the purposes of this section, the Commissioner may do any of
the following:

(D) Retain attorneys, accountants, or other professionals and speeialists
specialists, such as examiners, auditors, or investigators to conduct or assist
in the conduct of examinations or investigations.
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(@)

2)

3)

“4)
(&)

Enter into agreements or fel-&ﬁeﬂshrps—w%h—et-her—gweﬂmeﬂt—eﬁﬁera}s—ef

see&e&sharmg arrangements  with  other governmental agencies or

associations representing governmental agencies and may share otherwise
confidential information pursuant to these written agreements, but only to the
extent permitted by G.S.53C-2-7(d). Information shared pursuant to the
agreements authorized under this section retains any and all applicable
privilege and related confidentiality protections provided by State or federal
law.

Use, hire, contract, or employ public or privately available analytical systems,
methods, or software to examine or investigate the licensee, individual;
registrant, or person subject to this Article.

Accept and rely on examination or investigation reports made by other
government officials, withinerwitheutinside or outside this State.

Accept audit reports made by an independent certified public accountant for
the licensee, registrant, sdividaal-or person in the course of that part of the
examination covering the same general subject matter as the audit and may
incorporate the audit report in the report of the—examination, repert—of
investigation, or other writing of the Commissioner.

In addition to the authority granted by G.S.53-244.113 and GS-—33-244-H5;
G.S. 53-244.116, the Commissioner is—autherized—to—may take action, including summary

suspension of the license or registration, if the licensee or registrant fails, within 20 days or a
lesser time if specifically requested for good cause, to do any of the following:

(h)

(a)

Page 32

oY)

2

3)

Respond to inquiries from the Commissioner or the Commissioner's designee

regarding any complaints filed against the licensee or registrant that allege or

appear to involve violation of this Article or any law er—+rule-affecting the

mortgage lending business.

Respond to and cooperate fully with notices from the Commissioner or the

Commissioner's designee relating to the scheduling and conducting of an

examination or investigation under this Article.

Consent to a criminal history record check. The refusal shall-eenstitute

constitutes grounds for the Commissioner to deny licensure or renewal to the

applicant as well as to any entity—person that meets any of the following

criteria:

a. By whom or by which the applicant is employed.

b. Over which the applicant has control.

C. As to which the applicant is the current or proposed qualifying
individual or a current or proposed branch manager.

The authority of this section shal+emai—remains in effect, whether a licensee,
registrant, individual-or person subject to this Article acts or claims to act under any licensing or
registration law of the State, or claims to act without sueh-this authority.

"§ 53-244.116. Disciplinary authority.

The Commissioner may, by erder:order, do any of the following:

ey
2

Take any action authorized under G.S. 53-244.113.

Impose a civil penalty upon a licensee, registrant, individual;-or person subject
to this Article, or upon any partner, officer, director, or other perses-individual
occupying a similar status or performing similar functions on behalf of a
licensee, registrant, or other person subject to this Article for any violation of
or failure to comply with this Article. The civil penalty shall not exceed
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twenty-five thousand dollars ($25,000) for each violation of or failure to
comply with this Article. Each violation of or failure to comply with this
Article shall-be-is a separate and distinct violation.

3) Impose a civil penalty upon a licensee, registrant, #dtvidual-or person subject
to this Article, or upon any partner, officer, director, or other persen-individual
occupying a similar status or performing similar functions on behalf of a
licensee, registrant, or other person subject to this Article for any violation of
or failure to comply with any directive or order of the Commissioner. The civil
penalty shall not exceed twenty-five thousand dollars ($25,000) for each
violation of or failure to comply with any directive or order of the
Commissioner. Each violation of or failure to comply with any directive or
order of the Commissioner shall-be-is a separate and distinct violation.

€)) Require a licensee, registrant, individual-or person subject to this Article to
disgorge and pay to a borrower or other individual any amounts received by
the licensee, registrant, ndividaal—or person subject to the—this Article,
including any employee of the person, to the extent that the amounts were
collected in violation of Chapter 24 of the General Statutes or in excess of
those allowed by law.

4) Prohibit licensees or registrants under this Article from engaging in acts and
practices in connection with residential mortgage loans that the Commissioner
finds to be unfair, deceptive, designed to evade the laws of this State, or that
are not in the best interest of the borrowing public.

