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AN ACT to renuphber 224.71 (1c) and 224.72 (3); to amend 224.71 (3) (b) 2.,
224.71 (4) (b)"2., 224.72 (3) (title), 224.72 (5) (a), 224.72 (7Tm) (intro.), 224.77 (1m)
(a), 224.80 (1) and 224.80 (2) (a) 1.; and to create 224.71 (1d), 224.72 (3) (b),
224.72 (3) (c), 224.72 (7) (d) to (f), 224.72 (Tm) (am), 224.72 (7p), 224.755 and
224.79 of the statutes; relating to: qualifications of certain agents of mortgage
bankers and mortgage brokers, consumer mortgage brokerage agreements,

granting rule-making authority, and providing a penalty.

Analysis by the Legislative Reference Bureau

This bill makes various changes to the laws governing mortgage banking and
mortgage brokering. Significant changes include:

Licensed lenders that engage in mortgage banking or mortgage brokering

Current law requires mortgage bankers and mortgage brokers to be registered
with the Division of Banking (division) in the Department of Financial Institutions
(DFI). Generally, a mortgage banker is a person who originates loans that are
secured by mortgages (mortgage loans), sells or services mortgage loans, services
land contracts, or provides escrow services. A mortgage broker is generally a person
who, on behalf of another person and for a commission, finds or negotiates a
mortgage loan. Typically, mortgage bankers and mortgage brokers are institutions,
not individuals. There are several exemptions from the current definitions of
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“mortgage banker” and “mortgage broker,” including certain lending institutions
licensed by the division (licensed lenders).

This bill deletes the exemptions for licensed lenders, thereby requiring licensed
lenders who engage in mortgage banking or mortgage brokering to be registered as
such with the division. The bill requires these licensed lenders to obtain a
registration no later than the 60th day after the bill becomes law.

Competency examinations

This bill establishes competency examination and continuing education
requirements applicable to certain agents, called loan originators, of mortgage
bankers and mortgage brokers. Current law does not contain any such
requirements. A loan originator is generally a person who finds or negotiates a
“mortgage loan for or on behalf of a mortgage banker or mortgage broker. With certain

exceptions, this bill requires an applicant for registration as a loan originator to pass [gpi" :

A

a written examination covering primary and subordinate mortgage financing
transactions and the laws regulating mortgage bankers and mortgage brokers. This
requirement must be satisfied as a condition of the division approving an application
for registration as a loan originator. In addition, with certain exceptions, the bill
requires an applicant for renewal of registration to pass a written examination

This bill also requires each loan originator, as a condition of renewing a
registration, to successfully complete at least 16 hours of education covering primary
and subordinate mortgage financing transactions and the laws regulating mortgage

ers and mortgage brokers, i O i

AN a CALA Seery X

The division by rule, must establih the
examinations and program of continuing education and must establish standards for
.approving persi}? who administer the comp
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“Criminal background checks = -

originator, or for renewal of registration, to obtain a criminal history search from the
Department of Justice, showing the applicant’s criminal arrest and conviction record
in this state. The employer must submit the results of the search to the division.
Under the bill, the division may not issue or renew a registration if the results of the
search indicate that the applicant has been convicted of a felony and, as a result of
the conviction, represents an unreasonable risk of violating the subchapter of the
statutes that generally governs mortgage bankers, mortgage brokers, and loan
originators. :
Regulation of consumer brokerage agreements

Currently, the rules of DFI regulate the content of brokerage agreements. This

bill requires every brokerage-agreement-between a mortgage broker and a consumer
''''''' reyiew T
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to be in writing, in the form prescribed by rule of the division, and to contain all
information required by rule of the division. Under the bill, the division must
promulgate these rules for the purpose of facilitating the comparison of similar
charges and total charges assessed by different mortgage brokers. The bill also
requires a mortgage broker to give a consumer a disclosure statement which contains
a brief explanation of the relationship between the consumer and the mortgage
broker under the brokerage agreement and the manner in which the mortgage
broker may be compensated, and any additional information required by rule of the
division. The mortgage broker must explain the content of the disclosure statement
and ensure that the consumer initials or signs the statement, acknowledging that
the consumer has read and understands the statement. Under the bill, a consumer
generally means an individual who seeks or acquires mortgage brokerage services
for personal, family, or household purposes.

Penalties and limitations on liability

This bill raises the maximum potential forfeiture (civil penalty) for certain
violations of the mortgage banking and mortgage brokering laws from $1,000 to
$2,000 and increases the maximum potential liability for these violations in certain
private causes of action from $1,000 to $2,000. The bill also raises the maximum
potential fine and imprisonment (criminal penalties) for violating a registration
requirement under the mortgage banking and mortgage brokering laws from $1,000
and six months to $2,000 and nine months.

Because this bill creates a new crime or revises a penalty for an existing crime,
the Joint Review Committee on Criminal Penalties may be requested to prepare a
report concerning the proposed penalty and the costs or savings that are likely to
result if the bill is enacted.

For further information see the state and local fiscal estimate, which will be
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 224.71 (1¢) of the statutes is renumbered 224.71 (1e).

2 SECTION 2. 224.71 (1d) of the statutes is created to read:

3 224.71 (1d) “Consumer” means a person other than an organization, alts defined
4 in s. 421.301 (28), who seeks or acquires mortgage brokerage services for personal,
5 family, or household purposes.

6 " SECTION 3. 224.71 (3) (b) 2. of the statutes is amended to read:
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224.71 (3) (B) 2. A credit union which negotiates loans er-any licensee-under
eh-—138 which negetiatesloans or any licensed éttorney who, incidental to the general
practice of law, negotiates or offers or attempts to negotiate a loan.

