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SECOND REGULAR SESSION

HOUSE BILL NO. 2586

94TH GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVES DONNELLY (Sponsor), CURLS, NASHEED, MEINERS, VILLA,
LeVOTA, STORCH, PAGE, WITTE, SWINGER, DARROUGH, HUGHES, YAEGER, HARRIS (110),
LAMPE, KUESSNER, BURNETT, LOW (39), TALBOY, ZIMMERMAN, FALLERT, SPRENG,
ZWEIFEL AND SCHOEMEHL (Co-Sponsors).

Read 1st time April 1, 2008 and copies ordered printed.

D. ADAM CRUMBLISS, Chief Clerk
5626L .01l

AN ACT

To repeal sections 443.803, 443.805, 443.809, 443.810, 443.812, 443.821, 443.825, 443.830,
443.833, 443.841, 443.847, 443.849, 443.865, and 443.881, RSMo, and to enact in lieu
thereof seventeen new sections relating to mortgage brokers, with a penalty provision.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Sections 443.803, 443.805, 443.809, 443.810, 443.812, 443.821, 443.825,
443.830, 443.833, 443.841, 443.847, 443.849, 443.865, and 443.881, RSMo, are repeaded and
seventeen new sections enacted in lieu thereof, to be known as sections 443.803, 443.805,
443.810, 443.821, 443.830, 443.833, 443.834, 443.841, 443.846, 443.847, 443.849, 443.850,
443.852, 443.854, 443.865, 443.878, and 443.881, to read as follows:

443.803. 1. For the purposes of sections443.800 to 443.893, the foll owing terms mean:

(1) "Act as a mortgage broker", to act, for compensation or gain, or in the
expectation of compensation or gain, either directly or indirectly, by accepting or offering
to accept an application for a mortgage loan, soliciting or offering to solicit a mortgage
loan, negotiating the terms or conditions of a mortgage loan, issuing mortgage loan
commitments or interest rate guarantee agreements to borrowers, or engaging in
tablefunding of mortgageloans, whether such actsaredonethrough contact by telephone,
by electronic means, by mail, or in person with the borrowersor potential borrowers,

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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(2) "Actasamortgagelender” , toengagein thebusinessof making mortgageloans
for compensation or gain;

(3) "Advertisement", the attempt by publication, dissemination or circulation to induce,
directly or indirectly, any person to apply for aloan to be secured by residential real estate;

[(2)] (4) "Affiliate":

(& Any entity that directly controls, or is controlled by, the licensee and any other
company that is directly affecting activities regulated by sections 443.800 to 443.893 that is
controlled by the company that controls the licenseg;

(b) Any entity:

a. That iscontrolled, directly or indirectly, by atrust or otherwise by, or for the benefit
of, shareholders who beneficialy, or otherwise, control, directly or indirectly, by trust or
otherwise, the licensee or any company that controls the licensee; or

b. A magority of the directors or trustees of which constitute a mgjority of the persons
holding any such office with the licensee or any company that controls the licenseg;

(c) Any company, including areal estate investment trust, that is sponsored and advised
on acontractual basis by the licensee or any subsidiary or affiliate of the licensee;

[(3)] (5) "Annual audit", acertified audit of thelicensee'sbooks and records and systems
of internal control performed by a certified public accountant in accordance with generally
accepted accounting principles and generally accepted auditing standards;

[(4)] (6) "Board", the residential mortgage board, created in section 443.816;

[(5)] (7) "Borrower", the person or persons who use the services of a loan broker,
originator or lender;

(8) "Branch manager”, theindividual whose principal officeis physically located
in,whoisin chargeof, and whoisresponsiblefor thebusinessoper ationsof abranch office
of a mortgage broker;

(9) "Branch office", an office of the licensee acting as a mortgage broker that is
separate and distinct from thelicensee's principal office;

(10) " Control", the power to vote mor ethan twenty per cent of outstanding voting
shares or other interests of a corporation, partnership, limited liability company,
association, or trust;

[(6)] (11) "Director", the director of the division of finance within the department of
economic development;

(12) " Employee" , anindividual who hasan employment relationship acknowledged
by the individual and the mortgage broker and istreated asan employee for pur poses of
compliance with the federal income tax laws;
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[(7)] (13) "Escrow agent”, athird party, individual or entity, charged with the fiduciary
obligation for holding escrow funds on aresidential mortgage |oan pending final payout of those
funds in accordance with the terms of the residential mortgage loan;

[(8)] (14) "Exempt entity", the following entities:

(8 Any bank or trust company organized under the laws of thisor any other state or any
national bank or any foreign banking corporation licensed by the division of finance or the
United States Comptroller of the Currency to transact businessin this state;

(b) Any stateor federal savingsand |oan association, savingsbank or credit union or any
consumer finance company licensed under sections367.100t0 367.215, RSMo, whichisactively
engaged in consumer credit lending;

(c) Any insurance company authorized to transact businessin this state;

(d) Any person engaged solely in commercial mortgage lending or any person making
or acquiring residential or commercial construction loans with the person’'s own funds for the
person's own investment;

(e) Any service corporation of afederally chartered or state-chartered savings and loan
association, savings bank or credit union;

(f) Any first-tier subsidiary of a national or state bank that has its principa place of
business in this state, provided that such first-tier subsidiary is regularly examined by the
division of finance or the Comptroller of the Currency or aconsumer compliance examination
of it isregularly conducted by the Federal Reserve;

(9) Any person engaged solely in the business of securing |oans on the secondary market
provided such person does not make decisions about the extension of credit to the borrower;

