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AN ACT to renumber and amend 224.74 (1) (b); to amend 224.74 (1) (b) (title);

and to create 224.74 (1) (b) 2. of the statutes; relating to: reporting by

mortgage brokers,

Analysis by the Legislative Reference Bureau

Under current law, a person may not act as a mortgage banker, mortgage
broker, or mortgage loan originator unless the person is licensed as such with the
Division of Banking in the Department of Financial Institutions (division). A
mortgage banker is, with certain exceptions, a person who originates residential
mortgage loans (loans) for itself or for another person; sells loans or interests in loans
to another person; or services loans or provides escrow services. A mortgage broker
is, with certain exceptions, a person who, on behalf of a loan applicant or an investor
and for commission or other compensation, finds a loan or negotiates a loan or loan
commitment. A mortgage loan originator is, with certain exceptions, an individual
who takes a loan application or offers or negotiates terms of a loan for compensation
or gain. State and federally chartered financial institutions are not mortgage
bankers or mortgage brokers. In 2009 Wisconsin Act 2 (Act 2), provisions of the
federal Secure and Fair Enforcement for Mortgage Licensing Act of 2008 were
adopted into state law, including provisions requiring that certain state licensing
and registration functions be conducted through the Nationwide Mortgage
Licensing System and Registry (NMLSR) developed and maintained by the

~ Conference of State Bank Supervisors and the American Association of Residential
Mortgage Regulators.

Current law requires each mortgage banker, mortgage broker, and mortgage

loan originator to annually submit to the NMLSR, by the date and in the form
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required by the NMLSR, an annual report of condition, which must contain any

~ information required by the NMLSR. In addition, no later than six months after the

end of a fiscal year, each mortgage banker or mortgage broker must annually submit

" a copy of an audit of the mortgage banker’s or mortgage broker’s operations during

the prior fiscal year. The audit must be conducted by an independent certified public

“accountant (CPA) in accordance with generally accepted auditing standards. The

financial statements in the audit report must be prepared in accordance with
generally accepted accounting principles (GAAP). The division may also request a
mortgage banker or mortgage broker to obtain an audit of the mortgage banker’s or
mortgage broker’s operations if the division has reason to believe that the mortgage
banker or mortgage broker may not have sufficient financial resources to meet its
obligations.

This bill eliminates the requirement that a mortgage broker annually submit
a copy of an audit of the mortgage broker’s operations during the prior fiscal year.
The bill instead requires that a mortgage broker annually submit a prepared -
financial statement of the mortgage broker’s operators for the prior fiscal year. This
financial statement must be prepared by an independent CPA in accordance with
GAAP. An officer of the mortgage broker must also attest in writing and certify that
the financial statement is complete and accurate.

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

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

" SECTION 1. 224.74 (1) (b).(title) of the statutes is amended to read:

224.74 (1) (b) (title) Audit requirement and financial statement requirements.

SECTION 2. 224.74 (1) (b) of the statutes is renumbered 224.74 (1) (b) 1. and
amended to read |

224.74 (1) (b) 1. Each year, no later than 6 months following the end of its most
recently éompleted fiscal year, each mortgage banker er-meortgage breker shall
submit a copy of an eudit of the mortgage baﬁker’s or-mortgage broker’s operations

during that most recently completed fiscal year. An audit under this paragraph
subdivision shall be conducted by an independent certified public accountant in

accordance with generally accepted auditing standards. The financial statements
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in the audit report shall be prepared in accordance with generally accepted

accounting principles.

SECTION 3. 224.74 (1) (b) 2. of the statutes is created to read:

224.74 (1) (b) 2. Each ye‘ar, no later than 6 months following the end of its most
recently completed fiscal year, each mortgage broker shall submit a prepare‘d
financial statement of the mortgage broker’s operations during that most recently
completed fiscal year. A ﬁﬁancial statement under this subdivision shall be prepared
by an independent certified public accountant in ascordance with generally accepted
accounting principles. An officer of the mortgage broker shall attest in writing and
certify that the financial statement is complete and accurate.

