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FIRST REGULAR SESSION

HOUSE BILL NO. 714

95TH GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVE CURLS.
1302L.011 D. ADAM CRUMBLISS, Chief Clerk

AN ACT

To repea sections 67.1639, 443.803, 443.809, 443.816, 443.821, 443.825, 443.827, 443.833,
443.837, 443.849, 443.851, 443.853, 443.855, 443.857, 443.859, 443.869, 443.881,
443.885, and 443.891, RSMo, and to enact in lieu thereof twenty-nine new sections
relating to mortgages, with penalty provisions.

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

Section A. Sections 67.1639, 443.803, 443.809, 443.816, 443.821, 443.825, 443.827,
443.833, 443.837, 443.849, 443.851, 443.853, 443.855, 443.857, 443.859, 443.869, 443.881,
443.885, and 443.891, RSMo, arerepeal ed and twenty-nine new sectionsenacted in lieu thereof,
to be known as sections 67.1639, 443.803, 443.809, 443.816, 443.821, 443.825, 443.827,
443.833, 443.837, 443.849, 443.851, 443.853, 443.855, 443.857, 443.858, 443.859, 443.860,
443.869, 443.870, 443.880, 443.881, 443.884, 443.885, 443.886, 443.888, 443.890, 443.891,
443.892, and 443.915, to read as follows:

67.1639. 1. Each governing commission and program created pursuant to sections
67.1600 to 67.1663 shall maintain a guarantee fund for the purposes of paying the costs of
administering the program and extending protection to members pursuant to the limitations and
procedures in sections 67.1600 to 67.1663.

2. The guarantee fund shall be raised by means of an annua tax levied on all rea
property within the area of the program. Therate of this tax may be changed from year to year
by mgjority vote of the governing body of the municipality or county but in no case shall it
exceed arate of fifteen hundredths of a percent of the equalized assessed valuation of all real
property in the area of the program, or the maximum tax rate approved by the voters of the area
at the election which created the program or, in the case of amerged program, the maximum tax

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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rate approved by the voters at the election authorizing the merger, whichever rateislower. The
commissioners shall cause the amount to be raised by taxation in each year to be certified to the
county clerk or, in acity not within a county, to the taxing authority of such city in the manner
provided by law, and any tax so levied and certified shall be collected and enforced in the same
manner and by the same officers as those taxes for the purposes of the county and city within
which the area of the commission islocated. Any such tax, when collected, shall be paid over
to the proper officer of the commission who is authorized to receive such tax. The governing
commission may issue tax anticipation warrants against the taxes to be assessed for the calendar
year in which the programis created and for the first full calendar year after the creation of the
program.

3. The moneys deposited in the guarantee fund shall, as nearly as practicable, be fully
and continuously invested or reinvested by the governing commissionininvestment obligations
which shall be in such amounts, and shall mature at such times, that the maturity or date of
redemption at the option of the holder of such investment obligations shall coincide, as nearly
as practicable, with thetimes at which moneyswill be required for the purposes of the program.
For the purposes of this section, "investment obligation” shall mean direct general municipal,
state, or federal obligations which at the time are legal investments pursuant to the laws of this
state and the payment of principal of and interest on which areunconditionally guaranteed by the
governing body issuing them.

4. Except asprovided in subsection 8 of this section, the guarantee fund, including
principal, interest, fees and al other sources of income, shall be used solely and exclusively for
the purpose of providing guarantees to members of the particular guaranteed home equity
program and for reasonable salaries, expenses, bills, and fees incurred in administering the
program, and shall be used for no other purpose. Any municipality with apopulation of lessthan
onethousand shall administer the program in conjunction with another such programinthesame
county, if another such program exists in such county.

5. The guarantee fund shall be maintained, invested, and expended exclusively by the
governing commission of the program for whose purposes it was created. Under no
circumstance shall the guarantee fund be used by any person or persons, governmental body, or
public or private agency or concern other than the governing commission of the program for
whose purposesit wascreated. Under no circumstances shall the guarantee fund be commingled
with other funds or investments. No commissioner or family member of a commissioner, or
employee or family member of an employee, may receive any financial benefit, either directly
or indirectly, from the guarantee fund. Nothing in this subsection shall be construed to prohibit
payment of expensesto acommissioner pursuant to sections 67.1603 and 67.1609 or payment
of salaries or expenses to an employee pursuant to this section. As used in this subsection,
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"family member" means a spouse, child, stepchild, parent, brother, or sister of acommissioner
or achild, stepchild, parent, brother, or sister of a commissioner's spouse.

6. Anindependent audit of the guarantee fund and the management of the program shall
be conducted annually and made available to the public through any office of the governing
commission or a public facility such as a local public library located within the area of the
program.

7. Each political subdivision enacting a property tax pursuant to this section shall
periodically calculate the amount of moneys necessary to pay the liabilities that may occur asa
result of members seeking paymentsand shall adjust thetax ratewithinthelimitsallowedinthis
section to meet the liabilities. If the political subdivision determines that the fund contains or
islikely to contain sufficient moneys, then the tax rate shall be reduced or eliminated until such
calculations demonstrate that additional tax revenues are needed to fulfill commitments to
membersin the program.

8. A governing commission, with no lessthan four million dollarsin itsguarantee
fund, may, if authorized by referendum duly adopted by amajority of thevoters, establish
a foreclosure prevention loan fund to provide low interest emergency loans to eligible
applicants that may be forced into foreclosure proceedings. Whenever the question of
creating a foreclosur e prevention loan fund isinitiated by resolution or ordinance of the
cor porate authorities of the municipality or by a petition signed by not less than five
percent of the total number of registered voters of each precinct in the territory, the
register ed voter sof which areeligibletosign thepetition, it shall betheduty of theelection
authority havingjurisdiction over the municipality to submit the question of creating the
program to the electors of each precinct within the territory at the regular election
specified in the resolution, ordinance, or petition initiating the question. A petition
initiating a question described in this subsection shall befiled with the election authority
havingjurisdiction over themunicipality. The petition shall befiled and objectionstothe
petition shall be madein the manner provided in the general election law. A resolution,
ordinance, or petition initiating a question described in this subsection shall specify the
election at which thequestion isto besubmitted. Thereferendum on thequestion shall be
held in accordancewith thegeneral election law. Thequestion shall bein substantially the
following form:

" Shall the (hame of the home equity program) implement a For eclosur e Prevention L oan
Fund with money from the guarantee fund of the established guaranteed home equity
program?"’