(h) Any mortgage banker as defined in subdivision (19) of this subsection; or

(i) Any wholesale mortgage lender who purchases mortgage loans originated by a
licensee provided such wholesale lender does not make decisions about the extension of credit
to the borrower;

(1) Any person making or acquiring residential mortgage loans with the person's own
funds for the person's own investment;

(k) Any person employed or contracted by alicenseeto assist in the performance of the
activities regulated by sections 443.800 to 443.893 who is compensated in any manner by only
one licenseg;

(1) Any person licensed pursuant to the real estate agents and brokers licensing law,
chapter 339, RSMo, who engages in servicing or the taking of applications and credit and
appraisal information to forward to alicensee or an exempt entity for transactions in which the
licensee is acting as a real estate broker and who is compensated by either a licensee or an
exempt entity;
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(m) Any personwho originates, servicesor brokersresidential mortgagee |oansand who
receives no compensation for those activities, subject to the director's regulations regarding the
nature and amount of compensation;

(9) "Financial institution”, a savings and loan association, savings bank, credit union,
mortgage banker or bank organized under the laws of Missouri or the laws of the United States
with its principa place of businessin Missouri;

[(10)] (15) "First-tier subsidiary”, as defined by administrative rule promulgated by the
director;

[(11)] (26) "Full-service office", office and staff in Missouri reasonably adequate to
handle efficiently communications, questions and other matters relating to any application for
anew, or existing, home mortgage loan which the licensee is brokering, funding, originating,
purchasing or servicing. Themanagement and operation of each full-serviceofficemustinclude
observance of good business practices such as adequate, organized and accurate books and
records, ample phone lines, hours of business, staff training and supervision and provision for
a mechanism to resolve consumer inquiries, complaints and problems. The director shall
promulgate regul ations with regard to the requirements of this subdivision and shall include an
evaluation of compliance with this subdivision in the periodic examination of the licensee;

[(12)] (17) "Government-insured mortgage loan", any mortgage loan made on the
security of residential real estateinsured by the Department of Housing and Urban Devel opment
or Farmers Home Loan Administration, or guaranteed by the Veterans Administration;

[(13)] (18) "Lender", any person who either lends money for or invests money in
residential mortgage loans;

[(14)] (19) "Licensee" or "residential mortgage licensee", a person, loan officer, or
mortgage broker who islicensed to engage in the activities regulated by sections 443.800 to
443.893;

[(15)] (20) "Loan broker" or "broker", a person exempted from licensing pursuant to
subdivision (8) of thissubsection, who performsthe activitiesdescribed in subdivisions (17) and
(32) of this subsection;

[(16)] (21) "Loan brokerage agreement", awritten agreement in which a broker agrees
to do either of the following:

(@) Obtain a residential mortgage loan for the borrower or assist the borrower in
obtaining aresidential mortgage |oan; or

(b) Consider making aresidential mortgage loan to the borrower;

[(17)] (22) "Loan brokering", "mortgage brokering", or "mortgage brokerage service",
the act of helping to obtain for an investor or from an investor for aborrower, aloan secured by
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residential real estate situated in Missouri or assisting an investor or a borrower in obtaining a
loan secured by residential real estate in return for consideration;

(23) "Loan officer", an individual who, in exchange for compensation as an
employee of another person, acceptsor offersto accept applications for mortgage loans.
This subdivision shall not include any exempt entity defined in this section;

[(18)] (24) "Making a residential mortgage loan™ or "funding a residential mortgage
loan", for compensation or gain, either, directly or indirectly, advancing funds or making a
commitment to an applicant for aresidential mortgage loan;

(25) "Managingprincipal" ,aperson whoagreestobeprimarily responsiblefor the
operations of alicensed mortgage broker;

[(19)] (26) "Mortgage banker", amortgage loan company which is subject to licensing,
supervision, or annua audit requirements by the Federal National Mortgage Association
(FNMA), or the Federal Home Loan Mortgage Corporation (FHLMC), or the United States
Veterans Administration (VA), or the United States Department of Housing and Urban
Development (HUD), or a successor of any of the foregoing agencies or entities, as an approved
lender, loan correspondent, seller, or servicer;

(27) "Mortgage broker", a person who acts as a mortgage broker asthat termis
defined in this section;

[(20)] (28) "Mortgage loan” or "residential mortgage loan", aloan to, or for the benefit
of, any natural person made primarily for personal, family or household use, including areverse
mortgage loan, primarily secured by either a mortgage or reverse mortgage on residential real
property or certificates of stock or other evidence of ownership interests in, and proprietary
leases from, corporations or partnerships formed for the purpose of cooperative ownership of
residential real property;

[(21)] (29) "Net worth", as provided in section 443.859;

[(22)] (30) "Originating”, the advertising, soliciting, taking applications, processing,
closing, or issuing of commitments for, and funding of, residential mortgage loans,

[(23)] (31) "Party to aresidential mortgage financing transaction”, aborrower, lender or
loan broker in aresidential mortgage financing transaction;

[(24)] (32) "Payments’, payment of all, or any part of, the following: principal, interest
and escrow reservesfor taxes, insurance and other rel ated reserves and reimbursement for lender
advances,

[(25)] (33) "Person”, any individual, firm, partnership, corporation, company or
association and the legal successors thereof;

[(26)] (34) "Persona residence address’, a street address, but shall not include a post
office box number;
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[(27)] (35) "Purchasing", thepurchase of conventional or government-insured mortgage
loans secured by residential real estate from either the lender or from the secondary market;

(36) "Qualified lender" , aper son whoisengaged asamortgagelender and iseither
asupervised or anonsupervised institution, asthesetermsaredefined in 24 CFR 202.2, as
approved by the United States Department of Housing and Urban Development;