(b) When a licensee or registrant is accused of any act, omission, or misconduct that
would subject the licensee or registrant to disciplinary action, the licensee or registrant, with the
consent and approval of the Commissioner, may surrender the license or registration and all the
rlghts and prrvrleges pertarnrng to 1t A person whe—that surrenders a license shal—l—net—b%el—rgrb}e

Gemmrsﬁeﬂer—aﬂd—a—perseﬂ—whe—smrenders—a—or reglstratlon shal—l—ne{—be—ls not ehglble for or

and shall not submit any application for licensure or registration under this Article during any
period specified by the Commissioner.

(©) The requirements of this Article apply to any person whe-that seeks to avoid its
application by any device, subterfuge, or pretense whatsoever, including structuring a loan in a
manner to avoid classification of the loan as a residential mortgage loan.

"§ 53-244.118. Rule-making Rulemaking authority; records.
(a) The Commissioner may adopt any rules that the Commissioner deems necessary to

carry out the provisions of this Article, to provide for the protectlon of the borrowmg pubhc to
proh1b1t unfair or deceptlve practlces to 1nstruct mortgage fende caoeh oQdg

registrants in mterpretmg th1s Artlcle and to 1mplement and 1nterpret the provisions of
G.S. 24-1.1E, 24-1.1F, and 24-10.2 as they apply to licensees and registrants under this Article.

(b) The Commissioner shall keep a list of all applicants for licensure or registration under
this Article or claimants of exempt status under G.S. 53-244.050(g) that includes the date of
application, name, place of residence, and whether the license, registration, or claim of exempt
status was granted or denied.

(©) The Commissioner shall keep a current roster showing the names and places of
business of all licensees and registrants that shows their respective mortgage loan originators and
transitional-mertgage-loan-originators—and-a roster of exempt persons required to file a notice
under G.S. 53-244.050(g). The roster shall meet all of the following requirements:

(D) Be kept on file in the office of the Commissioner.
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2) Contain information regarding all orders or other actions taken against the
licensees, registrants, and other persons.
3) Be open to public inspection.
"§ 53-244.119. Commissioner's part1c1pat10n in nat10nw1de reglstry
(a) The Comm1ss1oner h o0 0 o §

NMLS and may require all persons to be llcensed or reglstered through the NMLS. For this

purpose, the Commissioner may establish by rule any requirements as necessary,
inelading:including any of the following:
(D) Background checks fer:for the following:
a. Criminal history through fingerprint or other databases:;databases.
b. Civil or administrative recerds:records.
C. Credit history;-orhistory.
d Any other information as—deemed necessary by the Nationwide
Moertzage LicensineSystemandRegistry-NMLS.
2) The payment of fees to apply for, renew, or amend licenses and registrations
through the Nationwide Mortgage Licensing-System-andRegistrys:NMLS.
3) The sceting or resettinge as necessary  of  renewal or reporting  dates:
andRenewal or reporting dates.
4 Requirements for amending or surrenderirg—canceling a lieense—license,
registration, or any other activities as the Commissioner deems necessary for

participation in the Natiopwide—Meortgage—Ltcensing—System—and

Registr-NMLS.
(b) The Commlssmncr fs—&athofi-zeel—te— cstabhsh relatlonshlps or contracts w1th the

Nat}eﬂ%%deMeftgage—I:teensmg—System—aﬂd—Regs&thMLS or its des1gnees to collect and

maintain records and process transaction fees or other fees related to licensees, registrants, or
other persons subject to this Article.

(©) For the purpose of participating in the Na&eaw&d&l%oﬁgag&]:}eensmgéhﬁs{em—&ﬂd
Registry;-NMLS, the Commissioner is-authorized-to-may waive or modify, in whole or in part,
any or all of the requirements of this Article and t&Jestabhsh new requirements as reasonably
necessary to participate in the Nationwide-Meortgage Licensing-Systemand-Registry-NMLS.

(d) The Commissioner is-autherizedto-may enter into agreements to license the use of
the proprietary software owned by the Office of the Commissioner of Banks to banking,
mortgage, or financial services supervisory agencies of other states.

(e) Repealed by Session Laws 2012-37, s. 4, effective October 1, 2012.

"§ 53-244.120. Confidentiality of information.