" SECTION 4. Initial applicability.

(1) This act first applies to submissions made on the effective date of this

subsection.
| SecTION 5. Effective date.

(1) This act takes effect on the first day of the 3rd month beginning after

publication. | |

(END)



Gary, Aaron

From: Gary, Aaron

Sent: Thursday, January 19, 2012 12:27 PM
To: Wadd, Jay

Subject: » RE: Question: LRB-2625

Jay,

Following up on our conversation, | wanted to report back the following:

1. Under LRB-2625, p. 3, lines 9-10: If the officer falsely certifies that the financial statement is complete and accurate,
the officer is subject to a penalty under the current draft. Section 224.77 (1) (a) prohibits an officer of a mortgage broker
from making a material misstatement, or knowingly omiting a material fact, in information or reports furnished to DFI or the
nationwide mortgage licensing system and registry. There are a couple of ways this conduct can be punished. First, DFI
can bring an administrative proceeding and impose a civil forfeiture of up to $25,000 for the violation. Second, the violation
can be prosecuted as a crime by the DA, punishable by fine of up to $25,000 and/or imprisonment of up to 9 months.
Again, this would be under the bill as currently drafted.

2. If | were to change LRB-2625 so that the officer has to sign the financial statement under oath, then the officer might
also be subject to punishment for the crime of "false swearing" under s. 946.32 if the officer signs the statement and does
not believe it is true. The penalty could be either a Class H felony (fine not to exceed $10,000 and/or imprisonment not to
exceed 6 years) or a Class A misdemeanor (fine not to exceed $10,000 and/or imprisonment not to exceed 9 months)
depending on how it is charged.

Do you want me to draft a new version of LRB-2625/1 that requires the officer's signature to be made under oath? If not,
do you want me to redraft LRB-2625/1 to correct the typo in the analysis (p. 2, second paragraph, 4th line in the middle,
"operators" should be "operations”). .

Thanks. Aaron ,; a}‘/ Ji }/ g\ - M% %‘J ﬁ//}%

Aaron R. Gary

Attorney, Legislative Reference Bureau
608.261.6926 (voice)

608.264.6948 (fax)
aaron.gary@legis.state.wi.us

From: Wadd, Jay

Sent: Wednesday, January 18, 2012 4:34 PM
To: Gary, Aaron '

Subject: Question: LRB-2625

Aaron,

Do you have a moment to talk about our mortgage broker bill?
Thanks,

Jay
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AN ACT to renumber and amend 224.74 (1) (b); to amend 224.74 (1) (b) (title);

and to create 224.74 (1) (b) 2. of the statutes; relatlng to: reporting by

mortgage brokers

Analysis by the Legislative Reference Bureau

Under current law, a person may not act as a mortgage banker, mortgage .
broker, or mortgage loan originator unless the person is licensed as such with the
Division of Banking in the Department of Financial Institutions (division). A
mortgage banker is, with certain exceptions, a person who originates residential
mortgage loans (loans) for itself or for another person; sells loans or interests in loans
to another person; or services loans or provides escrow services. A mortgage broker
is, with certain exceptions, a person who, on behalf of a loan applicant or an investor
and for commission or other compensation, finds a loan or negotiates a loan or loan
commitment. A mortgage loan originator is, with certain exceptions, an individual
who takes a loan application or offers or negotiates terms of a loan for compensation
or gain. State and federally chartered financial institutions are not mortgage
bankers or mortgage brokers. In 2009 Wisconsin Act 2 (Act 2), provisions of the
federal Secure and Fair Enforcement for Mortgage Licensing Act of 2008 were
adopted into state law, including provisions requiring that certain state licensing
and registration functions be conducted through the Nationwide Mortgage
 Licensing System and Registry (NMLSR) developed and maintained by the
Conference of State Bank Supervisors and the American Association of Residential
Mortgage Regulators.
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Current law requires each mortgage banker, mortgage broker, and mortgage
loan originator to annually submit to the NMLSR, by the date and in the form
required by the NMLSR, an annual report of condition, which must contain any
information required by the NMLSR. In addition, no later than six months after the