(37) " Qualified person”, aperson whoisemployed asaloan officer by a qualified
lender or by a mortgage broker registered with the director or who isa general partner,
manager, or officer of a qualified lender or registered mortgage broker;

[(28)] (38) "Residential mortgage board", the residential mortgage board created in
section 443.816;

[(29)] (39) "Residential mortgage financing transaction”, the negotiation, acquisition,
sale or arrangement for, or the offer to negotiate, acquire, sell or arrange for, a residential
mortgage |oan or residential mortgage loan commitment;

[(30)] (40) "Residential mortgage loan commitment", awritten conditional agreement
to finance aresidential mortgage loan;

[(31)] (41) "Residential real property" or "residential real estate", rea property located
in this state improved by a one-family to four-family dwelling;

[(32)] (42) "Servicing", the collection or remittance for, or the right or obligation to
collect or remit for, any lender, noteowner, noteholder or for a licensee's own account, of
payments, interests, principal and trust items such as hazard insurance and taxes on aresidential
mortgage loan and includes|oan payment follow-up, delinquency loan follow-up, loan analysis
and any notifications to the borrower that are necessary to enabl e the borrower to keep the loan
current and in good standing;

[(33)] (43) "Soliciting, processing, placing or negotiating aresidential mortgage loan”,
for compensation or gain, either, directly or indirectly, accepting or offering to accept an
application for aresidential mortgage loan, assisting or offering to assist in the processing of an
application for aresidential mortgage loan on behalf of aborrower, or negotiating or offering to
negotiate the terms or conditions of a residential mortgage loan with a lender on behaf of a
borrower including, but not limited to, the submission of credit packages for the approval of
lenders, the preparation of residential mortgage |oan closing documents, and including aclosing
in the name of a broker;

(44) "Tablefunding", atransaction where alicensee closesaloan in itsown name
with funds provided by others, and theloan is assigned simultaneously to the mortgage
lender providing the funding within one business day of the funding of theloan;

[(34)] (45) "Ultimate equitable owner", a person who, directly or indirectly, owns or
controlsan ownership interest in acorporation, foreign corporation, alien business organization,
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trust or any other form of business organization regardless of whether the person owns or
controls the ownership interest through one or more persons or one or more proxies, powers of
attorney, nominees, corporations, associations, partnerships, trusts, joint stock companies or
other entities or devices, or any combination thereof.

2. The director may define by rule any terms used in sections 443.800 to 443.893 for
efficient and clear administration.

443.805. 1. [No person shall engage in the business of brokering, funding, originating,
servicing or purchasing of residential mortgage loans without first obtaining alicense from the
director, pursuant to sections 443.800 to 443.893 and the regulations promulgated thereunder.
The licensing provisions of sections 443.805 to 443.812 shall not apply to any entity engaged
solely in commercial mortgage lending or to any person exempt as provided in section 443.803
or pursuant to regul ations promul gated as provided in sections 443.800 to 443.893.] Other than
an exempt entity, it isunlawful for any person in thisstateto act asa mortgage broker, or
directly or indirectly to engage in the business of a mortgage broker, without first
obtaining a license from the director under the provisions of this chapter.

2. [No person except alicensee or exempt entity shall do any business under any name
or title or circulate or use any advertising or make any representation or give any information to
any person which indicates or reasonably implies activity within the scope of the provisions of
sections 443.800 to 443.893.] It is unlawful for any natural person to engage in the
solicitation and acceptance of applications for mortgage loans without first obtaining a
licenseasaloan officer or mortgage broker issued by thedirector under the provisions of
thischapter. It isunlawful for any person to employ, to compensate, or to appoint asits
agent a loan officer unlesstheloan officer islicensed asaloan officer under thischapter.
Exempt entities shall not be subject to this subsection.

3. Thelicenseof aloan officer isnot effective during any period when that person
isnot employed by a mortgage broker licensed under this chapter. When a loan officer
ceases to be employed by a mortgage broker licensed under this chapter, the loan officer
and the mortgage broker licensed under this chapter by whom that person is employed
shall promptly notify the director in writing. A loan officer shall not be employed
simultaneously by mor e than one mortgage broker licensed under this chapter.

4. Each mortgagebroker licensed under thischapter shall maintain on filewith the
director alist of all loan officerswho are employed with the mortgage broker.

5. No person, other than an exempt entity, shall hold himself or herself out asa
mortgage broker or loan officer unless such person is licensed in accordance with this
chapter.
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443.810. Effective [May 21, 1998] August 28, 2008, any person who violates any
provision of sections 443.805 to 443.812 shall be deemed guilty of aclass[C] D felony. Each
transaction involving the unlawful making or brokering of a mortgage loan is a separate
offense.

443.821. [Thedirector shall issue alicense upon completion of the following:

(1) Thefiling of an application;

(2) Thefilingwiththedirector of alisting of judgments entered against, and bankruptcy
petitions by, the applicant for the preceding seven years,

(3) Thepayment of investigation and application feesto be established by administrative
rule; and

(4) Aninvestigation of the averments required by section 443.827, which investigation
must allow the director to issue positive findings stating that the financial responsibility,
experience, character and genera fitness of the applicant, and of the members thereof, if the
applicant isapartnership or association, and of the officers and directorsthereof if the applicant
isacorporation, are such asto command the confidence of the community and to warrant belief
that the business will be operated honestly, fairly and efficiently within the scope of sections
443.800 to 443.893. If the director does not find the applicant's business and personal conduct
warrants the issuance of alicense, the director shall notify the applicant of the denial with the
reasons stated for such denial. An applicant may appeal such denial to the board.] 1. Any
person, other than an exempt entity, desiring to obtain a license as a loan officer or
mortgage broker shall make written application for licensure to the director on forms
prescribed by the director. In accordance with rules adopted by the director, the
application shall contain any information the director deems necessary regarding the
following:

(1) Theapplicant'sname and address and Social Security number;

(2) Theapplicant'sform and place of organization, if applicable;

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

(4) Thequalificationsand businesshistory of the applicant and, if applicable, the
businesshistory of any partner, officer, or director, any person occupyingasimilar status
or performing similar functions, or any person directly or indirectly controlling the
applicant, including:

(a) A description of any injunction or administrativeorder by any state or federal
authority to which the person is or has been subject;

(b) A conviction of a misdemeanor involving fraudulent dealings or moral
turpitude or relating to any aspect of theresidential mortgage lending business;
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(c) Any felony convictions;

(5) With respect to an application for licensing as a mortgage broker, the
applicant'sfinancial condition, credit history, and businesshistory; and with respect tothe
application for licensing as a loan officer, the applicant's credit history and business
history.

2. In addition to the requirementsimposed by the director under subsection 1 of
this section, each individual applicant for licensure as aloan officer shall:

(1) Beat least eighteen years of age;

(2) Havesatisfactorily completed, within thethreeyear simmediately precedingthe
date application is made, a mortgage lending fundamentals course approved by the
director. The course shall consist of at least eight hours of classroom instruction in
subjectsrelated to mortgage lending approved by thedirector. I1n addition, the applicant
shall have satisfactorily completed a written examination approved by the director or
possess residential mortgage lending education or experience in residential mortgage
lending transactionsthat the director deems equivalent to the course.

3. Inadditiontotherequirementsunder subsection 1 of thissection, each applicant
for licensure as a mortgage broker at the time of application and at all times thereafter
shall comply with the following requirements:

(1) Iftheapplicant isasoleproprietor, theapplicant shall haveat least threeyears
of experience in residential mortgage lending or other experience or competency
requirementsasthe director may impose;

(2) If theapplicant isa general or limited partnership, at least one of its general
partners shall havethe experience as described under subdivision (1) of this subsection;

(3) If theapplicant isacorporation, at least one of itsprincipal officersshall have
the experience as described under subdivision (1) of this subsection;

(4) If theapplicant isalimited liability company, at least one of its manager s shall
have the experience as described under subdivision (1) of this subsection.

4. Each applicant shall identify oneper son meeting therequirementsof subsection
3 of this section to serve as the applicant's managing principal.

5. Every applicant for initial licensureshall pay afiling fee of onethousand dollars
for licensure asa mortgage broker or fifty dollarsfor licensure asaloan officer.

6. Any general partner, manager of a limited liability company, or officer of a
cor poration who individually meets the requirements under subsection 7 of this section
shall, upon payment of the applicable fee, meet the qualifications for licensure as aloan
officer subject to the provisions of subsection 8 of this section.
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7. Each principal officeand each branch officeof amortgagebroker licensed under
the provisions of this chapter shall be issued a separate license. A licensed mortgage
broker shall filewith thedirector an application on aform prescribed by thedirector that
identifiesthe address of the principal office and each branch office and branch manager.
A filing fee of one hundred dollars shall be assessed by the director for each office issued
alicense.

8. Ifthedirector deter minesthat an applicant meetsthequalificationsfor licensure
and findsthat thefinancial responsibility, character, and general fitness of the appZlicant
are such asto command the confidence of the community and to warrant belief that the
business will be operated honestly and fairly, the director shall issue a license to the
applicant.

443.830. Thedirector shall refuse to license or renew alicenseif:

(2) Itisdetermined that the applicant isnot in compliancewith any provision of sections
443.800 to 443.893; or

(2) There is substantial continuity between the applicant and any violator of any
provision of sections 443.800 to 443.893[; or

(3) Thedirector cannot make the findings specified in section 443.821].

443.833. 1. [Licenses shall be renewed on the first anniversary of the date of issuance
and every two years thereafter. Renewal application forms and fees shall be submitted to the
director at least sixty days before the renewal date.] All licensesissued by the director under
the provisions of this chapter shall expireannually on thethirtieth day of Junefollowing
issuance or on any other datethat the director may determine. Thelicense shall become
invalid after the date unlessrenewed. A license may be renewed forty-five days prior to
the expiration date by paying to the director arenewal fee asfollows:

(1) Licensed mortgagebrokersshall pay an annual feeof five hundred dollarsand
one hundred dollarsfor each branch office;

(2) Licensed loan officersshall pay an annual fee of fifty dollars.

2. [Thedirector shall send notice at |east ninety days before the licensee'srenewal date,
but failure to send or receive such notice is no defense for failure to timely renew, except when
an extension for good causeisgranted by thedirector. If thedirector doesnot grant an extension
and the licensee fails to submit a completed renewal application form and the proper feesin a
timely manner, the director may assess additional fees asfollows:

(1) Afeeof fivehundred dollars shall be assessed the licenseethirty daysafter the proper
renewal date, and onethousand dollars each month thereafter, until thelicenseiseither renewed
or expires pursuant to subsections 3 and 4 of this section;
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(2) Such fee shall be assessed without prior notice to the licensee, but shall be assessed
only in caseswherethedirector possesses documentation of thelicensee'scontinuing activity for
which the unrenewed license was issued.] If alicenseisnot renewed prior to theapplicable
expiration date, then an additional two hundred fifty dollarsin addition totherenewal fee
under subsection 1 of thissection shall heassessed asalatefeetoany renewal. Intheevent
alicenseefailsto obtain areinstatement of thelicensewithin ninety daysafter thedatethe
license expires, thedirector may requirethelicenseeto comply with the requirementsfor
theinitial issuance of a license under the provisions of this chapter.

