As Introduced

129th General Assembly
Regular Session S. B. No. 333
2011-2012

Senator Obhof

Cosponsors: Senators Beagle, Coley, LaRose, Seitz

A BILL

To anend sections 1321.52 and 1322.02 and to enact
sections 1321.537 and 1322.042 of the Revised Code
to aut horize the Superintendent of Financi al
Institutions to issue a tenporary nortgage | oan

originator license under certain circumstances.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF OHIO:

Section 1. That sections 1321.52 and 1322. 02 be anended and
sections 1321.537 and 1322. 042 of the Revised Code be enacted to

read as foll ows:

Sec. 1321.52. (A)(1) No person, on that person's own behal f
or on behalf of any other person, shall do any of the follow ng
wi thout having first obtained a certificate of registration from

the division of financial institutions:

(a) Advertise, solicit, or hold out that the person is
engaged in the business of nmaking residential nortgage | oans
secured by a nortgage on a borrower's real estate which is other

than a first lien on the real estate;

(b) Engage in the business of |ending or collecting the
person's own or another person's noney, credit, or choses in

action for non-first lien residential nortgage | oans;
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(c) Enploy or conpensate nortgage | oan originators |icensed
or who shoul d be |icensed under sections 1321.51 to 1321.60 of the
Revi sed Code to conduct the business of naking residential

nort gage | oans;

(d) Make loans in this state of the type set forth in
division (C) of this section that are unsecured or are secured by
ot her than real property, which loans are for nore than five
thousand dollars at a rate of interest greater than permtted by

section 1343.01 or other specific provisions of the Revised Code.

(2) Each person issued a certificate of registration or
license is subject to all the rules prescribed under sections
1321.51 to 1321.60 of the Revised Code.

(B)(1) Al loans made to persons who at the tine are
residents of this state are considered as nmade within this state
and subject to the laws of this state, regardl ess of any statenent

in the contract or note to the contrary, except as foll ows:

(a) If the loan is primarily secured by a lien on rea
property in another state and is arranged by a nortgage | oan
originator licensed by that state, the borrower nmay by choice of
| aw designate that the transaction be governed by the |aw where
the real property is located if the other state has consuner
protection | aws covering the borrower that are applicable to the

transacti on.

(b) If the loan is for the purpose of purchasi hg goods
acquired by the borrower when the borrower is outside of this

state, the loan nmay be governed by the |aws of the other state.

(2) Nothing in division (B)(1) of this section prevents a
choice of law or requires registration or |icensure of persons
outside of this state in a transaction involving the solicitation
of residents of this state to obtain non-real estate secured | oans

that require the borrowers to physically visit a |lender's
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out-of-state office to apply for and obtain the di sbursenent of

| oan funds.

(©O A registrant may nake unsecured | oans, |oans secured by a
nortgage on a borrower's real estate which is a first lien or
other than a first lien on the real estate, |oans secured by other
than real estate, and | oans secured by any conbinati on of
nort gages and security interests, on terns and conditions provided
by sections 1321.51 to 1321.60 of the Revised Code.

(D (1) If alender that is subject to sections 1321.51 to
1321. 60 of the Revised Code makes a loan in violation of division
(A) (1) of this section, the lender has no right to collect,

receive, or retain any interest or charges on that |oan

(2) If aregistrant applies to the division for a renewal of
the registrant's certificate after the date required by division
(A (7) of section 1321.53 of the Revised Code, but prior to the
first day of February of that year, and the division approves the
application, division (D)(1) of this section does not apply with
respect to any |l oan made by the registrant while the registrant's

certificate was expired

(3) If a person's registration under sections 1321.51 to
1321. 60 of the Revised Code term nates due to nonrenewal or
ot herwi se but the person continues to engage in the business of
collecting or servicing non-first lien residential nortgage |oans
in violation of division (A)(1) of this section, the
superintendent of financial institutions may take adm nistrative
action, including action on any subsequent application for a
certificate of registration. In addition, no |ate fee, bad check
charge except as incurred, charge related to default or cost to
realize on its security interest, or prepaynent penalty on
non-first lien residential nortgage |oans shall be collected or
retained by a person who is in violation of division (A)(1)(b) of

this section for the period of tine in which the person was in
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violation. Nothing in division (D)(3) of this section prevents or
ot herwi se precludes any other actions or penalties provided by |aw
or nodifies a defense of holder in due course that a subsequent

purchaser servicing the residential nortgage |oan may raise.

