STATE OF OKLAHOMA
1st Session of the 49th Legislature (2003)
COMMITTEE SUBSTITUTE
FOR ENGROSSED
HOUSE BILL 1574 By: Dorman of the House

and

Coffee of the Senate

COMMITTEE SUBSTITUTE

An Act relating to professions and occupations;
amending 59 0.S. 2001, Sections 2085, 2086, 2088, and
2089, as amended by Sections 3, 4, 5 and 6, Chapter
469, 0.S.L. 2002, and Section 8, Chapter 469, 0.S.L.
2002 (59 0.S. Supp. 2002, Sections 2085, 2086, 2088,
2089 and 2092), which relate to the Mortgage Broker
Licensure Act; modifying licensing criteria for
mortgage loan originator; deleting certain contract
requirement; modifying prohibition against receipt of
fees under certain circumstances; expanding
investigative authority of Administrator of Consumer
Credit; modifying application of penalty; deleting
certain mortgage broker application requirement;
providing an effective date; and declaring an
emergency.

BE IT ENACTED BY THE PEOPLE OF THE STATE OF OKLAHOMA:

SECTION 1. AMENDATORY 59 0.S. 2001, Section 2085, as
amended by Section 3, Chapter 469, 0.S.L. 2002 (59 0.S. Supp. 2002,
Section 2085), is amended to read as follows:

Section 2085. A. 1. A person of good moral character who:

a. has at least three (3) years’ experience in the
residential mortgage loan industry as a mortgage loan
originator or mortgage broker or real estate sales,
title or lending industry during the five (5) years
immediately preceding the time of application, or

b. has satisfactorily completed applicable educational

requirements as established by rule of the Commission
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on Consumer Credit during the three (3) years
immediately preceding the time of application, and

c. has passed a mortgage broker test pursuant to Section
€ 2092 of this aet title not more than one (1) year
preceding the time of application, may make
application to the Administrator of Consumer Credit
for a mortgage broker license.

2. Application for a mortgage broker license shall be made upon
forms prescribed by the Administrator and shall be accompanied by a
nonrefundable application fee as set by rule of the Commission. The
Commission or Administrator may require additional information on
the experience, background, honesty, truthfulness, integrity and
competency of the applicant and any responsible individual
designated by the applicant. If the applicant is a person other
than a natural person, the Administrator may require information as
to the honesty, truthfulness, integrity and competency of any
officer, director, shareholder or other interested party of the
applicant.

3. Upon approval by the Administrator of the application and
payment of the license fee provided for in the Mortgage Broker
Licensure Act the Administrator shall issue to the applicant a
license which shall authorize the applicant to act as a mortgage
broker.

4., 1If a licensee is a person other than a natural person, the
license issued entitles all officers, directors, members, partners,
trustees and employees of the licensed corporation, partnership,
association or trust to engage in the mortgage business if one
officer, director, member, partner, employee or trustee of the
person 1is designated in the license as the individual responsible
for the person under this article. If a licensee is a natural
person, the license entitles all employees of the licensee to engage

in the mortgage business. If the natural person is not a resident
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of this state, an employee of the licensee shall be designated in
the license as the individual responsible for the licensee under the
provisions of this article. For purposes of this paragraph, an
employee does not include an independent contractor. A responsible
individual shall be a resident of this state, shall be in active
management of the activities of the licensee governed by the
Mortgage Broker Licensure Act and shall meet the qualifications set
forth in this subsection for a licensee.

5. A licensee shall notify the Administrator that its
responsible individual will cease to be in active management of the
activities of the licensee within ten (10) days of knowledge of that
fact. The licensee has ninety (90) days after the notification is
received by the Administrator within which to replace the
responsible individual with a qualified replacement and to notify
the Administrator of the replacement. If the license is not placed
under active management of a qualified responsible individual and if
notice is not given to the Administrator within the ninety-day
period, the license shall expire.

6. A licensee shall not employ any person unless the licensee:

a. conducts a reasonable investigation of the background,
honesty, truthfulness, integrity and competency of the
employee before hiring the employee, and

b. keeps a record of the background investigation for a
minimum of two (2) years after termination of the
employee from employment with the licensee.