SECTION 4. 224.71 (4) (b) 2; of the statutes is amended to read:

224.71 (4) (b) 2. A credit union which negotiates loans or-anylicensee-under
eh~—l38—wh&eh—neget}a4;es4eans or any licensed attorney who, incidental to the general
practice of law, negotiates or offers or attempts to negotiate a loan.

SECTION 5. 224.72 (3) (title) of the statutes is amended to read:

224.72 (3) (title) ADDITIONAL REQUIREMENT REQUIREMENTS FOR LOAN ORIGINATOR
APPLICANT.

SECTION 6. 224.72 (3) of the statutes is renumbered 224.72 (3) (a).

SECTION 7. 224.72 (3) (b) of the statutes is created to read:

224.72 (3) (b) In addition to the requirements of sub. (2), each applicant for
registration as a loan originator, other thaﬁ an applicant employed by a subsidiary
of a credit union or of an entity described under s. 224.71 (3) (b) 1., shall pass a Written.
examination covering primary and subordinate mortgage financing transactions
and the pro 'éions of this subchapter. The examination shall be administered by@’a/

(o) (of

' He loan oismetor regites beourd
Ideribibn’s designeegnd shall comply with the applicable rules promulgated under

sub. (7p).

SECTION 8. 224.72 (3) (c) of the statutes is created to read:

224.72 (3) (¢c) The employer of each applicant for registration as a loan
originator shall obtain a criminal history search relating to the applicant from the
records maintained by the department of justice and submit the results of the search
to the division.

SECTION 9. 224.72 (5) (a) of the statutes is amended to read:
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224.72 (5) (a) Loan originator. Except as provided in sub. (7m), upon receiving
a properly completed application for registration as a loan originator and the fee

specified in rules promulgated under sub. (8) and upon an applicant’s compliance

with sub. (3) (a) and, if required, sub. (3) (b), the division may issue to the applicant
a certificate of registration as a loan originator.
SECTION 10. 224.72 (7) (d) to (f) of the statutes are created to read:

| 224.72 (7) (d) An applicant for renewal of a certiﬁcate of registration as a loan
originator, other than an applicant employed by a subsidiary of a credit union or of
an entity described under s. 224.71 (3) (b) 1., shall, as part of the application, pass
a written examination designed to determine whether the applicant remains
competent in primary and subordinate mortgage financing transactions and the
provisions of this subchapter. The examination shall be administered by the

/L& /oa,\ ap/q/lﬂm‘wf rw/m ?maa)
wivisiopis designee K\; “shall comply with the applicable rules promulgated under

sub. (7p).

(e applicant for renewal of a certificate of registration as a loan originator

shall as part of the apphcatlon}/Ee/fd_,owgpg, @ s prout é@’ " 5w

/81/1bm1t evidence that is satisfactory to the division that, during the 2 years

preceding the date of application, the applicant has successfully completed at least
16 hours of education covering primary and subordinate mortgage financing
transactions and the provisions of this subchapter, consistent with rules

promulgated by the division under sub (7p) })

> E Satlsfy the competency examination requlrements under sub (3)‘]0?]

() The employer of each applicant for renewal of a certificate of registration as

a loan originator shall obtain a criminal history search relating to the applicant from
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the records maintained by the department of justice and submit the results of the
search to the division.

SECTION 11. 224.72 (7m) (intro.) of the statutes is amended to read:

224.72 (7Tm) DENIAL OF APPLICATION FOR ISSUANCE OR RENEWAL OF REGISTRATION.
(intro.) The department division may not issue or renew a certificate of registration
under this section if any of the following applies:

SECTION 12. 224.72 (7m) (am) of the statutes is created to read:

224.72 (7m) (am) The information provided to the division under sub. 3) (e)
or (7) (f) indicates that the applicant has been convicted of a felony and, as a result
of the conviction, the applicant represents an unreasonable risk of Violatihg this
subchapter, in the opinion of the division. -

SECTION 13. 224.72 (7p) of the statutes is created to read:

224.72 (7p) RULES FOR COMPETENCY EXAMINATION AND CONTINUING EDUCATION
REQUIREMENTS. The division shall promulgate rules establishing requirements for all
of the following:

(a) The content of examinations in the law of mortgage banking and mortgage

. i g . (3) ( ) : - - . ( ) ( - l"'i“

{‘mt_\ odgptor repen O

rovaljof any persons who @_Bim'ster examinations under sub. (3)
i 4

\f:of (1)@ J) v
(b) jor provide education under sub. (7) (e%é

SECTION 14. 224.755 of the statutes is created to read:
224.755 Continuing education records. A loan originator shall keep
x

records documenting compliance with s. 224.72 (7) (e) for at least 4 years.

SECTION 15. 224.77 (1m) (a) of the statutes is amended to read:
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224.77 (1m) (a) The division may assess against\/a person who is registered
under\this chapter a forfeiture of not more than $1,000 $2.000 for each violation
enumerated under sub. (1) (a) to (o) or (r).

SECTION 16. _ 224.79 of the statutes is created to read:

224.79 Consumer mortgage brokerage agreements and consumer
disclosures. (1) FORM AND CONTENT OF CONSUMER MORTGAGE BROKERAGE AGREEMENTS.
Every contract between a mortgage broker and a consumer under which the
mortgage broker agrees to provide brokerage services to the consumer shall be in
writing, in thé form prescribed by rule of the division, and shall contain all
information required by rule of the division. The division shall promulgate rules to
administer this subséction. The division shall design these rules to facilitate the
comparison of similar charges and total charges assessed by different mortgage
brokers.