(a) Notwithstanding any State law to the contrary, the Commissioner shall report
enforcement actions under this Article and may report other relevant information to the
Netttorvwide Mortmee Breeivire Sastenrand-Resistina NMILS,

(b) The Commissioner is-autherized-te-may enter agreements or sharing arrangements
with other governmental agencies, the Conference of State Bank Supervisors, the American
Association of Residential Mortgage Regulators, or other associations representing governmental
agencies and may share otherwise confidential information pursuant to these written agreements.

(c) The requirements of G.S. 53C-2-7 regarding the privacy or confidentiality of any
information or material provided under subsections (a) and (b) of this section, and any privilege
arising under any other federal or State law with respect to saeh-this information or material,
shall-eentinge-continues to apply to the information or material after it has been disclosed to an
entity described in subsection (a) or (b) of this section. Information or material held by suchan
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the entity shalnetbe-is not subject to disclosure under any State law governing the disclosure to
the public of information held by an officer or agency of the State. The entities described in
subsections (a) and (b) of this section may share information and material with all State and
federal regulatory officials with mortgage industry oversight authority without the loss of
privilege or the loss of confidentiality protections provided by State or federal law.

(d) Any provision of Chapter 132 of the General Statutes relating to the disclosure of
confidential supervisory information or of any information or material described in subsection
(a) of this section that is inconsistent with this section shall-be-is superseded by the requirements
of this section.

(e) The confidentiality provisions contained in subsection (c) of this section shal-do not
apply with respect to the information or material relating to the employment history of and
publicly adjudicated disciplinary and enforcement actions against mertgagelenders;—mortgage

aa
O1TO 5 O ) O O O atorS; oad wisre

persons licensed or registered under this Article that are included in the NMLS for access by the
public.
"§ 53-244.121. Review by Banking Commission.

The Banking Commission may review any rule, reglations-order, or act of the Commissioner
made pursuant to or with respect to the provisions of this Article, and any person aggrieved by
any rule, regulatien,—order, or act may, pursuant to G.S.53C-2-6, appeal to the Banking
Commission for review upon giving 20 days' written notice after the rule, regulatiens-order, or
act is adopted or issued. The notice of appeal shall specifically state the grounds for appeal and,
in the case of an appeal from a contested case proceeding before the Commissioner, shall set
forth in numbered order the assignments of error for review by the Banking Commission. Failure
to specify the assignments of error shall-constitute-constitutes grounds to dismiss the appeal.
Failure to comply with the briefing schedule as provided by the Banking Commission shal-also
constitate-constitutes grounds to dismiss the appeal. Notwithstanding any other provision of law,
any party aggrieved by a decision of the Banking Commission shall-be-is entitled to an appeal
pursuant to G.S. 53C-2-6.

"§ 53-244.122. Emergency powers.

In the event of a natural disaster or other national, regional, State, or local emergency, the
Commissioner may temporarily waive or suspend requirements for compliance with this Article.
"§§ 53-244.123 through 53-244.140. Reserved for future codification purposes.

"Part 2. Prudential Standards for Mortgage Servicers.
"§ 53-244.141. Definitions.

In addition to the definitions in Part 1 of this Article, the following definitions apply in this

Part:

a Agency. — Fannie Mae, Freddie Mac, and Ginnie Mae.

2) Allowable assets for liquidity. — Those assets that may be used to satisfy the
liquidity requirements of this Part, including unrestricted cash and cash
equivalents and unencumbered investment grade assets held for sale or trade.
This term includes agency MBSs, obligations of GSEs, and U.S. Treasury
obligations.

3) Board of directors. — The formal body established by a covered institution that
is responsible for corporate governance and compliance with this Article.

“4) Corporate governance. — The structure of the institution and how it is managed
including the corporate rules, policies, processes, and practices used to
oversee and manage the institution.

5) Covered institution. — A mortgage servicer with servicing portfolios of 2,000
or more one- to four-unit residential mortgage loans serviced or subserviced
for others, excluding whole loans owned, and loans being "interim" serviced
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©6)

R

(10)

prior to sale as of the most recent calendar year end, reported in the NMLS
Mortgage Call Report.

External audit. — The formal report prepared by an independent certified
public accountant expressing an opinion on whether the financial statements
are presented fairly, in all material aspects, in accordance with the applicable
financial reporting framework, and is inclusive of an evaluation of the
adequacy of a company's internal control structure.

FHFA. — The Federal Housing Finance Agency.

Ginnie Mae. — Government National Mortgage Association.