(E) (1) No individual shall engage in the business of a
nortgage | oan originator without first obtaining and nmaintaining
annually a |icense pursuant to section 1321.532 of the Revised
Code fromthe division of financial institutions. A nortgage |oan
ori ginator shall be enpl oyed or associated with a regi strant or
entity exenpt fromregistration under sections 1321.51 to 1321. 60
of the Revised Code, but shall not be enployed by or associated

with nore than one registrant or exenpt entity at any one tine.

(2) An individual acting under the individual's authority as
a registered nortgage |loan originator shall not be required to be

i censed under division (E)(1) of this section.

(3) An individual who holds a valid tenporary nortgage | oan

originator |license issued pursuant to section 1321.537 of the

Revi sed Code may engage in the business of a nortgage | oan

originator in accordance with sections 1321.51 to 1321.60 of the

Revi sed Code during the termof the tenporary license.

(F)(1) Each licensee shall register with, and maintain a
valid unique identifier issued by, the nationw de nortgage

i censing systemand registry.

(2) No person shall use a licensee's unique identifier for
any purpose other than as set forth in the "Secure and Fair
Enforcenment for Mortgage Licensing Act of 2008," 122 Stat. 2810,
12 U. S. C 5101

(G(1) If a person that is subject to sections 1321.51 to
1321. 60 of the Revised Code makes a loan in violation of division
(A (1) (d) of this section and subsequently sells or assigns that

| oan, the person is liable to the borrower for any interest paid
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on that loan to the holder or assignee in excess of the rate that
woul d be applicable in the absence of sections 1321.51 to 1321.60
of the Revised Code, in addition to any interest or charges paid
on that loan to the unauthorized | ender as provided by division
(D)(1) of this section.

(2) If a person that is subject to sections 1321.51 to
1321. 60 of the Revised Code nakes a residential nortgage loan in
violation of division (A (1)(b) or (c) of this section and
subsequently sells or assigns that |oan, the lender is liable to
the borrower for any interest paid on that |oan to the hol der or
assi gnee in excess of the rate set forth in division (B)(4) of
section 1343.01 of the Revised Code, in addition to any interest
or charges paid on that |loan to the unauthorized | ender as

provi ded by division (D)(1) of this section.

Sec. 1321.537. (A) As used in this section:

(1) "Qut-of-state nortgage | oan origi nator" neans an

i ndi vidual to whom both of the follow ng apply:

(a) The individual holds a valid nortgage | oan ori gi nator

license, or conparable authority, issued pursuant to the |aw of

any other state of the United States.

(b) The individual is reqgistered. fingerprinted, and

mai ntai ns a unique identifier through the nati onwi de nortgage

| icensing system and registry.

(2) "Sponsor" neans a registrant that enploys an applicant

for a tenporary nortgage |loan originator |license and, during the

termof the applicant's tenporary license, covers the applicant

under its corporate surety bond.

(B) The superintendent of financial institutions may, in

accordance with this section, issue to a reqistered nortgage | oan

originator or an out-of-state nortgage | oan originator a tenporary
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nortgage | oan originator |license that enables the |licensee to

engage in the business of a npbrtgage | oan originator while the

i ndi vidual conpletes the requirenents necessary to neet the

conditions set forth in section 1321.532 of the Revised Code for a

nortgage | oan originator license. A tenporary nortgage | oan

originator license shall be valid for a termof at |east one

hundred twenty days.

(C) An application for a tenporary nprtogade | oan origi nator

license shall be in witing, under oath, and in a formthat neets

the requirenents of the national nortgage |licensing system and

registry. The application shall be acconpani ed by a nonrefundabl e

application fee of one hundred dollars and a certification that,

as of the date of application, the applicant neets both of the

follow ng conditions:

(1) The applicant has not had a nortgage | oan originator

license, or conparable authority, revoked in _any governnmenta

jurisdiction. For purposes of division (C (1) of this section, a

subsequent formal vacation of such a revocation shall not be

consi dered a revocation.