3. [A licensewhichisnot renewed by the date required in this section shall automatically
become inactive. No activity regulated by sections 443.800 to 443.893 shall be conducted by
the licensee when alicense becomesinactive. An inactive license may be reactivated by filing
acompleted reactivation application with the director, payment of the renewal fee, and payment
of areactivation fee equal to the renewal fee.

4. A license which is not renewed within one year of becoming inactive shall expire.]
Licensesissued under this chapter are not assignable. Control of a licensee shall not be
acquired through astock purchaseor other devicewithout theprior written consent of the
director.

443.834. 1. Asa condition of license renewal, the director may adopt rules to
requirecontinuing education of licenseesunder thischapter for the purpose of enhancing
theprofessional competenceand professional responsibility of mortgage br okersand loan
officers. Therulesmay includecriteriafor:

(1) Thecontent of continuing education cour ses,

(2) Accreditation of continuing education sponsors and programs,

(3) Accreditation of videotape or other audiovisual programs;

(4) Computation of credit;

(5) Special cases and exemptions;

(6) General compliance procedures;

(7) Sanctionsfor noncompliance.

2. Annual continuing professional education requirementsshall bedetermined by
the director. However, the requirements shall not exceed eight credit hours within a
one-year period.

443.841. 1. Each mortgage broker licensee shall maintain and transact business
from a principal place of businessin thisstate. A principal place of businessin this state
shall consist of at least one enclosed room or building of stationary construction in which
negotiations of mortgage loan transactions of others may be conducted and carried onin
privacy and in which all of the books, records, and files pertaining to mortgage loan
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transactionsrelatingtoborrowersin thisstatearemaintained. However, thedirector may,
by rule, imposeter msand conditionsunder which therecordsand filesmay bemaintained
outside of this state.

2. A mortgage banker licensee shall report any change of address of the principal
place of business or any branch office within fifteen days after the change.

3. Thelicense shall be conspicuously displayed in every Missouri office. The license
shall state the full name and address of the licensee. The license shall not be transferable or
assignable. A separate certificate shall beissued for display in each Missouri office.

443.846. The board may review any rule, regulation, or order of the director
adopted under or with respect to the provisions of thischapter, and any person aggrieved
by any rule, regulation, or order may appeal to the board for review upon giving notice
within twenty days after therule, regulation, or order that is subject to the complaint is
adopted or issued.

443.847. 1. No rule or portion of arule promulgated under the authority of sections
443.800 to 443.893 shall become effective unless it has been promulgated pursuant to the
provisions of section 536.024, RSMo.

2. Theboard may adopt any ruleit deemsnecessary to carry out the provisions of
sections 443.800 to 443.893, to provide the protection of the borrowing public and to
instruct mortgage lendersand brokersin interpreting this chapter.

443.849. A corporate surety bond inthe principa sum of [twenty] fifty thousand dollars
shall accompany each application for alicense. The bond shall be in aform satisfactory to the
director and shall be issued by a bonding company or insurance company authorized to do
businessin this state, to secure the faithful performance of the obligations of the applicant and
the agents and subagents of the applicant in connection with the activities of originating,
servicing or acquiring mortgage loans. An applicant or licensee may, in lieu of filing the bond
required pursuant to this section, provide the director with a [twenty] fifty thousand dollar
irrevocable letter of credit, as defined in section 400.5-103, RSMo, issued by any financial
institution. An audited financial statement from a qualified lender showing a net worth of
two hundr ed fifty thousand dollar sor mor e shall beaccepted in lieu of any bond required.

443.850. Each mortgagebroker licensed under thischapter shall haveamanaging
principal who operates the business under that person's full charge control and
supervision. Themanagingprincipal for alicensee' sbusinessmay also serveasthebranch
manager of oneof thelicensee' sbranch offices. Each mortgagebroker licensed under this
chapter shall fileaform asprescribed by thedirector indicating thebusiness sdesignation
of managing principal and branch manager for each branch and each individual's
acceptance of theresponsibility. Each mortgage broker licensed under thischapter shall
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notify thedirector of any changein itsmanaging principal or branch manager designated
for each branch. Any licensee who does not comply with this provision shall have the
licensee's license suspended until the licensee complies with this section. Any individual
licenseewho oper atesasasole proprietor ship shall beconsider ed amanaging principal for
the purposes of this chapter.

443.852. A mortgage broker, including any mortgage broker licensee and any
person required to belicensed asa mortgage broker under thischapter, shall, in addition
to dutiesimposed by other statutes:

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

(2) Follow reasonable and lawful instructions from the borrower;

(3) Act with reasonable skill, care and diligence; and

(4) Makereasonable efforts, with lenders with whom the broker regularly does
businessto secure aloan that isreasonably advantageousto the borrower considering all
the circumstances, including the rates, charges, and repayment termsof theloan and the
loan optionsfor which the borrower qualifieswith such lenders.