GSE. — Government-sponsored enterprises, or Federal National Mortgage
Association (Fannie Mae) and Federal Home Loan Mortgage Corporation
(Freddie Mac).

Interim serviced prior to sale. — The activity of collecting a limited number of

(11)

contractual mortgage payments immediately after origination on loans held
for sale but prior to the loans being sold into the secondary market.
Internal audit. — The internal activity of performing independent, objective

(12)

assurance and consulting to evaluate and improve the effectiveness of
company operations, risk management, internal controls and governance

processes.
Mortgage Call Report. — The quarterly or annual report of residential real

13)

estate loan origination, servicing and financial information completed by
companies licensed in NMLS.
Mortgage servicing right (MSR). — The contractual right to service residential

(14)

mortgage loans on behalf of the owner of the associated mortgage in exchange
for specified compensation in accordance with the servicing contract.
Mortgage-backed security (MBS). — A financial instrument, often a debt

15)

security, collateralized by residential mortgages.
MSR investor. — A person that invests in and owns mortgage servicing rights

(16)

and relies on subservicers to administer the loans on its behalf. MSR investors
may be referred to as master servicers.
Operating liquidity. — The funds necessary to perform normal business

A7)

operations, such as payment of rent, salaries, interest expense, and other
typical expenses associated with operating the person.
Residential mortgage loans serviced. — The specific portfolio or portfolios of

(18)

residential mortgage loans for which a licensee is contractually responsible to
the owner or owners of the mortgage loans for the defined servicing activities.
Risk management assessment. — The functional evaluations performed under

19)

the risk management program and reports provided to the board of directors
under the relevant governance protocol.
Risk management program. — The policies and procedures designed to

(20)

identify, measure, monitor, and mitigate risk sufficient for the level of
sophistication of the mortgage servicer.
"Servicing liquidity" or "liquidity." — The financial resources necessary to

21

manage liquidity risk arising from servicing functions required in acquiring
and financing MSRs, hedging costs (including margin calls) associated with
the MSR asset and financing facilities, and advances or costs of advance
financing for principal, interest, taxes, insurance, and any other servicing
related advances.

Subservicer. — The person performing the routine administration of residential

mortgage loans as agent of a mortgage servicer or MSR investor under the
terms of a subservicing contract.
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(22) Subservicing for others. — The contractual activities performed by
subservicers on behalf of a mortgage servicer or MSR investor.

(23) Tangible net worth. — Total equity less receivables due from related persons
less goodwill and other intangibles less pledged assets.

(24) Whole loans. — Those loans where a mortgage and the underlying credit risk
is owned and held on a balance sheet of the person with all ownership rights.

"§ 53-244.142. Applicability and exclusions.

(a) In addition to the provisions of this Part, all of the provisions in Part 1 of this Article
apply to covered institutions.

(b) The following exclusions apply:

) This Part does not apply to a covered institution's holding company or affiliate,
unless the holding company or affiliate is also a covered institution.

2) This Part does not apply to not-for-profit mortgage servicers or housing
finance agencies.

3) G.S. 53-244.143 does not apply to mortgage servicers solely owning or
conducting_reverse mortgage servicing, the reverse mortgage portfolio
administered by covered institutions, or the whole loan portion of portfolios.

"§ 53-244.143. Financial condition.

(a) A covered institution shall maintain capital and liquidity in compliance with this
section.

(b) For the purposes of complying with the capital and liquidity requirements of this
section, all financial data shall be determined in accordance with Generally Accepted Accounting
Principles.

(©) A covered institution that meets the FHFA Eligibility Requirements for Enterprise
Single-Family Seller/Servicers for capital, net worth ratio, and liquidity, regardless of whether
the mortgage servicer is approved for GSE servicing, meets the requirements of subsections (a)
and (b) of this section. Within 15 days of discovering any of the following events, the covered
institution shall do the following:

a Notify the Commissioner in writing if the covered institution no longer meets
the requirements of this section.

2) Provide a copy of any waiver from FHFA to the Commissioner.

3) Notify the Commissioner in writing if the FHFA waiver expires or is
rescinded, revoked, canceled, or otherwise removed.

(d) Covered institutions shall maintain written policies and procedures implementing the
capital and servicing liquidity requirements of this section. These policies and procedures shall
include a sustainable written methodology for satisfying the requirements of subsection (¢) of
this section and shall be available to the Commissioner upon request.