(2) The applicant has not been convicted of, or pleaded

quilty or nolo contendere to. any of the following in a donmestic,

foreign, or mlitary court:

(a) During the seven-year period i mmediately precedi ng the

date of application, a felony:

(b) At any tine prior to the date of application, a felony

involving an act of fraud., dishonesty. a breach of trust., theft,

or_noney | aunderi ng.

For purposes of division (C(2) of this section, any

conviction for which the applicant has received a pardon, or that

has been expunged, shall not be considered a conviction.

(D) The superintendent shall issue a tenporary nortgage | oan
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originator license to the applicant if the superintendent finds

that all of the followi ng conditions are net:

(1) The application is acconpani ed by the application fee and

the certification described in division (C) of this section.

(2) The applicant has been enployed for at least two of the

imediately preceding ten years as a nortgage loan originator in

this or any other state.

(3) The applicant is registered, fingerprinted, and has a

valid unigue identifier through the nationwi de nortgage |licensing

system and reqgistry as of the date of application.

(4) The applicant has authorized the nati onwi de nortgage

licensing systemand registry to obtain a credit report for

subm ssion to the superintendent.

(5) The applicant has a sponsor that certifies enpl oynent of

the applicant and has signed the application.

(E) The sponsor of a tenporary licensee shall be responsible

for the activities of the |licensee within the scope of the

licensee's enploynent during the termof the tenporary license. |f

the tenporary licensee's enploynent with the sponsor is

term nated, the sponsor shall notify the division of financia

institutions, by reqgistered mail return receipt requested, of the

termnation. Upon the division's receipt of the notice, the

sponsor _shall no | onger be held responsible for the activities of

the tenporary |licensee.

(F) In accordance with Chapter 119. of the Revised Code., the

superintendent nmay revoke a licensee's tenporary nortgage | oan

originator license if the superintendent finds either of the

foll ow ng:

(1) The licensee no |longer neets the conditions set forth in

division (C of this section

Page 7

175
176

177
178

179
180
181

182
183
184

185
186
187

188
189

190
191
192
193
194
195
196
197
198

199
200
201
202

203
204



S. B. No. 333
As Introduced

(2) The licensee nade a substantial msrepresentation in the

license application.

(G The superintendent may, in accordance with Chapter 119.

of the Revised Code., adopt rules necessary for the inplenmentation

and operation of this section.

Sec. 1322.02. (A (1) No person, on the person's own behal f or
on behal f of any other person, shall act as a nortgage broker
wi thout first having obtained a certificate of registration from
the superintendent of financial institutions for every office to
be mai ntai ned by the person for the transaction of business as a
nortgage broker in this state. A registrant shall mintain an
office location in this state for the transaction of business as a

nort gage broker in this state.

(2) No person shall act or hold that person's self out as a
nort gage broker under the authority or nanme of a registrant or
person exenpt from sections 1322.01 to 1322.12 of the Revised Code
wi thout first having obtained a certificate of registration from
the superintendent for every office to be maintained by the person
for the transaction of business as a nortgage broker in this

state.

(B)(1) No individual shall act as a | oan originator wthout
first having obtained a license fromthe superintendent. A |oan
ori gi nator shall be enployed by or associated with a nortgage
broker or any person or entity listed in division (G (2) of
section 1322.01 of the Revised Code, but shall not be enpl oyed by
or associated with nore than one nortgage broker or person or

entity at any one tine.

(2) An individual acting under the individual's authority as
a registered |l oan originator shall not be required to be |licensed

under division (B)(1) of this section.
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(3) An individual who holds a valid tenporary | oan originator

| i cense issued pursuant to section 1322.042 of the Revi sed Code

nmay engage in the business of a loan originator in accordance with

sections 1322.01 to 1322.12 of the Revised Code during the term of

the tenporary license.

(O (1) No person acting as a nortgage broker or |oan
originator shall fail to register with, and naintain a valid
uni que identifier issued by, the nationw de nortgage |icensing

system and registry.