2) CONSUMER DISCLOSURE STATEMENT. Before entering into a contract with a
consumer to provide brokerage services, a mortgage broker shall give the consumer
a copy of a consumer disclosure statement, explain the content of the statement, and
ensure that the consumer initials or signs the statement, acknowledging that the
consumer has read and understands the statement. The consﬁmer disclosure
statement shall contain a brief explanation of the relationship between the consumer
and the mortgage broker under the proposed contract, a brief explanation of the
manner in which the mortgage broker may be compensated under the proposed
contract, and any additional information required by rule of the division. The
division shall promulgate rules to administer this subsection and, by rule, shall

specify the form and content of the consumer disclosure statement required under

this subsection.
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SECTION 17. 224.80 (1) of the statutes is amended to read:

224.80 (1) PENALTIES. A person who violates s. 224.72 (1m) may be fined not
more than $1;000 $2.000 or imprisoned for not more than 6 9 months or both. The
district attorney of the county where the violation occurs shall enforce the penalty
under this subsection on behalf of the state.

SECTION 18. 224.80 (2) (a) 1. of the statutes is amended to read:

224.80 (2) (a) 1. Twice the amount of the cost of loan origination connected with
the transaction, except that the liability under this subdivision may not be less than
$100 nor greater than $1,000 $2.000 for each violation.

SECTION 19. Nonstatutory provisions.

(1) R’EGISTRATION.OF FORMERLY EXEMPT PERSONS. Notwithstanding section 224.72
(1m) of the statutes, any licensee under chapter 138 of the statutes that satisfies the
definition of “mortgage banker” or “mortgage broker” under section 224.71 (3) or (4)
of the statutes, as affected by this act, shall apply for a certificate of registration
under section 224.72 of the statutes, as affected by this act, no later than the 60th
day following the effective date of this subsection.

(2) POSITION INCREASE. The authorizéd FTE positions for the department of
financial institutions are increased by 2.0 PR positions, to be funded from the
appropriation under section 20.144 (1) (g) of the statutes, for the purpose of
administering section 224.72 of the statutes, as affected by this act.

SECTION 20. Initial applicability.

X (1) MPETENCY EXAMINATION. The treatment of section 224.72 (3) (b) and (7)
@f@aﬁtes first appli ications for a certificate of registration as a
)0 cengineal g sudna certifrade, )
loan originator/that are pending with the division of banking on J uly 2, 2004.
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(2) CONTINUING EDUCATION. The treatment of section 224.72 (7) (e) Ei)of the
enewsak
statutes first applies to applications for|a certificate of registration as a loan
originator for the registration period beginhing July 1, 2006.

(END)
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SECTION 1. 15.07 (1) (a) 7. of the statutes is created to read:

15.07 (1) (a) 7. Members of the loan orginator reviév‘v board under s. 15.185 (5)
shall be appointéd by the governor without senate confirmation.

SECTION 2. 15.185 (5) of the statutes is created to read:

15.185 (5) LOAN ORIGINATOR REVIEW BOARD. There is created in the department

of financial institutions a loan originator review board. The board shall consist of ﬂ ’H"Q

:—\o (o wiujmembers, appointed for 4—\37§ar terms

pevsens | o art

(a) Two shalkbe loan orglnators registered under s. 224.72 (1m).
€\ 0
(b) Ong 't_’ an agent of a mortgage brol'{/er registered under s.
LO . .
22472 (1) whe

person . o 1P
(c) Onepmramber sha.}l\,b.e an agent of a mortgage banker registered under s.

n/
224.72 (1
(d) Oneknembeﬁ(s\haﬂzbe an 1nd1v1dua1 Who provides education under s. 224.72

D1

designee.

v
INSERT 5-21

N\Uf”\\Y

/3
2. Not later than June 30 W designee of the loan originator review

board shall conduct an examination on the educational subjects required under subd.
1. Any applicant who, as part of the application, submits evidence that is satisfactory

to the division that the épplicant has passed the examination under this subdivision
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during the year in which the application is made is not required to comply with subd.

1.

INSERT 8-20 /

(3) LOAN ORIGINATOR REVIEW BOARD; INITIAL TERMS. Notwithstanding the length
of terms specified for members of the loan originator review board under section
15.185 (5) (intrz)/) of the statutes, as created by this act, the initial members shall be

appointed for the following terms:

/
(a) The members specified under section 15.185 (5) (a) ;1d (b) of the statutes,

as created by this act, for terms expiring on Méy 1, 2005.
4 v
(b) The members specified under section 15.185 (5) (c) and (d) of the statutes,

as created by this act, for terms expiring on May 1, 2007.
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Representative Jeskewitz:

Among other things, the attached draft creates a loan originator review board for the
purpose of approving continuing education providers and persons who administer

competency examinations for loan originators. Please note the following issues, as you
review the draft: :

1. As instructed, the board has 6 members. To avoid tie votes, it is usually
recommended that boards have an odd number of members. If you would like to have
an odd number of members, please let me know what type of member you would like
to add or which member you would like to d 1‘?26\@_“&&\ \Y\S‘H '6‘“4{" ons

2. Rather than have the secretary of m appoiﬁt the board, this draft has the governor
appoint the board without senate confirthation. Please let me know if this treatment
is not consistent with your intent.