443.854. In addition to the activities prohibited under other provisions of this
chapter, it shall beunlawful for any per sonin the cour seof any mortgageloan transaction:

(1) Tomisrepresent or conceal the material acts or make false promiseslikely to
influence, per suade, or induce an applicant for a mortgage loan or a mortgagor to takea
mortgage loan, or to pursue a cour se of misrepresentation through agentsor otherwise;

(2) Torefuseimproperly toissue a satisfaction of a mortgage;

(3) Tofail toaccount for or todeliver toany per son any funds, documents, or other
thing of value obtained in connection with amortgageloan, including money provided by
aborrower by areal estateappraisal or acredit report, which themortgagebroker or loan
officer isnot entitled to retain under the circumstances,

(4) To pay, receive, or collect in whole on in part any commission, fee, or other
compensation for brokering a mortgage loan in violation of this chapter, including a
mortgage loan brokered by any unlicensed person other than an exempt entity;

(5) Toadvertise mortgage loans, including rates, mar gins, discounts, points, fees,
commissions, or other material information, including material limitations on the loans,
unlessthe person isableto make the mortgage loans available to a r easonable number of
qualified applicants;

(6) To fail to disburse funds in accordance with a written commitment or
agreement to make a mortgage loan;



H.B. 2586 14

20
21
22
23
24
25
26
27
28
29
30

© 00N Ok WN

NNRNNRRRRRRRPR R R
WNPOWOWOWOWNOOUuDMOWNIEPREO

(7) Toengagein any transaction, practice, or cour se of businessthat isnot in good
faith or fair dealing or that constitutes a fraud upon any person, in connection with the
brokering or making of, or purchase or sale of, any mortgage loan;

(8) Tofail promptly to pay when due reasonable feesto a licensed appraiser for
appraisal servicesthat are:

(a) Requested fromtheappraiser inwriting by themortgagebroker or an employee
of the mortgage broker; and

(b) Performed by the appraiser in connection with the origination or closing of a
mortgage loan for a customer or the mortgage broker;

(9) Tobroker amortgageloan which containsaprepayment penalty if theprincipal
amount of theloan is one hundred fifty thousand dollars or less.

443.865. 1. Thedirector shall keep alist of all applicantsfor licensureunder this
chapter that includesthe date of application, name, and place of residence, and whether
thelicense was granted or refused.

2. The director shall keep a current roster showing the names and places of
business of all licensees that shows their respective loan officers and a roster of exempt
entities required to file a notice. The rosters shall be kept on file in the office of the
director containing information regarding all orders or other actionstaken against the
licensees, loan officers, and other persons, and be open to public inspection.

3. Every licensee shall make and keep the accounts, correspondence, memor anda,
papers, books, and other records as prescribed in rules adopted by the director. All
recordsshall bepreserved for threeyear sunlessthedirector, by rule, prescribesotherwise
for particular typesof records. Therecordkeepingrequirementsimposed by thedirector
or thissubsection shall not be greater than those imposed by applicable federal law.

4. 1f the information contained in any document filed with the director is or
becomesinaccurate or incompletein any material respect, thelicensee shall promptly file
a correcting amendment to the information contained in the document.

5. A licensee shall maintain in a segregated escrow fund or trust account any funds
which come into the licensee's possession, but which are not the licensee's property and
which thelicenseeis not entitled to retain under the circumstances. The escrow fund or
trust account shall be held on deposit in a federally insured financial institution.

6. The director may promulgate rules with respect to placement in escrow accounts by
any licensee of any money, funds, deposits, checks or drafts entrusted to the licensee by any
person dealing with the licensee as a residential mortgage licensee.

443.878. 1. All exempt entities who are engaged in the mortgage brokerage
businesson August 28, 2008, shall berequired tofileaform with thedirector on or before
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such date. All exempt entities, who commence mortgage brokerage businessin this state
after August 28, 2008, shall file the form with the director upon commencement of the
business. Thisform prescribed by thedirector shall contain all thefollowinginformation:

(1) Thename of the respective exempt entity;

(2) Thebasisof the exempt status of the exempt entity;

(3) Theprincipal business address of the exempt entity;

(4) The state or federal regulatory authority responsible for the exempt entity's
supervision, examination, or regulation, if any.

2. In addition to any other measur esthe exempt entity may besubject tounder this
chapter, failure of an exempt entity to file therequired form shall not affect the exempt
status of the person. However, the exempt entity shall be subject to a civil penalty set by
the director that shall not exceed the sum of two hundred fifty dollarsfor each year the
formisnot filed. Nopersonrequired tofileunder thissection may transact businessin this
stateasamortgagebroker unlesstheper son hasfiled theprescribed formwith thedirector
in accor dance with this section.

443.881. 1. Upon written notice to alicensee, the director may suspend or revoke any
license issued pursuant to sections 443.800 to 443.893 if the director makes afinding of one or
more of the following in the notice that:

(1) Through separate acts or an act or a course of conduct, the licensee has violated any
provision of sections443.800 to 443.893, any rule promulgated by the director or any other law
or rule of this state or the United States;

(2) Any fact or condition exists which, if it had existed at the time of the original
applicationfor such licensewould havewarranted thedirector inrefusing originally toissuesuch
license;

(3) If alicensee is other than an individual, any ultimate equitable owner, officer,
director or member of the licensed partnership, association, corporation or other entity has so
acted or failed to act as would be cause for suspending or revoking alicense to that party asan
individual.

2. Nolicense shall be suspended or revoked, except as provided in this section, nor shall
any licensee be subject to any other disciplinary proceeding without notice of thelicensee'sright
to a hearing as provided in sections 443.800 to 443.893.

3. Thedirector, on good cause shown that an emergency exists, may suspend any license
for aperiod not to exceed thirty days, pending an investigation.

4. The provisions of section 443.835 shall not affect a residential mortgage licensee's
civil or criminal liability for acts committed before such licensee surrenders the license.
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5. No revocation, suspension or surrender of any license shall impair or affect the
obligation of any preexisting lawful contract between the licensee and any person.

6. Every licenseissued pursuant to sections443.800 to 443.893 shall remaininforceand
effect until thelicense has expired without renewal, has been surrendered, revoked or suspended
in accordance with the provisions of sections 443.800 to 443.893, except that, the director may
reinstate asuspended license or issue anew licenseto alicensee whoselicense has been revoked
if nofact or condition existswhichwould have warranted thedirector to refuseoriginally toissue
such license pursuant to sections 443.800 to 443.893.