Thevotesmust berecorded as" Yes' or "No".
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Whenever a majority of the voters on the public question approve the creation of a
foreclosure prevention loan fund as certified by the proper election authorities, the
commission shall establish the program and administer the program with funds collected
under the guaranteed fund under this section, subject to the following conditions:

(1) At any given time, the cumulative total of all loans and loan guarantees, if
applicable, issued under this program shall not exceed three million dollars;

(2) Only dligible applicants may apply for aloan. The commission may establish,
by resolution, additional criteriafor eligibility;

(3) Theloan shall be used to assist with preventing foreclosur e proceedings;

(4) An €ligibleapplicant shall not borrow morethan theamount of equity valuein
hisor her residence;

(5) A commission shall ensurethat loansissued are secured asa second lien on the
property;

(6) A commission shall chargean interest rate which it determinesto be below the
mar ket rate of interest generally available to the applicant;

(7) A commission may, by resolution, establish other administrative rules and
procedures as are necessary to implement this program including, but not limited to,
eigibility requirementsfor igible applicants, loan dollar amounts, and loan terms,

(8) A commission may alsoimposeon loan applicantsaone-timeapplication feefor
the purpose of defraying the costs of administering the program.

9. Theguaranteefund shall be maintained, invested, and expended exclusively by
the governing commission of the program for whose purposes it was created. Under no
circumstances shall the guarantee fund be used by any person or persons, gover nmental
body, or public or private agency or concern other than the gover ning commission of the
program for whose purposesit wascreated. Under no circumstances shall the guarantee
fund be commingled with other funds or investments.

10. No commissioner or family member of a commissioner, or employeeor family
member of an employee, may receive any financial benefit, either directly or indirectly,
from the guarantee fund. Nothing in this subsection shall be construed to prohibit
payment of expensesto a commissioner in accordancewith section 67.1603 or payment of
salaries or expenses to an employee in accordance with this section. As used in this
subsection, " family member" means a spouse, child, stepchild, parent, brother, or sister
of a commissioner or a child, stepchild, parent, brother, or sister of a commissioner's
spouse.
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11. An independent audit of the guarantee fund and the management of the
program shall be conducted annually and made availableto the public through any office
of the governing commission or a public facility such as a local public library located
within theterritory of the program.

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

(1) "Advertisement", the attempt by publication, dissemination or circulation to induce,
directly or indirectly, any person to [apply for aloan to be] enter into a residential mortgage
loan agreement or residential mortgage loan broker age agreement relativeto a mortgage
secured by residential real estate;

(2) "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 beneficially, or otherwise, control, directly or indirectly, by trust or
otherwise, the licensee or any company that controls the licensee; or

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

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

(3) "Annua audit", acertified audit of the licensee's books and records and systems of
internal control performed by acertified public accountant in accordancewith generally accepted
accounting principles and generally accepted auditing standards;

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

(5) "Borrower", the person or persons who use the services of aloan broker, originator
or lender;

(6) " Confidential supervisory information”, any report of examination, visitation,
or investigation prepared by thedirector under sections443.800 to 443.893, any report of
examination, visitation, or investigation prepared by the state regulatory authority of
another statethat examines a licensee, any document or record prepared or obtained in
connection with or relatingtoany examination, visitation, or investigation, and any record
prepared or obtained by thedirector tothe extent that therecord summarizesor contains
information derived from any report, document, or record described in this subsection.
" Confidential supervisory information” does not include any information or record
routinely prepared by alicensee and maintained in theordinary cour se of businessor any
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information or record that isrequired to bemade publicly availableunder stateor federal
law or rule;

(7) "Delinquency rate factor", the factor set by rule of the director that is
multiplied by the aver age gr ossdelinquency rateof licensees, determined annually for the
immediately preceding calendar year, for thepur poseof deter mining which licenseesshall
be examined by the director under sections 443.800 to 443.893;

(8) "Director", the director of the division of finance;

[(7)] (9) "Escrow agent”, athird party, individual or entity, charged with the fiduciary
obligationfor holding escrow funds on aresidential mortgage loan pending final payout of those
funds in accordance with the terms of the residential mortgage loan;

[(8)] (10) "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 state or federal savingsand |oan association, savingsbank or credit union or any
consumer finance company licensed under sections367.100to0 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 a consumer compliance examination
of it isregularly conducted by the Federal Reserve;

(9) Any person engaged solely in the business of securing loans 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)] (23) 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;
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(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;

(I) 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;

(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)] (11) "Financia 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 principal place of businessin Missouri;

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

[(11)] (23) "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-service office must include
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)] (14) "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;

(15) " Grossdelinquency rate" , thequotient deter mined by dividing thesum of the
number of government-insured residential mortgage loans funded or purchased by a
licenseein thepreceding calendar year that aredelinquent and thenumber of conventional
residential mortgage loansfunded or purchased by thelicenseein the preceding calendar
year that are delinquent by the sum of the number of government-insured residential
mortgageloansfunded or purchased by thelicenseein thepreceding calendar year andthe
number of conventional residential mortgageloansfunded or purchased by thelicenseein
the preceding calendar year;
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[(13)] (16) "Lender", any person who either lends money for or invests money in
residential mortgage loans;

[(14)] (17) "Licensee" or "residential mortgage licensee", a person who is licensed to
engage in the activities regulated by sections 443.800 to 443.893;

[(15)] (18) "Loan broker" or "broker", a person exempted from licensing pursuant to
subdivision [(8)] (10) of this subsection, who performs the activities described in subdivisions
[(17)] (20) and [(32)] (36) of this subsection;

[(16)] (19) "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 loan; or

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

[(17)] (20) "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
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 to be paid by either the
borrower or the lender including, but not limited to, contracting for the delivery of
residential mortgage loansto a third party lender and soliciting, processing, placing, or
negotiating residential mortgage loans;

(21) "Loan originator", any natural person who, for compensation or in the
expectation of compensation, either directly or indirectly makes, offersto make, solicits,
places, or negotiates a residential mortgage loan;

[(18)] (22) "Making aresidential 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;

[(19)] (23) "Mortgage banker", a mortgage |oan 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 asuccessor of any of the foregoing agencies or entities, asan approved
lender, loan correspondent, seller, or servicer;