3. Board members are appointed for staggered 4—year terms. Please let me know if
this treatment is not consistent with your intent.

- Feel free to contact me if you have any questions or desire any changes to the draft.

Robert J. Marchant

Legislative Attorney

Phone: (608) 261-4454

E-mail: robert.marchant@legis.state.wi.us
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May 22, 2003

Representative Jeskewitz:

Among other things, the attached draft creates a loan originator review board for the
purpose of approving continuing education providers and persons who administer
competency examinations for loan originators. Please note the following issues, as you
review the draft:

1. As instructed, the board has 6 members. To avoid tie votes, it is usually
recommended that boards have an odd number of members. If you would like to have
an odd number of members, please let me know what type of member you would like
to add or which member you would like to delete.

2. Rather than have the secretary of financial institutions appoint the board, this draft
has the governor appoint the board without senate confirmation. Please let me know
if this treatment is not consistent with your intent.

3. Board members are appointed for staggered 4—year terms. Please let me know if
this treatment is not consistent with your intent.

Feel free to contact me if you have any questions or desire any changes to the draft.

Robert J. Marchant

Legislative Attorney

Phone: (608) 261-4454

E-mail: robert.marchant@legis.state.wi.us



Marchant, Robert

From: Bilot, Erin

Sent: Tuesday, June 24, 2003 11:40 AM
To: Marchant, Robert

Subject: 0763/3 - Mortgage Broker Bill

Final changes to
2003 Bill.doc...

Rob,
Here are the final changes to the mortgage broker bill. Peggy Partenfelder-Moede lobbies for them and she told
the group that it’s not possible to do anything more than a /4, so this will be the last revision.

Thanks for everything - I hope you’re getting some sort of a break after your budget craziness!
Erin

Erin Bilot

Office of Suzanne Jeskewitz
State Representative

24th Assembly District



TO: State Representative Sue Jeskewitz

FROM: Peggy Partenfelder-Moede
DATE: June 4, 2003
RE: LRB-0637/3

The Wisconsin Association of Mortgage Broker’s have reviewed the draft and contained
in this memo are our final changes to the bill. We also need to have some items clarified
within the draft. Many thanks to you, Erin in your office and drafting attorney Rob
Marchant who have labored through this process, all to ensure that the draft is just right.

Requested Changes and questions:

ge 3, Line 2: Change review board to Advisory Council found under 15.09 of the
statutes; however, the only change we want from the statute definition is that these
members shall not get reimbursed for their expenses and they shall be appointed by the
Department of Financial Institutions Secretary. Please change throughout entire bill.

[/P@ 4, Line 3: Please insert that the following members, appointed by the DFI Secretary
for a 4-year term.

Page 4, Line 4, (a): Change two persons who are loan originators to three. This will give
e advisory board 7 members and therefore an odd number to prevent ties.

V{ge 4, Line 9 (d): Change from an educator to a public member

C) age 4, Line 18: Remove credit union which negotiates a loan, Credit Unions should be
. exempted, not their subsidiaries that employ individually licensed loan originators.

Page 4, Line 19-20 and 22-23: Need a clarification regarding the licensed attorney who
4 negotiates a loan. Our intent is to not have any attorney who negotiates a loan be subject
v to the education requirements for licensed loan originators.

age 5, Line 5-6-7, 224.72 (3) (b): please remove the subsidiary exemption. All
'/ individually licensed loan originators shall be subject to continuing education

requirements found within this bill, regardless of whether their company is a subsidiary
of a Bank or a Credit Union. :

age 5, Line 9-11: Please insert that, the examination shall be approved by the advisory
< council and administered by a WI Technical College or a professional trade association
whose membership includes loan originators.

gé 5, Line 13 and Page 6, Line 20 (f): It should read as a one time criminal background
check and not every licensee period, which would be far too onerous for the employer.
However, if the loan originator moves from one company to another company, the new

employer would be required to run a criminal background check on the new employee at
the time of their license renewal.



/age 5, Line 25-Page 6 Line 1: Remove the subsidiary exemption for the on-going
competency exams )

0?& Line 4-5: Designee? Is that referring to an approved educator on behalf of the
dvisory council?

Page 7, Line10-16 224.72 (7p): Add that the division shall promulgate rules establishing
- requjréments for all of the following as recommenced by the Advisory Council..

egarding the competency exams, it is our intent to give the loan originator a choice in
each biennium: pass the competency exam or pass appropriate test(s) that are an integral
part of the continuing education programming (i.e. if there are four courses that make up
the 16 hours, each course has a test at the end of the course). Please keep in mind that it
is crucial that we keep the test out provision included within the bill in regards to the
continuing education requirements, so that all loan originators are given the choice.

_Page 7, Line 18-19: We feel that the educational institution or a non for profit trade
association should also keep the records documenting compliance for at least 4 years.

-

Page 8 Line 5-9: Change that the division shall contain all information..shall promulgate

s to administer this subsection....shall design these rules as recommended by the
Advisory Council.

Page’8, Line 18: change to required by the rule of the division as recommended by the
visory council. :

Page 9, Line 14-17: Why the authorized FTE position for the division to increase 2.) PR
3y positions?

Again, thank you for your time and commitment to this bill. If you have any questions,
please feel to contact me at 608-256-7701.

Thank you.



Marchant, Robert

From: Bilot, Erin

Sent: Tuesday, June 24, 2003 3:22 PM
To: Marchant, Robert

Subject: FW: 0763/3 - Mortgage Broker Bill
Rob,

We are comfortable with what Peggy Partenfelder-Moede wants done, so if it's easier, you
can work with her directly and it will be ok with us. Or else I will forward the e-mails.
Whatever's easier for you.