end of a fiscal year, each mortgage banker or mortgage broker must annually submit

a copy of an audit of the mortgage banker’s or mortgage broker’s operations during
the prior fiscal year. The audit must be conducted by an independent certified public
accountant (CPA) in accordance with generally accepted auditing standards. The
financial statements in the audit report must be prepared in accordance with
generally accepted accounting principles (GAAP). The division may also request a
mortgage banker or mortgage broker to obtain an audit of the mortgage banker’s or

mortgage broker’s operations if the division has reason to believe that the mortgage

banker or mortgage broker may not have suff1c1ent financial resources to meet its
obligations.

- This bill ehmlnates the requirement that a mortgage broker annually submit
a copy of an audit of the mortgage broker’s operations during the prior fiscal year.
The bill instead requires that a mortgage brokerfannually submit a prepared
financial statement of the mortgage broker’s@peratosifor the priorfiscal year. This

F@{@"’E”;éﬂ S

financial statement must be prepared by an ndpendent CPA in accordance with -

GAAP. An officer of the mortgage broker must also attest in writing and certlfy that
the financial statement is complete and accurate..

For further information see the state 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. 224.74 (1) (b) (titlé) of the statutes is arnended to readﬁ

224.74 (1) (b) (title) Audit requirement and financial statement requirements.

SECTION 2. 224.74 (1) (b) of the statutes is renumbered 224.74 (1) ) 1. and
amended to fead:

224.74 (1) (b) 1 Each year, no later than 6 months following the end of its most
recently completed fiscal year, each mortgage banker or-mortgage broker shall
submit a copy of an audit of thé mortgage banker’s er mertgage broker’s operatibns

during that most recently completed fiscal year. An audit under this paragraph
subdivision shall be conducted by én independent certified public accountant in

accordance with generally accepted auditing standards. The financial statements
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in the audit report shall be prepared in accordance with generally accepted
accounting principles.

SECTION 3 224.74 (1) (b) 2. of the statutes is created to read: |

224.74 (1) (b) 2. Each year, no later than 6 months following the end of its most
recently compléted fiscal year, each mortgage broker shall submit a prepared
financial statement of the mortgage broker’s operations during that most recently
completed fiscal year. A ﬁnaﬁcial statement under this subdivision shall be prepared
by an independent certified public accountant in accordance with generally accepted |
accounting principles. An officer of the mortgage broker shall attest in writing and
certify that the financial statement is complete and accurate. |

SECTION 4. Initial applicability.

(1) This act first applies to submissions made on the effective date of this
subsection.

SecTiON 5. Effective date.

(1) This act takes effect on the first day of the 3rd month beginning after
publication. | | | |

(END)



Gary, Aaron

From: Wadd, Jay
Sent: Monday, February 086, 2012 2:29 PM
To: Gary, Aaron

Subject: RE: LRB--2625/2

Sure thing, Aaron. And maybe I'll just have you hold off on jacketing again until I'm sure | have all the bugs sorted out on
this one. '

Thanks again for all your help.

From: Gary, Aaron

Sent: Monday, February 06, 2012 2:27 PM
To: Wadd, Jay

Subject: RE: LRB--2625/2

Hi Jay, ’ |
| believe | can made these changes. Can you send the jacket back? ['ll let you know as I'm drafting if | have any
questions. Aaron . .

Aaron R. Gary

Attorney, Legislative Reference Bureau
608.261.6926 (voice)

608.264.6948 (fax)
aaron.gary@legis.state.wi.us

From: Wadd, Jay

Sent: Monday, February 06, 2012 2:04 PM
To: Gary, Aaron . .
Subject: LRB--2625/2

Hi, Aaron,

As it turns out our draft, LRB-2625 is in need of more changes.