7. A license is not transferable nor may it be assigned and
control of a licensee may not be acquired through a stock purchase
or other device without the prior written consent of the
Administrator. Written consent shall not be given if the
Administrator finds that any of the grounds for denial, revocation
or suspension of a license as set forth in Section 2088 of this

title are applicable to the acquiring person. For purposes of this
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paragraph, "control" means the power to vote more than twenty
percent (20%) of outstanding voting shares of a licensed
corporation, partnership, association or trust.

8. The licensee is liable for any damage caused by any
employees while acting within the scope of employment as an employee
of the licensee.

9. The examination and course of study requirements of this
section may be waived by the Administrator for any person applying
for a license who, within six (6) months immediately prior to the
submission of the application to the Administrator, has been a
licensee or a responsible person pursuant to the Mortgage Broker
Licensure Act.

B. A license issued under this act shall be valid for a period
of three (3) years, unless otherwise revoked or suspended by the
Administrator.

C. The Administrator, on determining that the applicant is
qualified and upon payment of the fees by the applicant, shall issue
a license to the applicant which is evidenced by a continuous
certificate. The Administrator shall grant or deny a license within
thirty (30) days after receipt of the completed application and
appropriate fees. An applicant who has been denied a license may
not reapply for the license for sixty (60) days from the date of the
previous application.

D. A licensee shall pay the renewal fee on or before December
31. Licenses not renewed by December 31 will be suspended and the
licensee shall not act as a mortgage broker until the license is
renewed or a new license is issued pursuant to the Mortgage Broker
Licensure Act. A person may renew a suspended license by paying the
renewal fee plus Twenty-five Dollars ($25.00) for each day after
December 31 that a license renewal fee is not received by the
Administrator and making application for renewal in the manner

prescribed by the Administrator. Licenses which are not renewed by
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February 1 of the subsequent year shall expire. A license shall not
be granted to the holder of an expired license except as provided in
the Mortgage Broker Licensure Act for the issuance of an original
license.

E. On or before December 31, a licensee may request inactive
status for the following license year, and the license shall be
placed on inactive status after payment to the Administrator of the
inactive status renewal fee prescribed in this section and the
surrender of the license to the Administrator. During inactive
status, an inactive licensee shall not act as a mortgage broker. A
licensee may not be on inactive status for more than two (2)
consecutive years, nor for more than four (4) years in any ten-year
period. The license is deemed expired for violation of any of the
limitations of this subsection.

F. An inactive licensee may return to active status
notwithstanding the requirement of this section by making a request
in writing to the Administrator for reactivation and paying the
prorated portion of the annual fee that would have been charged to
the licensee to maintain normal active status. The licensee shall
also provide the Administrator with proof that the licensee meets
all of the other requirements for acting as a mortgage broker.

G. A licensee shall prominently display the mortgage broker
license in the office of the mortgage broker.

H. Every licensed mortgage broker shall designate and maintain
a principal place of business in this state for the transaction of
business. The license shall specify the address of the principal
place of business. If a licensee wishes to maintain one or more
locations for the transaction of business in addition to a principal
place of business, the licensee shall first obtain a branch office
license from the Administrator and designate a person for each
branch office to oversee the operations of that branch office. The

licensee shall submit a fee as set forth in this section for each
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branch office license issued. If the Administrator determines that
the applicant is qualified, the Administrator shall issue a branch
office license indicating the address of the branch office. The
licensee shall conspicuously display the branch office license in
the branch office. If the address of the principal place of
business or of any branch office is changed, the licensee shall
immediately notify the Administrator of the change and the
Administrator shall endorse the change of address on the license for
a fee as prescribed in this section.

I. 1. 1Initial and renewal license fees shall be Three Hundred
Dollars ($300.00) for each three-year period.

2. Branch office fees shall be One Hundred Fifty Dollars
($150.00) for each three-year period.

3. 1Inactive status fees shall be Fifty Dollars ($50.00) for
each year.

4. A fee of Ten Dollars ($10.00) shall be charged for each
change of address on a branch office license.

5. 1Individual and renewal license fees for a mortgage loan
originator license shall be One Hundred Dollars ($100.00) for each
three-year period.

These fees shall be deposited in the Oklahoma Mortgage Brokers
Recovery Fund.