(2) No person shall use a nortgage broker's or | oan
originator's unique identifier for any purpose other than as set
forth in the "Secure and Fair Enforcenent for Mrtgage Licensing
Act of 2008," 122 Stat. 2810, 12 U.S. C. 5101.

Sec. 1322.042. (A) As used in this section:

(1) "Qut-of -state | oan originator” neans an individual to

whom both of the follow ng apply:

(a) The individual holds a valid | oan originator |license, or

conparable authority. issued pursuant to the | aw of any other

state of the United States.

(b) The individual is registered. fingerprinted, and

nmai ntai ns a unique identifier through the nationw de nortgage

licensing system and registry.

(2) "Sponsor" neans a registrant that enploys an applicant

for a tenporary |oan originator |license and, during the term of

the applicant's tenporary license, covers the applicant under its

corporate surety bond.

(B) The superintendent of financial institutions may, in

accordance with this section, issue to a reqgistered |oan

originator or an out-of-state |oan originator a tenporary | oan

originator |license that enables the |icensee to engage in the
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busi ness of a loan originator while the individual conpletes the

reqgui renments necessary to neet the conditions set forth in section

1322. 041 of the Revised Code for a |oan originator |icense. A

tenporary loan originator license shall be valid for a termof at

| east _one hundred twenty days.

(C) An application for a tenporary loan originator |license

shall be in witing, under oath, and in a formthat neets the

requi renents of the national nortgage |licensing system and

registry. The application shall be acconpani ed by a nonrefundabl e

application fee of one hundred dollars and a certification that,

as of the date of application., the applicant neets both of the

follow ng conditions:

(1) The applicant has not had a | oan originator |license, or

conparabl e authority, revoked in any governnental jurisdiction

For purposes of division (€ (1) of this section, a subsequent

formal vacation of such a revocation shall not be considered a

revocati on.

(2) The applicant has not been convicted of. or pl eaded

gquilty or nolo contendere to. any of the following in a donestic,

foreign, or mlitary court:

(a) During the seven-year period imediately precedi ng the

date of application, a felony:

(b) At any tinme prior to the date of application, a felony

involving an act of fraud, dishonesty, a breach of trust, theft,

or _noney | aunderi ng.

For purposes of division (€ (2) of this section, any

conviction for which the applicant has received a pardon, or that

has been expunged, shall not be considered a conviction.

(D) The superintendent shall issue a tenporary |oan

originator license to the applicant if the superintendent finds

that all of the followi ng conditions are net:
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(1) The application is acconpani ed by the application fee and

the certification described in division (C of this section.

(2) The applicant has been enployed for at least two of the

imediately preceding ten years as a loan originator in this or

any other state.

(3) The applicant is reqgistered, fingerprinted, and has a

valid unique identifier through the nati onwi de nortgage |icensing

system and reqgistry as of the date of application.

(4) The applicant has authorized the nati onw de nortgage

licensing systemand reqgistry to obtain a credit report for

subni ssion to the superint endent.

(5) The applicant has a sponsor that certifies enpl oynment of

the applicant and has signed the application.

(E) The sponsor of a tenporary |licensee shall be responsible

for the activities of the |licensee within the scope of the

licensee's enploynent during the termof the tenporary license. |f

the tenporary licensee's enploynent with the sponsor is

term nated, the sponsor shall notify the division of financial

institutions, by reqgistered mail return receipt requested, of the

term nation. Upon the division's receipt of the notice, the

sponsor_shall no | onger be held responsible for the activities of

the tenporary |licensee.

(F) In accordance with Chapter 119. of the Revised Code, the

superi ntendent may revoke a licensee's tenporary | oan origi nator

license if the superintendent finds either of the foll ow ng:

(1) The licensee no |onger neets the conditions set forth in

division (€ of this section

(2) The licensee nade a substantial nisrepresentation in the

license application.

(G The superintendent may, in accordance with Chapter 119.
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of the Revised Code, adopt rules necessary for the inplenmentation 326
and operation of this section. 327
Section 2. That existing sections 1321.52 and 1322.02 of the 328

Revi sed Code are hereby repeal ed. 329