Is it possible to héve this bill apply only to mortgage brokers with 5 or less employees and who do less than $750,000 in
revenue?

Can we give the DFI the authority to require a certified audit of an individual broker/brokerage firm as it deems necessary
to protect consumers?

Thanks for all your help on this,

Jay



Gary, Aaron

From: Gary, Aaron

Sent: Tuesday, February 07, 2012 10:36 AM
To: : Wadd, Jay

Subject: RE: LRB--2625/2

Jay,

Please see my further responses below. | finished the redraft and it is now in editing. Aaroh

Aaron R. Gary

Attorney, Legislative Reference Bureau
608.261.6926 (voice)

608.264.6948 (fax)

aaron.gary@legis. state.wi.us

From: Wadd, Jay

Sent: Monday, February 06, 2012 2:04 PM
To: Gary, Aaron

Subject: - " LRB--2625/2 "

Hi, Aaron,

As it turns out our draft, LRB-2625 is in need of more changes.

s it possible to have this bill apply only to mortgage brokers with 5 or less employees and who do less than $750,000 in
revenue? | made this change. : '

Can we give the DFI the authority to require a certified audit of an individual broker/brokerage firm as it deems necessary
to protect consumers? Current law already gives DFI this audit authority. See s. 224.74 (1) (c) for specifics - please let
me know if you think the current provision is not sufficient - but it seems pretty broad and forceful to me.

Thanks for all your help on this,

Jay
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AN ACT to renumber and amend 224.74 (1) (b); to amend 224.74 (1) (b) (title);

and fo create 224.74 (1) (b) 2. of the statutes; relating to: reporting by
— cectain J |
[ mortgage brokers:.

Andlysis by the Legislative Reference Bureau
Under current law, a person may not act as a mortgage banker, mortgage

- broker, or mortgage loan originator unless the person is licensed as such with the

Division of Banking in the Department of Financial Institutions (division). A
mortgage banker is, with certain exceptions, a person who originates residential
mortgage loans (loans) for itself or for another person; sells loans or interests in loans
to another person; or services loans or provides escrow services. A mortgage broker
is, with certain exceptions, a person who, on behalf of a loan applicant or an investor
and for commission or other compensation, finds a loan or negotiates a loan or loan
commitment. A mortgage loan originator is, with certain exceptions, an individual
who takes a loan application or offers or negotiates terms of a loan for compensation
or gain. State and federally chartered financial institutions are not mortgage
bankers or mortgage brokers. In 2009 Wisconsin Act 2 (Act 2), provisions of the
federal Secure and Fair Enforcement for Mortgage Licensing Act of 2008 were
adopted into state law, including provisions requiring that certain state licensing
and registration functions be conducted through the Nationwide Mortgage
Licensing System and Registry (NMLSR) developed and maintained by the
Conference of State Bank Supervisors and the American Association of Residential
Mortgage Regulators. '
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Current law requires each mortgage banker, mortgage broker, and mortgage
loan originator to annually submit to the NMLSR, by the date and in the form
required by the NMLSR, an annual report of condition, which must contain any
information required by the NMLSR. In addition, no later than six months after the
end of a fiscal year, each mortgage banker or mortgage broker must annually submit
a copy of an audit of the mortgage banker’s or mortgage broker’s operations during
the prior fiscal year. The audit must be conducted by an independent certified public
accountant (CPA) in accordance with generally accepted auditing standards.. The
financial statements in the audit report must be prepared in accordance with
generally accepted accounting principles (GAAP). The division may also request a
mortgage banker or mortgage broker to obtain an audit of the mortgage banker’s or

mortgage broker’s operations if the division has reason to believe that the mortgage v

banker or mortgage broker may not have sufﬁ01ent financial resources to meet 1tsw ““““

- obligations. anpual qudi + for

-/ Th1s b111 ehmmates the/[requlrement /(a

/’ _— The blll mstead requires that a mortgage broker annually subm1t a prepared
5ml [ —Tfinancial statement of the ;Jmortgage broker’s operations for the prior fiscal year. This
, financial statement must be prepared by an independent CPA in accordance with
GAmmmortgage broker must also attest in Wr1t1ng and certify that