7. Whenever the director revokes or suspends a license issued pursuant to sections
443.800 to 443.893, the director shall execute in duplicate a written order to that effect. The
director shall publish notice of such order in anewspaper of general circulation inthe county in
which theresidential mortgage licensee'sbusinessislocated and shall serve acopy of such order
upon the licensee. Such order may be reviewed by the board.

8. When thedirector findsany personin violation of the grounds provided in subsection
9 of this section, the director may enter an order imposing one or more of the following
disciplinary actions:

(1) Revocation of the license;

(2) Suspension of the license subject to reinstatement upon satisfying all reasonable
conditions the director may specify;

(3) Placement of the licensee on probation for a period of time and subject to any
reasonable conditions as the director may specify;

(4) Issuance of areprimand; and

(5) Denid of alicense.

9. Thefollowing actsshall constitutegroundsfor whichthedisciplinary actionsspecified
in subsection 8 of this section may be taken:

(1) [Being convicted or found guilty, regardless of pendency of an appeal, of acrimein
any jurisdiction which involves fraud, dishonest dealings, or any other act involving moral
turpitude] Being convicted of any felony, or, within the past ten years, has been convicted
of any misdemeanor involving mortgage lending or any aspect of the mortgage lending
business, or any offense involving breach of trust, moral turpitude, or fraudulent or
dishonest dealing;

(2) Fraud, misrepresentation, deceit or negligencein any mortgagefinancing transaction;

(3) A materia or intentional misstatement of fact on an initial or renewal application;

(4) Failureto follow the director's rules with respect to placement of funds in escrow
accounts,
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(5) Insolvency or filing under any provision of the United States Bankruptcy Code asa
debtor;

(6) Failureto account or deliver to any person any property such as any money, funds,
deposits, checks, drafts, mortgages or any other documents or things of value, which has come
into the licensee's possession and which is not the person's property or which the licenseeis not
inlaw or equity entitled to retain, under the circumstances and at the time which has been agreed
upon or isrequired by law or, in the absence of afixed time, upon demand of the person entitled
to such accounting and delivery;

(7) Failureto disburse fundsin accordance with agreements,

(8) Any misuse, misapplication or misappropriation of trust funds or escrow funds;

(9) Havingalicense, or the equivalent, to practice any profession or occupation revoked,
suspended or otherwise acted against, including the denial of licensure by alicensing authority
of this state or another state, territory or country for fraud, dishonest dealings or any other act
involving moral turpitude;

(10) Failuretoissueasatisfaction of mortgage when the mortgage has been executed and
proceeds were not disbursed to the benefit of the mortgagor and when the mortgagor has fully
paid the licensee's costs and commission;

(11) Failureto comply with any order of the director or rule made or issued pursuant to
the provisions of sections 443.800 to 443.893;

(12) Engaging in activities regulated by sections 443.800 to 443.893 without a current,
active license unless specifically exempted by the provisions of sections 443.800 to 443.893;

(13) Failureto pay timely any fee or charge due under the provisions of sections443.800
to 443.893. However, the director may enter only a denial order under this subdivision,
and thedirector shall vacate the order when the deficiency has been corrected;

(14) Failure to maintain, preserve and keep available for examination, all books,
accounts or other documents required by the provisions of sections 443.800 to 443.893 and the
rules of the director;

(15) Refusal to permit an investigation or examination of the licensee's or the licensee's
affiliates booksand recordsor refusal to comply with the director's subpoenaor subpoenaduces
tecum;

(16) A pattern of substantially underestimating closing costs;

(17) Failure to comply with, or any violation of, any provision of sections 443.800 to
443.893;

(18) Being permanently or temporarily enjoined by any court of competent
jurisdiction from engaging in or continuing any conduct or practiceinvolving any aspect
of the mortgage lending business;
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(19) Isthesubject of an order of thedirector denying, suspending, or revokingthat
person'slicense as a mortgage broker;

(20) Isthesubject of an order entered within thelast fiveyearsby theauthority of
any statewith jurisdiction over that state's mortgage broker age denying or revoking that
person's license as a mortgage broker industry or denying or revoking that person's
mortgage broker;

(21) Has been the executive officer or controlling shareholder or owned a
controllinginterest in any mortgagebroker who hasbeen subject toan order or injunction
described in subdivision (18), (19), or (20) of this subsection;

(22) That theorder isof publicinterest.

10. A licensee shall be subject to the disciplinary actions specified in sections 443.800
to 443.893 for aviolation of subsection 9 of this section by any officer, director, shareholder,
joint venture, partner, ultimate equitable owner or employee of the licensee.

11. [Suchlicenseeshall be subject to suspension or revocation for employeeactionsonly
if there is a pattern of repeated violations by an employee or employees or the licensee has
knowledge of theviolation.] Thedirector may by order, summarily postponeor suspend the
license of a licensee pending final determination of any proceeding under this section.
Upon entering the order thedirector shall promptly notify the applicant or licensee that
the order has been entered and thereasonsfor the order. Thedirector shall calendar a
hearing within fifteen days after thedirector receivesawritten request for a hearing. If
alicenseedoesnot request ahearingand thedirector doesnot request ahearing, theorder
shall remain in effect until it is modified or vacated by the director. If a hearing is
requested or ordered by the director after notice of an opportunity for hearing, the
director may modify or vacate the order or extend it until final determination.