Thanks again,

Erin

————— Original Message-----

From: Peggy Partenfelder-Moede [mailto:peggypm@patrickessie.com]
Sent: Tuesday, June 24, 2003 3:10 PM

To: Bilot, Erin : '

Subject: RE: 0763/3 - Mortgage Broker Bill

Erin,

Here are my answers, please send to Rob, I did not see his e-mail listed.

A. As far as credit unions are concerned, we do not want to include

CU's because they do not have individually licensed loan originators working for them.
However, any company, even if it is a subsidiary of a CU, which employees individually
licensed loan originators would be subject to this law. Basically, we want all LO's in
the state to have to comply.

B. If the attorney is a licensed LO then they need to comply regardless of whether they
are licensed to practice. But, an attorney who is acting as mortgage broker/banker but is
not a licensed loan originator would not have to comply. Again, we do not want to expand
this beyond in individually licensed loan originators.

C. Yes

D. We do not think it is necessary to have an inclusion of the position increase.

One last thing, I just want to make sure that all finance companies are exempt from this
bill?
Thank you.

I have some questions regarding the instructions.

A. Page 4, line 18 (credit union exemption). Do you intend to delete the mention of
credit unions in s. 224.71 (3) (b) 2., stats., and, instead, add credit unions to the list
under s. 224.71 (3) (b) 1., stats.? I assume you want to make the same changes with
regard to s. 224.71 (4) (b) 1. and 2., stats.

B. Page 4, lines 19 to 23 (licensed attorney exemption). Do you intend to exempt any

person who has graduated from law school, regardless of whether they are licensed to
practice law?

C. I assume you want to require a technical college or professional association to
administer the renewal exam in addition to the exam for issuance of an original license.
D. The instructions question the inclusion of the position increase.

That question seems more appropriately directed to you.
Please let me know how you'd like to proceed.
Rob
————— Original Message-----
From: Bilot, Erin
Sent: Tuesday, June 24, 2003 11:40 AM
To: Marchant, Robert
Subject: 0763/3 - Mortgage Broker Bill

<< File: Final changes to 2003 Bill.doc >>
Rob,

Here are the final changes to the mortgage broker bill. Peggy
Partenfelder-Moede lobbies for them and she told the group that it's not possible to do

i



anything more than a /4, so this will be the last revision.

Thanks for everything - I hope you're getting some sort of a break after your budget
craziness!

Erin

Erin Bilot :

Office of Suzanne Jeskewitz

State Representative

24th Assembly District
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1 AN ACT to renumber 224.71 (1c) and 224.72 (3); to amend 224.71 (3) (b) 2.,

2 224.71 (4) (b) Z, 224.72 (3) (title), 224.72 (5) (a), 224.72 (7m) (intro.), 224.77 (1m)
3 (a), 224.80 (1) and 224.80 (2) (a) 1.; and to create 15.07 (1) (a) 7., 15.185 (5),
4 224.71 (1d), 224.72 (3) (b), 224.72 (3) (c), 224.72 (7) (d) to (f), 224.72 (7m) (am),
5 224.72 (Tp), 224.755 and 224.79 of the statutes; relating to: qualifications of
6 certain agents of mortgage bankers and mortgage brokers, consumer mortgage
7 brokerage agreements, granting rule-making authority, and providing a
8 penalty.
N Analysis by the Legislative Reference Bureau
\% This bill makes various changes to the laws governing mortgage banking and

iyﬁh_fu;“ﬁ‘mortgage brokering. Significant changes include: v
" Iji'”gé”ﬁé“é“d“l”'e“ﬁ“déi'ﬁ“'th‘i’i”t“éﬁé‘ﬁ?é”ih‘:‘"ﬁiﬁ;"t’;éiiée‘ ‘banking or mortgage brokering .

| Current law requires mortgage bankers and mortgage brokers to be registered |
1 with the Division of Banking (division) in the Department of Financial Institutions
\ (DFI). Generally, a mortgage banker is a person who originates loans that are
!
]

secured by mortgages (mortgage loans), sells or services mortgage loans, services
land contracts, or provides escrow services. A mortgage broker is generally a person
who, on behalf of another person and for a commission, finds or negotiates a

e R
P I



2003 — 2004 Legislature -2- LRB-0637/3
‘ ; RJIJM:kmg:cph
BILL

mortgage loan. Typ1cally, mortgage bankers and mortgage brokers are institutions,
not individuals. There are several exemptions from the current definitions of

“mortgage banker” and “mortgage broker,” including certain lending institutions
licensed by the division (licensed lenders).

This bill deletes the exemptions for licensed lenders, thereby requiring licensed
lenders who engage in mortgage banking or mortgage brokering to be registered as
such with the division. The bill requires these licensed lenders to obtain a

' registration no la

Competency examinations

This bill establishes competency examination and continuing education
requirements applicable to certain agents, called loan originators, of mortgage
bankers and mortgage brokers. Current law does not contain any such
requirements. A loan originator is generally a person who finds or negotiates a
mortgage loan for or on behalf of a mortgage banker or mortgage broker. With certain T
exceptions, this bill requires an apphcant for registration as a loan originator to pass " ' ‘
a written examination covering primary and subordinate mortgage ﬁnancmgi
transactlons and the laWS regulatlng mortgage bankers and mortgage br

licant fer“fg_‘_ewa-lng registrer . - » err-EXalnination

/‘ 3 dsesfg‘ﬁédmto "¢ 'etermifi’““w a‘iﬁp ic re S’ Mﬁmpet%w“’ﬂ'fé‘se
RN
Ao }\exammatlon requiremen first t épply, to ons who have applications pendmg on

July 2, 2004. Gpplies ‘Bf saries o{mw wsf,tm
; ‘ﬂv: mwm;@hfrs bill also requires each loaiioriginator, as a condition of i renewmg a Ty
registration, to successfully complete at least 16 hours of education covering primary
and subordinate mortgage financing transactions and the laws regulating mortgage -\'e“‘Y
bankers and mortgage brokers or to pass an exammatlon;{d” monstrating satisfactory ,o%
knowledge of these subjects. This requirement first apphes to ersons who have e
applications pending on July 1, 20086. !