. the financial statement’is complete and accurate.
For further information see the state ﬁscal estlmate which will be printed as

an appendix to this blll

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

1 SECTION 1. 224.74 (1) (b) (title) of the statutes is amended to read:

2 224.74 (1) (b) (title) Audit Peq&bpemené and financial statement requirements.
3 SECTION 2. 224.74 (1) (b) of the statutes is renumbered 224.74 (1) (b) 1. and.

‘ amended to read: ‘

224.74 (1) (b) 1.|Each year, /no 1£§£¥H§£ éwmonths followmg the end of its most )

‘ ecently c mpleted fiscal yeir each mortgage banker e/r—;mortg&ge—breker shall / 3
7 submit Kmy of an audl}:é/the mortgage banker s ortes i operatrgonsf }(;
8 urmg that most receﬁtlv completed fiscal year fKn audit under this paragraph K
9 sdb/dlvmlon shall b /be conducted by an mdeper{dent certified public acgountant in L

|

|
; E
;ﬁ i Ve b
sdccordance w1th generally accepted aud1t1ng standards. The f1nanc1al statements f
! ; !

ot v,
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S

in~the audit report shall ‘be. prepared in accordance with generally accepted. -

S e,

accounting principles.

SECTION 3. 224.74 (1) (b) 2. of the statutes is created to read:
224.74 (’1) (b) 2. Each year, no later than 6 months following the end of its most
RS v

recently completed fiscal year, each mortgage broker jshall submit a prepared
financial statement of the mqrtgage broker’s operations dufing that most recently
completed fiscal year. A financial statement under this subdivision shall be prepared
by an independent certified public accountant in accordance with generally accepted
accounting principles. An officer of the mortgage broker shall attest in writing and
certify that thé financial statement is complete and accurate.

SECTION 4. Initial applicability. |

(1) This act first applies to subnﬁssions made on the effective date of this
subsection. | |

SEcTION 5. Effective date.

'(1) This act takes effect on the first day of the 3rd month beginning after
publication. } | | |

(END)
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' . A
) that employed five\{)r fewer employees and had less than $750,000 in gross
revenues in the prior fiscal year (small mortgage broker).

INSERT 2-5:

o 1) Each Exce t as provided in sﬁbd. 2.\/13ach year, no 1ater than 6 months following

.the end of its most recently completed fiscal year, each mortgage banker or mortgage
broker shall submit a copy of an audit of the mortgage banker’s or mortgage broker’s
operatlons during thaﬁ‘/ most recently completed fiscal year. An audit under this
pa%agla&ph subd1v181oﬁ/ shall be conducted by an independent certified public
accountant in accordance with generally accepted auditing standards. The financial
‘statements in the audit report shall be prépafed in acqordance with generally
aécepted accqunting principles.

" INSERT 3-5:

thét employed 5%1‘ fewer employees and had less than\/$750,000 in gross

%, £

revenues in its most recently completed fiscal year qy



Reports Required: FE-STATE

2011 SENATE BILL

LRB -2625

JLVNIS

relating to: reporting by mortgage brokers.

Introduced by Senator Cosponsored by Representative
(PRINCIPAL AUTHOR)

(BY REQUEST OF)

(CONTINUE HERE FOR ADDITIONAL SENATORS) (CONTINUE HERE FOR ADDITIONAL REPRESENTATIVES)
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AN ACT to renumber and amend 224.74 (1) (b); to amend 224.74 (1) (b) (title);
and fo create 224.74 (1) (b) 2. of the statutes; relating to: reporting by certain

mortgage brokers.