[(20)] (24) "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
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leases from, corporations or partnerships formed for the purpose of cooperative ownership of
residential real property;

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

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

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

[(24)] (28) "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)] (29) "Person", any individual, firm, partnership, corporation, company or
association and the legal successors thereof;

[(26)] (30) "Persona residence address’, a street address, but shall not include a post
office box number;

[(27)] (31) "Purchasing", the purchase of conventional or government-insured mortgage
loans secured by residential real estate from either the lender or from the secondary market;

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

[(29)] (33) "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)] (34) "Residential mortgage loan commitment", a written conditional agreement
to finance aresidential mortgage loan;

[(31)] (35) "Residential real property" or "residential real estate", rea property located
in this state improved by a one-family to four-family dwelling used or occupied, wholly or
partly, as the home or residence of one or more persons and may refer, subject to
regulations of the director, to unimproved real property upon which those kinds of
dwellings areto be constructed;

[(32)] (36) "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 enable the borrower to keep the loan
current and in good standing;

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

[(34)] (38) "Ultimate equitable owner", a person who, directly or indirectly, owns or
controlsan ownership interest in acorporation, foreign corporation, alien business organization,
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.

443.809. 1. Thedirector shall havethe authority, at any time and as often as reasonably
necessary, to investigate or examine the books and records of any licensed person to assure
compliancewith sections443.800t0443.893. Thedirector shall havetheright to examineunder
oath al persons whose testimony may be required relative to the business of any person being
examined or investigated under sections 443.800 to 443.893. The director shall have free and
immediate accessto any licensed person's places of businessand to all booksand recordsrelated
to the licensed business.

2. Thedirector may issueordersagainst any person if thedirector hasreasonable
causeto believethat an unsafe, unsound, or unlawful practice has occurred, isoccurring,
or isabout to occur, if any person hasviolated, isviolating, or isabout to violate any law,
rule, or written agreement with the director, or for the purposes of administering the
provisionsof sections443.800t0 443.893 and any ruleadopted in accor dancewith sections
443.800 to 443.893.

443.816. There is hereby created in the division of finance a "Residential Mortgage
Board" which shall have such powers and duties as are now or hereafter conferred upon it by
law. The board shall consist of five members who shall be appointed by the governor. The
members of the board shall be residents of this state, and one of the members shall be amember
of the Missouri Bar in good standing. Three members of the board shall be experienced in
mortgage brokering and the remaining members of the board shall have no financial interest in
any mortgage brokering business. Not more than three members of the board shall be members
of the same political party. The term of office of each member shall be three years, except for
thosefirst appointed. Two shall be appointed for terms of two years and one shall be appointed
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for aterm of one year. Members shall serve until their successors are duly appointed and have
qualified. Each member shall serve for the remainder of the term for which the member was
appointed. The board shall select one of the members as chairman and one of the members as
secretary. Vacancies on the board shall be filled for the unexpired term in the same manner as
inthe case of an original appointment. The membersof the board shall receive as compensation
the sum of one hundred dollars per day while discharging their duties, and they shall be
reimbursed for their actual and necessary expensesincurred in the performance of their duties.
A majority of the members of the board shall constitute aquorum and the decision of amajority
of aquorum shall be the decision of the board. The board shall meet upon call of the chairman,
or of the director, or of any two members of the board, and may meet at any place in this state.
The board shall:

(1) Approve or disapprove each regulation proposed by the director pertaining to
mortgage brokering; [and]

(2) Hear and determine any appeal from a denial or revocation of a mortgage broker
license or decision of the director pertaining to mortgage brokering;

(3) Submit recommendationstothedirector for efficient administration of sections
443.800 to 443.893; and

(4) Perform other dutiesasare prescribed by thedirector.

443.821. 1. 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] ten years;

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

(4) Except for abroker applyingtorenew alicense, thefiling of an audited balance
sheet including all footnotes prepar ed by a certified public accountant in accordancewith
gener ally accepted accounting principlesand gener ally accepted auditing principleswhich
evidences that the applicant meets the net worth requirements of section 443.859;

(5) Thefiling of proof satisfactory to thedirector that the applicant, the members
thereof if theapplicant isa partnership or association, the membersor manager sther eof
that retain any authority or responsibility under the operating agreement if the applicant
isalimited liability company, or the officer sthereof if the applicant isa corporation have
three years experience preceding application in real estate finance. In lieu of this
requirement, the applicant and the applicant's officers or members, as applicable, may
satisfactorily complete a program of education in real estate finance and fair lending, as
approved by the director, prior to receiving the initial license. The director shall



H.B. 714 12

19
20
21
22
23
24
25
26
27
28

29
30
31
32
33
34

© 00N O~ WN

N R R R R R R R R R R
©O © O ~NOO U NMNWNERERO

promulgate rules regarding proof of experience requirements and educational
requirements and the satisfactory completion of those requirements. The director may
establish by rulealist of duly licensed professionals and otherswho may be exempt from
thisrequirement; and

(6) Aninvestigation of the avermentsrequired by section 443.827, which investigation
must alow the director to issue positive findings stating that the financial responsibility,
experience, character and general 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.

2. Thedirector may impose conditionson alicenseif thedirector determinesthat
theconditionsarenecessary or appropriate. Theseconditionsshall beimposed in writing
and shall continuein effect for the period prescribed by the director.

443.825. 1. Application for alicense shall be made as provided in sections 443.833 and
443.835. The application shall be in writing, made under oath, and on aform provided by the
director.

2. Theapplication shall contain the name and compl ete business and residential address
or addresses of the applicant. If the applicant isa partnership, association, corporation or other
form of business organi zation, theapplication shall containthe namesand completebusinessand
residential addresses of each member, director and principal officer of such entity. Such
application shall also include a description of the activities of the applicant, in such detail and
for such periods as the director may require, including all of the following:

(1) Anaffirmation of financia solvency noting such capitalization requirements as may
be required by the director, and access to such credit as may be required by the director;

(2) Anaffirmation that the applicant or the applicant's members, directors or principals,
as may be appropriate, are at least eighteen years of age;

(3) Information as to the character, fitness, financial and business responsibility,
background, experience and criminal records of any:

(a) Person, entity or ultimate equitableowner that ownsor controls, directly or indirectly,
ten percent or more of any class of stock of the applicant;

(b) Person, entity or ultimate equitable owner that is not a depository institution that
lends, provides or infuses, directly or indirectly, in any way, fundsto or into an applicant, in an
amount equal to, or more than, ten percent of the applicant's net worth;
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(c) Person, entity or ultimate equitable owner that controls, directly or indirectly, the
€l ection of twenty-five percent or more of the members of the board of directorsof the applicant;
and

(d) Person, entity or ultimate equitable owner that the director finds influences
management of the applicant.