The bill creates a loan originator ze¥iew.boandffor the
program of continuing education and individuals-who-ad
examlnatlons The d1v1smn by rule must estabhsh

‘ the loan ori nator to follow in a rovmg ini
y examinations e[continuing education: ) 7 7‘(@ 'w Q’M%

Criminal background checks C«Mwéf“m - ﬂ@zﬁgjw MWM

\> The bill requires the employer of each applicant for registration as a Toan ¥
m J/ %M ‘originator, (@for renewal of registration, to obtain a criminal history search from the
w”% ey Department of Justice, showing the applicant’s criminal arrest and conviction record
ot in this state. The employer must submit the results of the search to the division.

Under the bill, the division may not issue or renew a registration if the results of the
search 1nd1cate that the applicant has been convicted of a felony and, as a result of
the conviction, represents an unreasonable risk of violating the subchapter of the

statutes that generally governs mortgage bankers, mortgage brokers, and loan
originators.
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Currently, the rules of DFI regulate the content brokerage agreements. This
bill requires every brokerage agreement between a m rtgage broker and a consumer
to be in writing, in the form prescribed by rule of the division, and to contain all
information required by rule of the division. Under the bill, the division must
promulgate these rules for the purpose of facilitating the comparison of similar
charges and total charges assessed by different moytgage brokers. The bill also
requires a mortgage broker to give a consumer a disclo§ure statement which contains
a brief explanation of the relationship between the tonsumer and the mortgage
broker under the brokerage agreement and the manker in which the mortgage
broker may be compensated, and any additional informakion required by rule of the
division. The mortgage broker must explain the content ofthe disclosure statement
and ensure that the consumer initials or signs the statemant acknowledging tha
the consumer has read and understands the statement. Unde c
generally means an individual who seeks or acquix:&sm_;p,gm;ga €

for personal, family, or household purposes. ﬁ““"“‘ T rukte

. 3 . oy e / . s $) (
Penalties and limitations on liability [ oresst e

Regulation of consumer brokerage agreements

potential fine and imprisonment (criminal penalties) for iolating a registration ‘
requirement under the mortgage banking and mortgage by okering laws from $1,000 / l
and six months to $2,000 and nine months. 0 Né [ hafOV\ 9

Because this bill creates a new crime or revises a penalty for an existing crime,
the Joint Review Committee on Criminal Penalties may be requested to prepare a 7
report concerning the proposed penalty and the costs or savings that are likely to ‘5;
result if the bill is enacted. s,
‘ For further information see the state and local fiscal estimate, which will be /J’
printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and aésembly, do
enact as follows:

SECTION 1. 15.07 (1) (a) 7. of the statutes is created to read:
15.07 (1) (a) 7. Members of the loan originator review board under s. 15.185 5)

shall be appointed by the governor without senate confirmation.

SECTION 2. 15We statutes is created t%@

/5 BT
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owuherie 3
%) There is created.in the de ment
/ | il (Coonell )

of financial institutions a loan originator pgyt all consist of the

following members, appointed, for 4—year terms: ' (3 Wweﬁn/of | “ﬁﬂmcm/
Three o .
(a) ke persons who are loan originators registered under s. 224.72 (1m).

(b) One person who is an agent of a mortgage broker registered under s. 224.72

(1m).

(¢) One person who is an agent of a mortgage banker registered under s. 224.72

(1m).

/ (d) One person who jrrdivi o 1 ukation S
Wrgr)mai‘i "h{ WV»UM Wlerest
¢ g T

N

(e) The secretary of financial institutions or his or her designee.
SECTION 3. 224.71 (1c) of the statutes is renumbered 224.71 (1e).

SECTION 4. 224.71 (1d) of the statutes is created to read:

224.71 (1d) “Consumer” means a person other than an organization, as defined

in s. 421.301 (28), who seeks or acquires mortgage brokerage services for personal,

family, or household purposes.

g
R

SECTION 5. 224.71 (3) (b) 2. of the statutes is amended toread: "

P
-
o

N\““\»
224.71 (3) (b)2._A-credit union Whieh—neget'}ates loans er—aﬂﬁhé{e;seeaﬂdet

ot
Sy,

- ) ) e r.any licensed attoi'ney Whg,,,in’éﬁental to the general
ch-—138 g o !

<

U

T,

practice of law, negotiates or offers or af ptijgmégbtiate a loan.

ended to read:

224.71 (4) (b) 2. A cred}tunfon which negotiate;\l\oa‘ns\;;\or—any—ﬁeensee-mader

or any licensed attorney who, inciden E‘I\le\e\general

SECTION 6. 224.71 (4) (b) 2. of the stafutes

JU—————

m'\,«_

~ S

W\‘

SECTION 7. 224.72 (3) (title) of the statutes is amended to read:

i
A\
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224.72 (3) (title) ADDITIONAL REQUIREMENT REQUIREMENTS FOR LOAN ORIGINATOR
APPLICANT.
SECTION 8. 224.72 (3) of the statutes is renumbered 224.72 (3) (a).