Analysis by the Legislative Reference Bureau

Under current law, a person may not act as a mortgage banker, mortgage
broker, or mortgage loan originator unless the person is licensed as such with the
Division of Banking in the Department of Financial Institutions (division). A
mortgage banker is, with certain exceptions, a person who originates residential
mortgage loans (loans) for itself or for another person; sells loans or interests in loans
to another person; or services loans or provides escrow services. A mortgage broker
is, with certain exceptions, a person who, on behalf of a loan applicant or an investor
and for commission or other compensation, finds a loan or negotiates.a loan or loan
commitment. A mortgage loan originator is, with certain exceptions, an individual -
who takes a loan application or offers or negotiates terms of a loan for compensation
or gain. State and federally chartered financial institutions are not mortgage
bankers or mortgage brokers. In 2009 Wisconsin Act 2 (Act 2), provisions of the
federal Secure and Fair Enforcement for Mortgage Licensing Act of 2008 were
adopted into state law, including provisions requiring that certain state licensing
and registration functions be conducted through the Nationwide Mortgage
Licensing System and Registry (NMLSR) developed and maintained by the
Conference of State Bank Supervisors and the American Association of Residential
Mortgage Regulators.
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Current law requires each mortgage banker, mortgage broker, and mortgage
loan originator to annually submit to the NMLSR, by the date and in the form
required by the NMLSR, an annual report of condition, which must contain any
information required by the NMLSR. In addition, no later than six months after the
end of a fiscal year, each mortgage banker or mortgage broker must annually submit
a copy of an audit of the mortgage banker’s or mortgage broker’s operations during
the prior fiscal year. The audit must be conducted by an independent certified public
accountant (CPA) in accordance with generally accepted auditing standards. The
financial statements in the audit report must be prepared in accordance with
generally accepted accounting principles (GAAP). The division may also request a
mortgage banker or mortgage broker to obtain an audit of the mortgage banker’s or
mortgage broker’s operations if the division has reason to believe that the mortgage
banker or mortgage broker may not have sufficient financial resources to meet its
obligations. : . '

This bill eliminates the annual audit requirement for a mortgage broker that
employed five or fewer employees and had less than $750,000 in gross revenues in

-the prior fiscal year (small mortgage broker). The bill instead requires that a small

mortgage broker annually submit a prepared financial statement of the small
mortgage broker’s operations for the prior fiscal year. This financial statement must
be prepared by an independent CPA in accordance with GAAP. An officer of the small
mortgage broker must also attest in writing and certify that the financial statement
is complete and accurate.

For further information see the state 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. 224.74 (1) (b) (title) of the statutes is amended to read:

224.74 (1) (b) (title) Audit requirement and financial statement requirements.

SECTION 2. 224.74 (1) (b) of the statutes is renumbered 224.74 (1) (b) 1. and

| amended to read;

224.74 (1) (b) 1. Each Except as provided in subd. 2., each year, no later than

6 months following the end of its most recently completed fiscal year, each mortgage

banker or mortgage broker shall submit a copy of an audit of the mbrtgage banker’s

or mortgage broker’s operations during that most recently completed fiscal year. An

audit under this paragraph subdivision shall be conducted by an independent
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certified public accountant in accordance with generally accepted auditing
standards. The financial statements in the audit report shall be prepared in
accordance with generally accepted accounting principles.

SECTION 3. 224.74 (1) (b) 2. of the statutes is created to read:

224.74 (1) (b) 2. Each year, no later than 6 months following the end of its most

~ recently completed fiscal year, each mortgage broker that employed 5 or fewer

employees and had less than $750,000 in gross revenues in its most recently
completed fiscal year shall submit a prepared financial statement of the mortgage
broker;s operations during' that most recently completed fiscal year. A financial
statement under this subdivision shall be prepared by an independent c_értified
public accountant in accordance with generally accepted accounting principleé. An -
officer of the mértgage broker shall attest in writing and certify that fhe financial
statement is complete and accurate.

SECTION 4. Initial applicability.

(1) This act first applies to submissions made on the effective. date of this

subsection. |

SECTION 5. Effective date.

(1) This act takes effect on the first day of the 3rd month beginning after
publication.

(END)