3. Upon written request by the licensee and notwithstanding the provisions of
subsection 2 of thissection, thedirector may permit thelicenseeto omit all or part of the
information required by such subsectionsif, in lieu of theomitted infor mation, thelicensee
submits an affidavit stating that the information submitted on the licensee's previous
renewal application is still true and accurate. The director may promulgate rules
prescribing the form and content of the affidavit that are necessary to accomplish the
purposes of this section.

443.827. 1. Each application or renewal shall be accompanied by an averment that the
applicant:

(1) Will maintain at |east one full-service office within the state of Missouri as provided
in section 443.857;

(2) Will maintain staff reasonably adequate to meet the requirements of section 443.857,

(3) Will keep and maintain for thirty-six monthsthe same written records as required by
the federal Equal Credit Opportunity Act, 15 U.S.C. 1691, et seq., and any other information
required by rules of the director;

(4) Will timely file any report required pursuant to sections 443.800 to 443.893;

(5) Will not engage, whether as principal or agent, in the practice of rejecting residential
mortgage applications or varying terms or application procedures without reasonabl e cause, on
real estate within any specific geographic areafrom the terms or procedures generally provided
by the licensee within other geographic areas of the state;

(6) Will not engage in fraudulent home mortgage underwriting practices,

(7) Will not make payments, whether directly or indirectly, of any kind to any in-house
or fee appraiser of any government or private money lending agency with which an application
for ahome mortgage has been filed for the purpose of influencing the independent judgment of
the appraiser with respect to the value of any real estate which is to be covered by such home
mortgage;

(8) Hasfiled tax returns, both state and federal, for the past three years or filed with the
director a personal, an accountant's or attorney's statement as to why no return was filed;

(9) Will not engage in any activities prohibited by section 443.863;
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(20) Will not knowingly make any false promises likely to influence or persuade,
or pursue a course of misrepresentation and false promises through agents, solicitors,
advertising or otherwise;

(11) Will not knowingly misrepresent, circumvent or conceal any material particulars
regarding a transaction to which the applicant is a party;

[(12)] (22) Will disburse funds in accordance with the applicant's agreements through
alicensed and bonded disbursing agent or licensed real estate broker;

[(12)] (13) Hasnot committed any crime against the laws of this state, or any other state
or of the United States, involving moral turpitude, fraudulent or dishonest dealings and that no
final judgment has been entered against the applicant in a civil action upon grounds of fraud,
misrepresentation or deceit which has not been previously reported to the director;

[(13)] (14) Will account for and deliver to any person any personal property, including,
but not limited to, money, funds, deposits, checks, drafts, mortgages or any other thing of value,
which hascomeinto the applicant's possession and which isnot the applicant's property or which
the applicant isnot in law or equity entitled to retain under the circumstances, at thetimewhich
has been agreed upon or is required by law, or, in the absence of afixed time, upon demand of
the person entitled to such accounting and delivery;

[(14)] (15) Hasnot engaged in any conduct which would be causefor denial of alicensg;

[(15)] (16) Has not become insolvent;

[(16)] (17) Has not submitted an application which contains a material misstatement;

[(17)] (18) Hasnot demonstrated negligence or incompetencein the performance of any
activity required to hold alicense under sections 443.800 to 443.893;

[(18)] (19) Will advise the director in writing of any changes to the information
submitted on the most recent application for license within forty-five days of such change. The
written notice must be signed in the sameform asthe application for the license being amended;

[(19)] (20) Will comply with the provisions of sections443.800 to 443.893, or with any
lawful order or rule made thereunder;

[(20)] (21) When probable cause exists, will submit to periodic examinations by the
director as required by sections 443.800 to 443.893; [and]

[(21)] (22) Will advise the director in writing of any judgments entered against, and
bankruptcy petitionsby, thelicense applicant within five days of the occurrence of the judgment
or petition;

(23) Will advise the director in writing within thirty days when the license
applicant requests a licensee under sections 443.800 to 443.893 to repurchase aloan, and
the circumstances therefor; and
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(24) Will advise the director in writing within thirty days when the license
applicant is requested by another entity to repurchase a loan, and the circumstances
therefor.

2. A licensee who fails to fulfill obligations of an averment, to comply with
aver mentsmade, or otherwiseviolatesany of the aver mentsmade under thissection shall
be subject to the penaltiesin section 443.881.

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.

2. Thedirector shall send notice at least ninety days before the licensee's renewal 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) A feeof [five] seven hundred fifty dollars shall be assessed the licensee thirty days
after the proper renewal date, and onethousand fivehundr ed dollarseach month thereafter, until
the license is either renewed or expires pursuant to subsections 3 and 4 of this section;

(2) Suchfeeshall be assessed without prior notice to the licensee, but shall be assessed
only in caseswherethedirector possesses documentation of thelicensee's continuing activity for
which the unrenewed license was issued.

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 a license becomes inactive. The director may require the licensee to
provideaplan for the disposition of any residential mortgage loans not closed or funded
when the license becomes inactive. The director may allow a licensee with an inactive
license to conduct activitiesregulated by sections 443.800 to 443.893 for the sole purpose
of assisting borrowersin theclosing or funding of loansfor which theloan application was
taken from a borrower whilethelicense wasactive. Aninactive 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.

443.837. 1. Thedirector may waive the licensing fee upon receipt of:

(1) Anapplication for aresidential mortgage license in Missouri;

(2) An addendum requesting waiver of the fee stating the grounds in support of such
waiver, including, but not limited to, not-for-profit status, or the showing of undue hardship; and
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(3) Inthecaseof out-of-state servicer of loansin Missouri, thefollowing documentation
shall be required;

(&) A verification that the firm services only [twenty-five] one hundred or fewer loans
secured by residential real estate situated in Missouri[; except that, any out-of-state servicer
located in the metropolitan area of the city of St. Louisand any city with at |east three hundred
fifty thousand inhabitants which is located in more than one county may service more than
twenty-five loans provided that such servicer meets all the requirements for licensing provided
for businesses located in Missouri, except the provision for a full-service office located in
Missouri];

(b) An agreement not to originate, purchase or acquire additional servicing of loans
secured by residential real estate situated in Missouri;

(c) Anagreement to maintain a dedicated toll-free telephone number for the exclusive
use by the licensee's Missouri customers,

(d) Anagreement to provideawritten notice, at least annually, to thelicensee's Missouri
customers advising them of the dedi cated toll-free telephone number and to furnish the director
with a copy of such written notice.