SECTION 9. 224.72 (3) (b) of the statutes is created to read:

224.72 (3) (b) In addition to the requirements of sub. (2), each applicant for

examination/covering primary and subordmate mortgage financing transactions

S by i oo T oo,
[l ok )

and the provisions of this subchapter. The examination shall be administered by &

syff&m éaml or o
\&femem.ﬁ M G550 Lt o ([A)Lost ’“Wéw
SECTION 10. 224.72 (3) (c) of the statutes is created to read: LZAC ha(,i:;:;mg, 2
)'*“‘/
224.72 (3) (¢) The employer of each applicant for registration as a loan

originator shall obtain a criminal history search relating to the applicant from the

g —-uur—i’ﬁiia"._”

records maintained by the department of justice and submit the results of the search
to the division.

SECTION 11. 224.72 (5) (a) of the statutes is amended to read:

224.72 (5) (a) Loan originator. Except as provided in sub. (7m), upon receiving
a properly completed application for registration as a loan originator and the fee

specified in rules promulgated under sub. (8) and upon an applicant’s compliance

with sub. (3) (a) and, if required, sub. (3) (b), the division may issue to the applicant

a certificate of registration as a loan originator.

SECTION 12. 224.72 (7) (d)[fo (D)of the statutes are created to read:
224.72 (7) (d) &A‘mA!’ '0 renewanrQil-# certi Sate0] re' 9 'n asa loan

=/
Originator. 5@ an Ap applicgnt earplofed oo"":"u;‘ﬁ' o/i, F(fc 01/
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. w—"‘-‘“"‘”";:”%Ma'i"‘""""&-'::~m,. Mmﬁ
]. L !", Qlﬁ“" glerty224 -,
I
3 _compétent-in-primary..and-saberdinate
4 pravisions of this-subchapter
5 designesof thieNoafi origihate NS
6 ales mulga ed-ummdersyb. (7p
7 @ 1. Except as provided in subd. 2., an applicant for renewal of a certificate
8 of registration as a loan originator shall, as part of the application, submit evidence
9 that is satisfactory to the division that, during the 2 years preceding the date of
proved By R o&'\\o’ﬁv"‘“‘“’ Mﬁ\'}é\‘amcﬂ
10 application, the applicant has successfully completed at least 16 hours of education
11 covering primary and subordinate mortgage financing transactions and the
12 provisions of this subchapter sberrtowith y-thed-divisien—

13 Wﬁ ‘\'Cb\'\f‘vujv C’C?“l&&. S ke laoo.m\ O o (jmﬁf’;g},@ﬂg& "HMLL

uﬁﬁod&‘fﬁf\ w\-crg(, wv.‘vUj I\Ac, NLL loc A 4/75»//\me/

14 Noﬁater than June 30 annually, the S ufA \O!
' W@VCJ )91 'ﬁl /somé?fiﬁ ' LA (Aam&)h
15 Upoard shall n examlnatlonf)n the eduﬁcatlonal subJects required under subd.
knff;(lmr/\if ’if}‘
16 1. Any applicant who, as part of the application, submits ev1dence that is satisfactory

Lo serieo mawm»{-{oos‘)
17 to the division that the apphcant has passed th&% 1nat10n inder this subdivision
¢

«w\- & SppE— ,.--»1

licgtion made 18 Med to comply with subd.
“&E&F h@ (,ngé e,m‘plo\/efs Since )f\r} oF lor covmined his

fory
/@ Wﬁww Under thes Pwasmfk or sub, (3§ CCB ‘Vé

Weant's corront emplover
( € ® applicant for renewa of a certificate o reglstratlory

a loan originator(§hall obtain a criminal history search relating to the applicant from

the records maintained by the department of justice and submit the results of the

23 search to the division.

24 SECTION 13. 224.72 (7m) (intro.) of the statutes is amended to read:
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224.72 (7Tm) DENIAL OF APPLICATION FOR ISSUANCE OR RENEWAL OF REGISTRATION.

(intro.) The department division may not issue or renew a certificate of registration

under this section if any of the following applies:
SECTION 14. 224.72 (7m) (am) of the statutes is created to read:

224.72 (Tm) (am) The information provided to thé division under sub. (3) (c)
eyv’

or (7) (f) indicates that the applicant has been convicted of a felony and, as a result

of the conviction, the applicant represents an unreasonable risk of violating this

et AT g

subchapter, in the opinion of the division. e e
(oot )
SECTION 15. 224.72 (7p) of the statutes is created to rggd s\»
550
224.72 (7p) RULES FOR @MPETENCY EXAMINATIOIX’XRD CONTINUING-EDUCATION
Kf?r"fkﬂ M} )}
The division shall promglggt, erules. establ—}shmg ESeirenreabs/lor

% ' % ° —.l
Mmm%&%t of examlnatlons 1n§the law of mortgage banking and mortg e

" o
a ?} ; ;41(!" "f:}

SO e

SECTION 16. 224.755 of the statutes is created to read: C“”;Mﬁm‘\nd;@
e

224.755 Contlnulng educatlon@;zg A loan originator shall keep Y,

acrane

records documenting compliance with s. 224. 72 (7 (ﬁr at least 4 years. A
| SECTION 17. 224.77 (1m) (a) of the statutes is amended to read:
224.77 (1m) (a) The division may assess against a person who is registered
under this chapter a forfeiture of not more than $1,000 $2.,000 for each violation -
Tl leelnead ollegg

’_ e f;‘
ned f{rm&’ 1
Aot dwrﬁw
; pamds AT

xf’j 1 {f()}—ft
E adndd and

enumerated under sub. (1) (a) to (o) or (r).