(e) Covered institutions shall maintain sufficient allowable assets for liquidity, in
addition to the amounts required for servicing liquidity, to cover normal business operations.
Covered institutions shall have in place sound cash management and business operating plans
that match the size and sophistication of the institution to ensure normal business operations.
Management shall develop, establish, and implement plans, policies, and procedures for
maintaining operating liquidity sufficient for the ongoing needs of the institution. These plans,
policies, and procedures shall contain sustainable, written methodologies for maintaining
sufficient operating liquidity and shall be available to the Commissioner upon request.

"§ 53-244.144. Corporate governance.

(@ Board of Directors Required. — Except as otherwise provided by subsection (b) of this
section, a covered institution shall establish and maintain a board of directors responsible for
oversight of the covered institution.

(b) Alternative to Board of Directors. — For covered institutions that are not approved to
service loans by a GSE or Ginnie Mae, or if these federal agencies have granted approval for a
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board alternative, a covered institution may establish a similar body constituted to exercise
oversight and fulfill the board of directors' responsibilities in this section.

©) Board of Directors' Responsibilities. — The board of directors is responsible for all of
the following:

) Establishing a written corporate governance framework, including appropriate
internal controls designed to monitor corporate governance and assess
compliance with the corporate governance framework, available to the
Commissioner upon request.

2) Monitoring and ensuring institution compliance with the corporate
governance framework and this Part.

3) Accurate and timely regulatory reporting, including the requirements for filing
the Mortgage Call Report.

(d) Internal Audit. — The board of directors shall establish internal audit requirements that
are appropriate for the size, complexity, and risk profile of the mortgage servicer, with
appropriate independence to provide a reliable evaluation of the mortgage servicer's internal
control structure, risk management, and governance. Internal audit requirements and the results
of internal audits shall be made available to the Commissioner upon request.

() External Audit. — A covered institution shall receive an external audit, including
audited financial statements and audit reports conducted by an independent public accountant
annually. The external audit shall be available to the Commissioner upon request and include, at
a minimum, all of the following:

@) Annual financial statements including a balance sheet, statement of
operations, income statement, and cash flows, including notes and
supplemental schedules prepared in accordance with Generally Accepted
Accounting Principles.

Assessment of the internal control structure.

Computation of tangible net worth.

Validation of MSR valuation and reserve methodology, if applicable.
Verification of adequate fidelity and errors and omissions (E&Q) insurance.
Testing of controls related to risk management activities, including
compliance and stress testing, where applicable.

) Risk Management. — A covered institution shall establish a risk management program
under the oversight of the board of directors and available to the Commissioner upon request that
identifies, measures, monitors, and controls risk sufficient for the level of sophistication of the
mortgage servicer. The risk management program shall have appropriate processes and models
in place to measure, monitor, and mitigate financial risks and changes to the risk profile of the
mortgage servicer and assets being serviced. The risk management program shall be scaled to the
complexity of the organization but shall be sufficiently robust to manage risks in several areas,
including all of the following:

) Credit risk: The potential that a borrower or counterparty will fail to perform
on an obligation.

2) Liquidity risk: The potential that the mortgage servicer will be unable to meet
its obligations as they become due because of an inability to liquidate assets
or obtain adequate funding or that it cannot easily unwind or offset specific
exposures.

3) Operational risk: The risk resulting from inadequate or failed internal
processes, people, and systems or from external events.

4 Market risk: The risk to the mortgage servicer's condition resulting from
adverse movements in market rates or prices.

PR
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(5) Compliance risk: The risk of regulatory sanctions, fines, penalties, or losses
resulting from failure to comply with laws or other supervisory requirements
applicable to the mortgage servicer.

©6) Legal risk: The potential that actions against the institution that result in
unenforceable contracts, lawsuits, legal sanctions, or adverse judgments can
disrupt or otherwise negatively affect the operations or condition of the
mortgage servicer.

(@) Reputation risk: The risk to earnings and capital arising from negative
publicity regarding the mortgage servicer's business practices.

(2)  Risk Management Assessment. — A covered institution shall conduct a risk
management assessment on an annual basis concluding with a formal report to the board of
directors available to the Commissioner upon request. Evidence of risk management activities
throughout the year shall be maintained and made part of the report, including findings of issues
and the response to address those findings."

SECTION 2. This act becomes effective October 1, 2025.
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