2. Inorder for alicensee to be granted awaiver pursuant to subsection 1 of this section,
arequest for awaiver of thefiling fee shall be submitted each year along with any other required
license renewal procedures.

443.849. [A corporate surety bond in the principal sum of twenty thousand dollars shall
accompany each applicationfor alicense. Thebond shall bein aform satisfactory to the director
and shall be issued by a bonding company or insurance company authorized to do businessin
thisstate, to securethefaithful performance of the obligations of the applicant and the agentsand
subagents of the applicant in connection with the activities of originating, servicing or acquiring
mortgageloans. Anapplicant or licensee may, inlieu of filing the bond required pursuant to this
section, providethedirector with atwenty thousand dollar irrevocableletter of credit, asdefined
insection400.5-103, RSMo, issued by any financial ingtitution.] 1. Every licensee, with r espect
to any person appointed or elected to any position requiring the receipt of payment,
management, or use of money belonging to aresidential mortgage licensee engaged in the
activities of originating, servicing, or purchasing mortgage loans or whose duties per mit
him or her to have accessto or custody of any of itsmoney or securitiesor custody of any
money or securitiesbelongingtothird partiesor whosedutiespermit himor her regularly
tomakeentriesin thebooksor other recordsof alicensee, shall, beforeassuminghisor her
duties, maintain a fidelity bond in the amount of one hundred thousand dollars by some
fidelity insurance company licensed to do businessin this state.
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2. Each bond shall be for any loss the licensee may sustain in money or other
property through the commission of any dishonest or criminal act or omission by any
person required to be bonded, whether committed alone or in concert with another. The
bond shall be in the form and amount approved by the director who may at any time
requireoneor moreadditional bonds. A truecopy of every bond, including all ridersand
endor sements executed subsequent to the effective date of the bond, shall befiled at all
times with the director. Each bond shall provide that a cancellation thereof shall not
become effective unless and until thirty days noticein writing first shall have been given
tothedirector unlessheor sheshall haveapproved thecancellation earlier. If thedirector
believesthelicensee' sbusinessis being conducted in an unsafe manner dueto thelack of
bondsor theinadequacy of bonds, he or she may proceed against thelicensee asprovided
for in section 443.881.

3. All licensees shall maintain a bond in accordance with this subsection. Each
bond shall befor therecovery of expenses, fines, or feesdueto or levied by thedirector in
accor dance with sections443.800t0 443.893. Thebond shall be payablewhen thelicensee
failsto comply with any provisions of sections443.800 to 443.893 and shall bein theform
of asurety or licensurebond in theamount and form as prescribed by thedirector under
rules and regulations. The bond shall be payable to the director and shall be issued by
some insurance company authorized to do business in this state. A copy of the bond,
including any and all riders and endor sements executed subsequent to the effective date
of the bond, shall be placed on file with the director within ten days of the execution
ther eof.

4. Thedirector may promulgate rules with respect to bonding requirements for
residential mortgage licensees that are reasonable and necessary to accomplish the
pur poses of sections 443.800 to 443.893.

443.851. 1. At the end of the licensee's fiscal year, but in no case more than twelve
months after the last audit conducted pursuant to this section and section 443.853, each licensee
shall cause the licensee's books and accounts to be audited by a certified public accountant not
connected with such licensee. The books and records of all licensees shall be maintained on an
accrual basis. The audit shall be sufficiently comprehensive in scope to permit the expression
of an opinion onthefinancial statementsinthe report and must be performed in accordancewith
generally accepted accounting principles and generally accepted auditing standards.
Notwithstanding the requirements of this subsection, a licensee that is a first-tier
subsidiary may submit audited consolidated financial statements of its parent aslong as
theconsolidated statementsaresupported by consolidating statements. Thelicensee schief
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financial officer shall attest to the licensee's financial statements disclosed in the
consolidating statements.

2. Asused inthissection and section 443.853, theterm "expression of opinion™ includes
either:

(2) Anunqualified opinion;

(2) A qualified opinion;

(3) A disclaimer of opinion; or

(4) An adverse opinion.

3. If aqualified or adverse opinion is expressed or if an opinion is disclaimed, the
reasonstherefor shall befully explained. Anopinion, qualified asto ascopelimitation, shall not
be acceptable.

4. The audit report shall be filed with the director within [one hundred twenty] ninety
days of the audit date. Thereport filed with the director shall be certified by the certified public
accountant conducting theaudit. Thedirector may promulgate rulesregarding late audit reports.

[5. Asan aternative to the audit requirements of subsections 1 to 4 of this section, a
licensee may meet the requirements of this section without filing an audit report by posting and
maintaining a corporate surety bond, in addition to that described in section 443.849, in the
amount of one hundred thousand dollars. Thebond shall beinform specified by and satisfactory
to thedirector and payableto the director and shall beissued by abonding company or insurance
company authorized to do business in this state, to secure the faithful performance of the
obligations of the licensee, its agents and subagents in connection with the activities of
originating, servicing or acquiring mortgageloans. A licenseemay, inlieu of thisbond, provide
the director with aone hundred thousand dollar irrevocable | etter of credit, as defined in section
400.5-103, RSMo, issued by any financial institution.]

443.853. 1. If any licensee required to make an audit failsto cause an audit to be made,
the director shall cause the audit to be made by a certified public accountant at the licensee's
expense. Thedirector shall select such certified public accountant by advertising for bids or by
such other fair and impartial means as the director establishes by regulation.

2. Inlieu of an audit required by this section and section 443.851, the director may
accept any audit made in conformance with the audit requirements of the United States
Department of Housing and Urban Devel opment.