12. [The procedures for the surrender of alicense shall be:

(1) Thedirector may, after ten days notice by certified mail to thelicensee at the address
set forth on the license, stating the contemplated action and, in general, the grounds for such
action and the date, time and place of a hearing on the action, and after providing the licensee
with a reasonable opportunity to be heard prior to such action, revoke or suspend any license
issued pursuant to sections 443.800 to 443.893 if the director finds that:

() Thelicensee hasfailed to comply with any provision of sections 443.800 to 443.893
or any order, decision, finding, rule or direction of the director lawfully made pursuant to the
authority of sections 443.800 to 443.893; or

(b) Any fact or condition exists which, if it had existed at the time of the original
application for the license, clearly would have warranted the director to refuse to issue the
license;
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(2) Any licensee may surrender alicense by delivering to the director written notice that
the licensee thereby surrenders such license, but surrender shall not affect the licensee's civil or
criminal liability for acts committed prior to surrender or entitle the licensee to areturn of any
part of thelicensefee] Thedirector may, by order imposeacivil penalty upon alicenseeor
any partner, officer, director, or other person occupying a similar status or performing
similar functionson behalf of alicenseefor any violation of thischapter. Thecivil penalty
shall not exceed ten thousand dollars for each violation of this chapter by a mortgage
broker. Thedirector may impose a civil penalty of up to ten thousand dollars for each
violation of thischapter by a person other than alicensee or exempt entity.

13. Inadditionto other powersunder thischapter, upon finding that any action of
aperson isin violation of thischapter, thedirector may order the per son to ceasefromthe
prohibited action. If the person subject to the order fails to appeal the order of the
director, or if the person appeals and the appeal is denied or dismissed, and the person
continuesto engagein the prohibited action in violation of thedirector'sorder, the person
shall be subject to a civil penalty of up to twenty-five thousand dollarsfor each violation
of thedirector's order. The penalty shall bein addition to and not in lieu of any other
provision of law applicableto alicenseefor thelicensee' sfailureto comply with an order
of thedirector.

14. When a licensee is accused of any act, omission, or misconduct that would
subject the licensee to disciplinary action, the licensee, with the consent and approval of
thedirector, may surrender thelicenseand all therightsand privilegespertainingtoit for
aperiod of timeestablished for or submit any application for licensureunder thischapter.

15. If thedirector hasreasonablegroundsto believethat alicensee or other person
hasviolated the provisionsof thischapter or that factsexist that would bethebasisfor an
order against alicenseeor other person, thedirector may at any time, either personally or
by a person duly designated by thedirector, investigate or examinetheloansand business
of thelicensee and examinethebooks, accounts, records, and filesof any licensee or other
person relatingtothecomplaint or matter under investigation. Thereasonablecost of this
investigation or examination shall be charged against the licensee.

16. The director may from time to time at the expense of the director's office
conduct routine examinations of the books and records of any licensee in order to
determine the compliance with this chapter and any rules adopted.

17. If the director finds that the managing principal, branch manager, or loan
officer of a licensee had knowledge of or reasonably should have knowledge of, or
participated in, any activity that results in the entry of an order under this section
suspending or withdrawing the license of a licensee, the director may prohibit the
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164 managingbroker or loan officer from servingasamanaging broker or loan officer for any
165 period of timethedirector deems necessary.
[443.809. When the director has reasonable cause to believe that any

2 person has not submitted an application for licensure and isconducting any of the
3 activitiesdescribed in subsection 1 of section 443.805, the director may examine
4 all books and records of the person and any additional documentation necessary
5 to determine whether such person is required to be licensed pursuant to sections
6 443.800 to 443.893 ]
7
[443.812. 1. Only onelicense shall beissued to each person conducting
2 activitiesregulated by sections443.800t0443.893. A licenseeshall register with
3 thedirector each office, place of businessor location wherethelicensee conducts
4 any part of the licensee's business pursuant to section 443.839.
5 2. Licenseesmay only solicit, broker, fund, originate, serve and purchase
6 residential mortgageloansin conformance with sections 443.800 to 443.893 and
7 such rules as may be promulgated by the director thereunder.]
8
[443.825. 1. Application for a license shall be made as provided in
2 sections 443.833 and 443.835. The application shall bein writing, made under
3 oath, and on aform provided by the director.
4 2. The application shall contain the name and complete business and
5 residential addressor addresses of the applicant. If theapplicant isapartnership,
6 association, corporation or other form of business organization, the application
7 shall contain the names and compl ete business and residential addresses of each
8 member, director and principal officer of such entity. Such application shall aso
9 include adescription of the activities of the applicant, in such detail and for such
10 periods as the director may require, including al of the following:
11 (1) An affirmation of financial solvency noting such capitalization
12 requirementsas may be required by the director, and accessto such credit asmay
13 be required by the director;
14 (2) Anaffirmationthat theapplicant or theapplicant'smembers, directors
15 or principals, as may be appropriate, are at least eighteen years of age;
16 (3) Information as to the character, fitness, financial and business
17 responsibility, background, experience and criminal records of any:
18 (8) Person, entity or ultimate equitable owner that owns or controls,
19 directly or indirectly, ten percent or more of any class of stock of the applicant;
20 (b) Person, entity or ultimate equitable owner that is not a depository
21 ingtitutionthat lends, providesor infuses, directly or indirectly, in any way, funds
22 to or into an applicant, in an amount equal to, or more than, ten percent of the
23 applicant's net worth;
24 (c) Person, entity or ultimate equitable owner that controls, directly or
25 indirectly, the election of twenty-five percent or more of the members of the

26 board of directors of the applicant; and
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27 (d) Person, entity or ultimate equitable owner that the director finds
28 influences management of the applicant.]
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