} ot 'C?
SECTION 18. 224.79 of the statutes is created to read: ‘@’ ’
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224.79 Consumer mortgage brokerage agreements and consumer
disclosures. (1) FORM AND CONTENT OF CONSUMER MORTGAGE BROKERAGE AGREEMENTS.
Every contract between a mortgage broker and a consumer under which the
mortgage broker agrees to provide brokerage services to the consumer shall be in
writing, in the form prescribed i)y rule of the division, and shall contain all
information required by rule of the division. The division shall promulgate rulesto .. 4

in Consw T U e ginator WAAR o [l ndom 5, /517
administer this subsection/ The division shall design these Tules to facilitate i

comparison of similar charges and total charges assessed by different mortgage
brokers. |

2) CONSUMER DISCLOSURE STATEMENT.. Before entering into a contract with a
consunier to provide brokerage services, a mortgage broker shall give the consumer
a copy of a consumer disclosure statement, explain the content of the statement, and

ensure that the consumer initials or signs the statement, acknowledging that the

consumer has read and understands the statement. The consumer disclosure
statement shall contaiﬁ a brief explanation of the relationship between the consumer
and the mortgage broker under the proposed contract, a brief explanation of the
manner in which the mortgage broker may be compensated under the pr(;posed |

contract, and any additional information required by rule of the division. The

division shall promulgate rules to administer this subsectio@, by rule, shall
specify the form and content of the consumer disclosure statement required under

this subsection.
SECTION 19. 224.80 (1) of the statutes is amended to read:
224.80 (1) PENALTIES. A person who violates s. 224.72 (1m) may be fined not

more than $1;000 $2,000 or imprisoned for not more than 8 9 months or both. The
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1 district attorney of the county where the violation occurs shall enforce the penalty
2 under this subsection on behalf of the state. |
3 SECTION 20. 224.80 (2) (a) 1. of the statutes is amended to read:
4 224.80 (2) (a) 1. Twice the amount of the cost of loan origination connected with
5 the transaction, except that the liability under this subdivision may not be less than
6 $100 nor greater than $1,600 $2.000 for each violation.
7 SECTION 21. Nonstatutory provisions.
8 /<f:’( 1) REGISTRATION OF FORMERLY EXEﬁPf PERSONS. Notwithstanding sectidn 224.72
9 (1m; of the statutes, any licensee under chapter 138 of the statutes that satlsﬁes the
10 definition of “mo age banker” or “mortgage broker” under section v%%’?*ﬁ(ﬁ) or (4)
11 of the statutes, as affect\dx y this act, shall apply for a ﬁ{te of registration
1‘2 under section 224.72 of the statte as affectedby’this act, no later than the 60th
13 day following the effective date of thig e
14 (2) PosITION INCREASP;,'IP thorized FTE Bbs’tions for the department of
15 financial institutio s“g;': increased by 2.0 PR positions, t‘d“**bve \flmded from the
16 \ appropﬂatbﬁ/@i section 20.144 (1) (g) of the statutes, for thexpgrpose ij
17 | f 1ster1ng sectlon 224.72 of the statutes, as affected-by-this.act.. | o

s RSN

VTN ConnCT)
(3) LOAN ORIGINATOR MMW{I%ITLA"L TERMS. ™ N“T’Jlthstandiggtbffﬁg}l

counci]
19 of terms specified ; mbers of the loan originator meMew boayd er section
|97 (
20 15. WW{) f the statutes as created by this act , the initial members shall be

21 appomted for the following terms:

1877

e,
S

22 (a) The members specified under seetion 15+

(Su

23 as created by this act, for terms expl?lﬁg onMag 1, 2005. e

24 (b) The members specified under on Mﬁ‘ the statutes,
25 as created by this act, for terms expln@%ﬁw 1, 2007. G’ } f"’
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SECTION 22, Initial apphcablhty
(1) COMPETENCY EXAMINATION. The treatment of section 224.72 (3) (b) ,ﬁb@(p
Wof the statutes first applies to apphcatlons for a certificate of registration as a loan

originator,,qr pnelv M of Euch a cerificdte/that are pending with the division of

banking on July 2, 2004.

(2) CONTINUING EDUCATION. The treatment of section 224.72 (7) () of the
statutes first applies to applications for renewal of a certificate of registration as a
loan originator for the registration period beginning July 1, 2006.

~ (END)
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SECTION 1. 15.09 (6) of the statutes is amended to read:

15.09 (6) REIMBURSEMENT FOR EXPENSES. Members of a council shall not be
compensated for their services, but,‘/except as otherwise provided in this subsection,‘/
members of councils created by statute shall be reimbursed for their actual and
necessary expenses incurred in the performance of their duties, such reimbursement

in the case of an elective or appointive officer or employee of this state who represents

an agency as a member of a council to be paid by the agency which pays his or her

be reimbursed for their actual and necessary expenses incurred in the performance

of their duties.

History: 1971 c. 211; 1977 c. 29; 1977 c. 196 5. 131; 1979 c. 34, 346; 1983 a. 27, 388, 410; 1985 a, 84; 1989 a. 335; 1991 a. 39, 189; 1993 a. 184.