J. A person may be denied a license for any of the causes set
forth in subsection B of Section 2088 of this title.

K. A mortgage broker who held a current license as of July 1,
2003, which was issued under the Mortgage Broker Licensure Act shall
be granted an initial license by the Administrator pursuant to the
provisions of this section.

L. To be eligible to be a licensed mortgage loan originator, a
person must make application to the Administrator of Consumer
Credit. The person making application must meet the following

criteria:
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1. The person must be an individual who is at least twenty—eone

421> eighteen (18) vyears of age;

2. The person must be a citizen of the United States of America
or a lawfully admitted alien;

3. The person must designate in the application the name of the
licensed mortgage broker sponsoring the mortgage loan originator;

4. The person must have at least eighteen (18) months of
experience as a mortgage loan originator as evidenced by documentary
proof of full-time employment as a mortgage loan originator with a
licensed mortgage broker or a person exempt from licensure under
Section 2083 of this title, or passes a mortgage loan originator
test pursuant to Section & 2092 of this aet title not more than one
(1) year preceding the application; and

5. The person has not been convicted of a criminal offense the
Administrator determines directly relates to the occupation of a
mortgage loan originator.

SECTION 2. AMENDATORY 59 0.5. 2001, Section 2086, as
amended by Section 4, Chapter 469, 0.S.L. 2002 (59 0.S. Supp. 2002,
Section 2086), is amended to read as follows:

Section 2086. A. A mortgage broker shall have a written
correspondent or loan brokerage agreement with a lender before any

solicitation of, or contracting with, the public.

B.
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&~ 1. Upon receipt of a loan application and before the

receipt of any monies from a borrower, a mortgage broker shall
provide to each borrower a full written disclosure containing an
itemization and explanation of all fees and costs that the borrower
is required to pay in connection with obtaining a residential

mortgage loan, or specifying the fee or fees which inure to the
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benefit of the mortgage broker and other such disclosures as may be
required by rule of the Commission on Consumer Credit.

2. A good faith estimate of a fee or cost shall be provided if
the exact amount of the fee or cost is not determinable.

3. This subsection shall not be construed to require disclosure
of the distribution or breakdown of loan fees, discount, or points
between the mortgage broker and any lender or investor.

B+ C. 1If a borrower is unable to obtain a loan for any reason
and the borrower has paid for an appraisal, title report, or credit
report, the mortgage broker shall give a copy of the appraisal,
title report, or credit report to the borrower and transmit the
originals to any other mortgage broker or lender to whom the
borrower directs that the documents be transmitted. The mortgage
broker must provide the copies or transmit the documents within five
(5) business days after the borrower has made the request in
writing.

E~ D. 1. Except as otherwise permitted by this subsection, =&

no mortgage broker or mortgage loan originator shall aet receive a

fee, commission, or compensation of any kind in connection with the
preparation, negotiation, and brokering of a residential mortgage
loan unless a borrower actually obtains a loan from a lender on the

terms and conditions agreed upon by the borrower and mortgage

broker.
2. A mortgage broker may solicit or receive fees for third-
party provider goods or services in advance. The mortgage broker

may not charge more for the goods and services than the actual costs
of the goods or services charged by the third-party provider.
SECTION 3. AMENDATORY 59 0.5. 2001, Section 2088, as
amended by Section 5, Chapter 469, O0.S.L. 2002 (59 0.S. Supp. 2002,
Section 2088), is amended to read as follows:
Section 2088. A. The Administrator of Consumer Credit may upon

his or her own motion, and shall upon written complaint filed by any
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person, investigate the business transactions of any mortgage broker

or mortgage loan originator and, after notice and hearing, may, for

any cause as set forth in subsection B of this section, impose the

following sanctions:

1. Reprimand;

2. Probation for a specified period of time;

3. Suspension of license for specified periods of time;

4. Revocation of license;

5. Imposition of an administrative fine which shall be not less

than One Hundred Dollars ($100.00) nor more than Two Thousand
Dollars ($2,000.00) for each violation nor exceed Five Thousand
Dollars ($5,000.00) for all violations resulting from a single
incident or transaction;

6. Restitution of actual damages suffered by the complaining
person; or

7. Any combination of sanctions as provided for by paragraphs 1
through 6 of this subsection.

B. Cause shall be established upon clear and convincing

evidence that any mortgage broker, mortgage loan originator or

employee of a mortgage broker or mortgage loan originator has

performed or has attempted to perform, or is performing or is
attempting to perform any of the following acts:

1. Making a materially false or fraudulent statement in an
application for license;

2. Making substantial misrepresentations or false promises in
the conduct of business as a mortgage broker or through advertising;

3. Failing to escrow, account for, or remit monies or documents
as required by this act;

4. Commingling monies as prohibited by this act;

5. Having been convicted in a court of competent jurisdiction
of having violated any provision of the federal fair housing laws,

42 U.S.C., Section 3601 et seq.;
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6. Having been convicted in a court of competent jurisdiction
in this or any other state of the crime of forgery, embezzlement,
obtaining money under false pretenses, extortion, conspiracy to
defraud, fraud, or any similar offense or offenses, or pleading
guilty or nolo contendere to any such offense or offenses;

7. Failing to pay the fees or obtain a license as required
under the Mortgage Broker Licensure Act or to comply with an order
lawfully issued pursuant to the Mortgage Broker Licensure Act; or

8. Having violated any provision of the Mortgage Broker
Licensure Act.

SECTION 4. AMENDATORY 59 0.5. 2001, Section 2089, as
amended by Section 6, Chapter 469, 0.S.L. 2002 (59 0.S. Supp. 2002,
Section 2089), 1is amended to read as follows:

Section 2089. A. 1In addition to any other penalties provided
by law, any person without a license as required by the Mortgage
Broker Licensure Act who engages in the business of a mortgage

broker or mortgage loan originator or who willingly and knowingly

violates any provision of the Mortgage Broker Licensure Act, upon
conviction, shall be guilty of a misdemeanor which shall be
punishable by a fine of not more than One Thousand Dollars
($1,000.00) for each violation. Each violation shall be a separate
offense under this section.

B. In addition to any civil or criminal actions authorized by
law, the Administrator of Consumer Credit, the Attorney General, or
the district attorney may apply to the district court in the county
in which a violation of the Mortgage Broker Licensure Act has
allegedly occurred for an order enjoining or restraining the person
from continuing the acts specified in the complaint. The court may
grant any temporary or permanent injunction or restraining order,

without bond, as it deems Jjust and proper.
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SECTION 5. AMENDATORY Section 8, Chapter 469, 0.S.L.
2002 (59 0.S. Supp. 2002, Section 2092), is amended to read as
follows:

Section 2092. A. The Administrator of consumer credit shall
appoint the Mortgage Broker Advisory Committee to serve as a testing
committee to create, periodically update and establish standards for
passing a test for mortgage brokers and all mortgage loan
originators. The test is subject to the approval of the
Administrator.

B. Each applicant for an original license as a mortgage broker
or as a mortgage loan originator, before issuance of the license,
shall personally take and pass the written test given under the
supervision of the Administrator. The test must reasonably examine
the applicant's knowledge of:

1. The obligations between principal and agent, the applicable
canons of business ethics, the provisions of the Mortgage Broker
Licensure Act and the rules adopted under the Mortgage Broker

Licensure Act;

2. The arithmetical computations common to mortgage brokerage;
3. The principles of real estate lending; and
4. The general purposes and legal effect of mortgages, deeds of

trust and security agreements.

C. The Administrator shall administer the test to applicants
for licenses not less than once every three (3) months. The
Administrator shall reasonably prescribe the time, place and conduct
of testing and collect a fee for administration of the test to be
assessed to all persons taking the test. The fee is One Hundred
Fifty Dollars ($150.00) per testing. An applicant may not take the
test more than two times within a twelve-month period.

D. All tests shall be given, conducted and graded in a fair and

impartial manner and without unfair discrimination between
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individuals tested. The Administrator shall inform the applicant of
the result of the test within thirty (30) business days.

E. For testing purposes, the Administrator shall prepare a
handbook for mortgage brokers and mortgage loan originators and
distribute the handbook to all applicants for a fee that shall not
exceed the actual cost of producing and distributing the handbook.

F. For the purposes of this section, "applicant" means a person

who has submitted a completed application in the form prescribed by
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SECTION 6. This act shall become effective July 1, 2003.

SECTION 7. It being immediately necessary for the preservation
of the public peace, health and safety, an emergency is hereby
declared to exist, by reason whereof this act shall take effect and

be in full force from and after its passage and approval.
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