3. With respect tolicenseeswho solely broker residential mortgageloans, in lieu of
theaudit required by thissection, thedir ector may accept compilation financial statements
prepared at least every twelve months, and the compilation financial statement shall be
prepared by an independent certified public accountant licensed in Missouri or by an
equivalent state licensing law with full disclosure in accordance with generally accepted
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accounting principals and shall be submitted within ninety days after the end of the
licensee'sfiscal year. If alicenseeunder thissection failsto filea compilation asrequired,
the director shall cause an audit of the licensee's books and accounts to be made by a
certified public accountant at thelicensee' sexpense. Thedirector shall select thecertified
public accountant by advertising for bidsor by such other fair and impartial meansashe
or she establishesby rule. A licensee who files false or misleading compilation financial
statements shall be fined not less than five thousand dollars.

4. The workpapers of the certified public accountants employed by each licensee for
purposes of conducting audits required by this section and section 443.851 are to be made
available to the director or the director's designee upon request and may be reproduced by the
director or the director's designee to enable the director to carry out the purposes of sections
443.800 to 443.893.

5. Notwithstanding any other provision of this section, if a licensee relying on
subsection 3 of this section causesits booksto be audited at any other time or causesits
financial statementsto bereviewed, a complete copy of theaudited or reviewed financial
statements shall be delivered to the director at the time of the annual license renewal
payment following receipt by thelicensee of the audited or reviewed financial statements.
All workpapers shall be made available to the director upon request. The financial
statements and wor kpapers may bereproduced by thedirector or thedirector'sdesignee
to carry out the purposes of sections 443.800 to 443.893.

443.855. In addition to such other rules the director may promulgate to effectuate
sections 443.800 to 443.893, the director shall prescribe rules governing the advertising of
mortgage loans, including, without limitation, the following requirements:

(1) Advertising for loanstransacted pursuant to the requirements of sections 443.800 to
443.893 may not be false, misleading or deceptive. No person whose activities are regulated
pursuant to the provisions of sections 443.800 to 443.893 may advertise in any manner so asto
indicate or imply that the person's interest rates or charges for loans are in any way
recommended, approved, set or established by the state or by the provisions of sections443.800
to 443.893. The director may issue a cease and desist order for any violation of this
subdivision;

(2) All advertisementsby alicensee shall containthe name and an office address of such
entity, which shall conform to a name and address on record with the director;

(3) Nolicenseeshall advertiseitsservicesin Missouri in any media, whether print
or electronic, without thewords " Missouri Residential Mortgage Licensee" .

443.857. 1. Each licensee shall maintain, in the state of Missouri, at least one
full-service office with staff reasonably adequate to efficiently handle all mattersrelating to any
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proposed or existing home mortgage with respect to which such licenseeis performing services,
regardless of kind, for any borrower or lender, note owner or holder, or for himself or
her self whileengaged in theresidential mortgage business. Thelocation and operation of
afull-service office shall bein compliance with any applicable zoning laws or ordinances
and home office or businessregulations.

2. Inlieu of maintaining afull-serviceofficein thisstate, alicenseewhose principal
place of businessislocated outside this state shall submit a certified audit asrequired in
sections 443.851 and 443.853 evidencing a minimum net worth of one hundred thousand
dollars, which shall be maintained at all times, and shall submit and maintain a fidelity
bond in the amount of one hundred thousand dollars.

443.858. 1. A mortgage broker shall be considered to have created an agency
relationship with the borrower in all cases and shall comply with the following duties:

(1) A mortgage broker shall act in the borrower's best interest and in good faith
toward theborrower. A mortgagebroker shall not accept, give, or char geany undisclosed
compensation or realize any undisclosed remuneration, either through direct or indirect
means, that inuresto the benefit of the mortgage broker on an expenditure made for the
borrower;

(2) Mortgage brokersshall carry out all lawful instructions given by borrowers;

(3) Mortgage brokers shall disclose to borrowers all material facts of which the
mortgage broker has knowledge which might reasonably affect the borrower's rights,
interests, or ability to receive the borrower's intended benefit from the residential
mortgage loan, but not facts which are reasonably susceptible to the knowledge of the
borrower;

(4) Mortgage brokersshall usereasonable carein performing duties;, and

(5) Mortgagebrokersshall account toaborrower for all theborrower'smoney and
property received as agent.

2. Nothing in this section prohibits a mortgage broker from contracting for or
collecting a fee for services rendered and which had been disclosed to the borrower in
advance of the provision of those services.

3. Nothing in this section requires a mortgage broker to obtain aloan containing
terms or conditions not available to the mortgage broker in the mortgage broker's usual
cour seof business, or toobtain aloan for theborrower from amortgagelender with whom
the mortgage broker does not have a businessrelationship.

443.859. Effective May 21, 1998, every licensee shall have and maintain a net worth of
not less than [twenty-five] one hundred thousand dollars. Net worth shall be evidenced by
a balance sheet prepared by a certified public accountant in accordance with generally
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accepted accounting principles and generally accepted auditing standards or by the
compilation financial statements authorized under subsection 3 of section 443.853. The
director may promulgate rules with respect to net worth definitions and requirements for
licensees as necessary to accomplish the purposes of sections443.800 to 443.893. Inlieu of the
net worth requirement established by this section, the director may accept evidence of
conformance by the licensee with the net worth requirements of the United States Department
of Housing and Urban Development.

443.860. 1. No licensee may make, provide, or arrangefor aresidential mortgage
loan without verifying the borrower'sreasonable ability to pay the principal and inter est
ontheloan, real estatetaxes, homeowner'sinsurance, assessments, and mortgageinsurance
premiums, if applicable. For residential mortgage loans in which the interest rate may
vary, the reasonable ability to pay the principal and interest on the loan shall be
determined based on afully indexed rate, which rate shall becalculated by usingtheindex
rate prevailing at thetime of origination of theloan plusthe margin that will apply when
calculating the adjustable rate under the terms of the loan, assuming a fully amortizing
repayment schedule based on the term of the loan. For loans that allow for negative
amortization, the principal amount of the loan shall be calculated by including the
maximum amount the principal balance may increase dueto negative amortization under
the termsof the loan.

2. For all residential mortgageloansmadeby alicensee, theborrower'sincomeand
financial resour cesshall beverified by tax returns, payroll receipts, bank records, or other
reasonably reliablemethods, based upon thecircumstancesof theproposed loan. Nothing
in this section shall be construed to limit a licensee's ability to rely on criteria other than
the borrower's income and financial resources to establish the borrower's reasonable
ability torepay aresidential mortgage loan; however, such other criteriashall beverified
through reasonably reliablemethodsand documentation. A statement by theborrower to
the licensee of the borrower's income and resources is not sufficient to establish the
existence of theincome or resour ceswhen verifying thereasonable ability to pay. Stated
income should be accepted only if there are mitigating factorsthat clearly minimize the
need for direct verification of ability to repay.

443.869. 1. Thefunctions, powersand dutiesof thedirector shall includethefollowing:

(1) Toissue or refuse to issue any license as provided in sections 443.800 to 443.893;

(2) Torevoke or suspend for cause any license issued pursuant to sections 443.800 to
443.893;

(3) To keep recordsof al licensesissued pursuant to sections 443.800 to 443.893;
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(4) To receive, consider, investigate and act upon complaints made by any person in
connection with any residential mortgage licensee in this state;

(5) Toconsider and act upon any recommendationsfrom theresidential mortgage board;

(6) To prescribe the forms of and receive:

(a) Applicationsfor licenses; and

(b) All reportsand all booksand recordsrequired to be made by any residential mortgage
licensee pursuant to the provisions of sections 443.800 to 443.893, including annual audited
financial statements and annual reports of mortgage activity;

(7) To adopt rules necessary and proper for the administration of sections 443.800 to
443.893;

(8) To subpoenadocuments and witnesses and compel their attendance and production,
to administer oaths and to require the production of any books, papersor other material relevant
to any inquiry authorized by sections 443.800 to 443.893;

(9) To require information with regard to any applicant as the director may deem
desirable, with due regard to the paramount interests of the public, about the experience,
background, honesty, truthful ness, integrity and competency of the applicant concerning financial
transactionsinvolving primary or subordinate mortgage financing and where the applicant isan
entity other than an individual, as to the honesty, truthfulness, integrity and competency of any
officer or director of the corporation, association or other entity or the members of apartnership;

(10) To examine the books and records of every licensee at intervals as provided by
sections 443.800 to 443.893 and the rules promul gated thereunder;

(11) To enforce the provisions of sections 443.800 to 443.893;

(12) Tolevy feesand chargesfor services performed in administering the provisions of
sections 443.800 to 443.893. The aggregate of all fees collected by the director shal be
deposited promptly after recei pt and accompanied by adetailed statement of such receiptsinthe
residential mortgage licensing fund;

(13) Toappoint astaff which may include an executivedirector, examiners, supervisors,
experts, special assistantsand any necessary support staff asneeded to effectively and efficiently
administer the provisions of sections 443.800 to 443.893; [and]

(14) To conduct hearings for [such purposes as the director deems appropriate] the
pur pose of:

(a) Appealsof ordersof thedirector;

(b) Suspensionsor revocations of licenses, or fining of licensees,

(c) Investigating:

a. Complaintsagainst licensees; or

b. Annual grossdelinquency rates; and
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(d) Carrying out the purposes of sections 443.800 to 443.893;

(15) Toissue orders against any person, if the director has reasonable cause to
believe that an unsafe, unsound, or unlawful practice has occurred, is occurring, or is
about to occur, if any person hasviolated, isviolating, or isabout to violateany law, rule,
or written agreement with thedirector, or for the purpose of administering theprovisions
of sections443.800t0 443.893 and any ruleadopted in accor dancewith sections443.800to
443.893;

(16) Toaddressany inquiriesto any licensee, or the officersthereof, in relation to
itsactivitiesand conditions, or any other matter connected with itsaffairs, and it shall be
the duty of any licensee or person so addressed, to promptly reply in writing to such
inquiries. Thedirector may alsorequirereportsfrom any licenseeat any timethedirector
may deem desirable;

(17) To exercise exclusive visitorial power over a licensee unless otherwise
authorized by sections 443.800 to 443.893 or as vested in the courts, or upon prior
consultation with the director, a foreign residential mortgage regulator with an
appropriate supervisory interest in the parent or affiliate of a licensee;

(18) Toenter intocooper ativeagreementswith stateregulatory authoritiesof other
states to provide for examination of corporate offices or branches of those states and to
accept reportsof such examinations;

(19) Toassign an examiner or examinersto monitor the affairsof alicensee with
whatever frequency the director determines appropriate and to charge the licensee for
reasonable and necessary expenses of the director, if in the opinion of the director an
emer gency existsor appearslikely to occur; and

(20) Toimpose civil penalties of up to fifty dollars per day against a licensee for
failing to respond to aregulatory request or reporting requirement.

2. Any rule or portion of arule, asthat term is defined in section 536.010, RSMo, that
iscreated under the authority delegated in this section shall become effective only if it complies
with and is subject to all of the provisions of chapter 536, RSMo, and, if applicable, section
536.028, RSMo. Thissection and chapter 536, RSMo, are nonseverableand if any of the powers
vested with the general assembly pursuant to chapter 536, RSMo, to review, to delay the
effective date or to disapprove and annul arule are subsequently held unconstitutional, then the
grant of rulemaking authority and any rule proposed or adopted after August 28, 2001, shall be
invalid and void.

443.870. 1. Thebusinessaffairsof alicenseeunder sections443.800t0443.893 shall
beexamined for compliancewith sections443.800t0443.893 asoften asthedirector deems
necessary and proper. Thedirector shall promulgateruleswith respect to the frequency
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and manner of examination. Thedirector shall appoint a suitable person to perform such
examination. The director and his or her appointees may examine the entire books,
recor ds, documents, and oper ationsof each licenseeand may examineany of thelicensee's
officers, directors, employees, and agents under oath.

2. The director shall prepare a sufficiently detailed report of each licensee's
examination, shall issue a copy of such report to each licensee's principals, officers, or
directors and shall take appropriate steps to ensure correction of violations of sections
443.800 to 443.893.

3. Affiliatesof alicenseeshall besubject toexamination by thedirector onthesame
termsasthelicensee, but only when reportsfrom, or examination of alicenseeprovidesfor
documented evidence of unlawful activity between a licensee and affiliate benefiting,
affecting, or deriving from the activities regulated by sections 443.800 to 443.893.

4. Theexpensesof any examination of the licensee and affiliates shall be borne by
the licensee and assessed by the director as established by regulation.

5. Upon completion of the examination, the director shall issue a report to the
licensee. All confidential supervisory information, including the examination report and
thework papersof thereport, shall belongtothedirector'sofficeand may not bedisclosed
to anyone other than the licensee, law enforcement officials, or other regulatory agencies
that have an appropriateregulatory interest as determined by the director, or to a party
presenting alawful subpoenatothedirector. Thedirector may immediately appeal tothe
court of jurisdiction the disclosure of such confidential supervisory information and seek
a stay of the subpoena pending the outcome of the appeal. Reportsrequired of licensees
by the director under sections 443.800 to 443.893 and results of examinations perfor med
by thedirector under sections443.800t0443.893 shall betheproperty of only thedirector,
but may beshared with thelicensee. Accessunder sections443.800t0443.893tothebooks
and records of each licensee shall be limited to the director and his or her agents as
provided in sections 443.800 to 443.893 and to the licensee and its authorized agents and
designees. No other person shall have accessto the booksand recordsof alicensee under
sections 443.800 to 443.893. Any person upon whom a demand for production of
confidential supervisory information is made, whether by subpoena, order, or other
judicial or administrative process, shall withhold production of the confidential
supervisory information and shall notify the director of the demand, at which time the
director is authorized to intervene for the purpose of enforcing the limitations of this
section or seeking the withdrawal or termination of the attempt to compel production of
the confidential supervisory information. The director may impose any conditions and
limitationson the disclosur e of confidential supervisory information that arenecessary to
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protect the confidentiality of such information. Except asauthorized by the director, no
person obtaining access to confidential supervisory information may make a copy of the
confidential supervisory information. The director may condition a decision to disclose
confidential supervisory information on entry of a protective order by the court or
administrative tribunal presiding in the particular case or on a written agreement of
confidentiality. In a case in which a protective order or agreement has already been
entered between parties other than the director, the director may nevertheless condition
approval for release of confidential supervisory information upon the inclusion of
additional or amended provisionsin the protective order. Thedirector may authorize a
party who obtained the records for use in one case to provide them to another party in
another case, subject to any conditions that the director may impose on either or both
parties. The requestor shall promptly notify other parties to a case of the release of
confidential supervisory information obtained and, upon entry of aprotectiveorder, shall
provide copies of confidential supervisory information to the other parties.

6. Thedirector, shall be subject totherestrictionson:

(1) Owning shares of stock or holding any other equity interest in an entity
regulated under sections 443.800 to 443.893 or in any cor poration or company that owns
or controlsan entity regulated under sections 443.800 to 443.893;

(2) Being an officer, director, employee, or agent of a person regulated under
sections 443.800 to 443.893; and

(3) Obtainingaloan or acceptingagratuity from aper son regulated under sections
443.800 to 443.893.

7. After theinitial examination for those licensees whose only mortgage activity is
servicing fewer than onethousand Missouri residential loans, the examination required in
subsection 1 of this section may be waived upon submission of aletter from thelicensee's
independent certified auditor that thelicensee serviced fewer than onethousand Missouri
residential loans during the year in which the audit was perfor med.

443.880. 1. (1) No licensee may make, provide, or arrange a mortgage loan with
aprepayment penalty unlessthelicensee offer stheborrower aloan without a prepayment
penalty, the offer isin writing, and the borrower initials the offer to indicate that the
borrower hasdeclined theoffer. In addition, thelicenseeshall disclosethediscount in rate
received in consideration for a mortgage loan with the prepayment penalty.

(2) If aborrower declinesan offer required under subdivision (1) of subsection 1
of thissection, the licensee may include a prepayment penalty that extendsno longer than
three years or the first change date or rate adjustment of a variable rate mortgage,
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whichever comes earlier, provided that, if a prepayment is made during the fixed rate
period, the licensee shall receive an amount that isno morethan:

(@) Three percent of the total loan amount if the prepayment is made within the
first twelve-month period following the date the loan was made;

(b) Two percent of the total loan amount if the prepayment is made within the
second twelve-month period following the date the loan was made; or

(c) Onepercent of thetotal loan amount if the prepayment ismadewithin thethird
twelve-month period following thedatetheloan wasmade, if thefixed rate period extends
threeyears.

(3) Notwithstanding any provision in this subsection, prepayment penalties are
prohibited in connection with thesale or destruction of adwelling secured by aresidential
mortgage loan.

(4) This subsection applies to loans made, refinanced, renewed, extended, or
modified on or after August 28, 2009.

2. (1) Nolicensee may fail to do either of thefollowing:

(a) Providetimely noticetotheborrower of any material changein thetermsof the
residential mortgageloan prior totheclosing of theloan. For purposesof thissubsection,
a" material change means' any of the following:

a. A changein thetype of loan being offered, such asafixed or variablerateloan
or aloan with a balloon payment;

b. A changeinthetermof theloan, asreflected in thenumber of monthly payments
due before a final payment is scheduled to be made;

c. Anincreasein theinterest rate of morethan one-seventh of one percent, or an
equivalent increase in the amount of discount points char ged;

d. Anincreasein theregular monthly payment of principal and interest of more
than five percent;

e. A changeregardingtherequirement or amount of escrow of taxesor insurance;

f. A changeregarding therequirement or payment, or both, of private mortgage
insurance;

(b) Timely inform theborrower if any feespayableby theborrower tothelicensee
increase by morethan ten percent or one hundred dollars, whichever isgreater.

(2) Thedisclosuresrequired by thissubsection shall bedeemed timely if thelicensee
providestheborrower with therevised information not later than threedaysafter learning
of the change or twenty-four hours before the residential mortgage loan is closed,
whichever isearlier. If thelicensee discloses a material change morethan thethree days
after learning of the change but still twenty-four hours before the residential mortgage
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loan isclosed, it shall not beliablefor penaltiesor forfeituresif thelicensee curesin time
for the borrower to avoid any damage.

(3) If anincreasein thetotal amount of the feeto be paid by the borrower tothe
broker isnot disclosed in accordance with this subsection, the broker shall refund to the
borrower the amount by which the fee was increased. If the fee is financed into the
residential mortgageloan, thebroker shall alsorefund totheborrower theinterest charged
to financethefee.

(4) Licensees limited to soliciting residential mortgage loan applications are not
required to provide the disclosures under this subsection aslong asthe solicitor does not
discussthetermsand conditions with the potential borrower.

3. When comparing different loans, the licensee shall not state or imply that
monthly loan payments, if they include amounts escrowed for payment of property taxes
and homeowner's insurance, are comparable with monthly loan payments that do not
include these amounts.

4. Licensees shall provide to the borrower a complete copy of any appraisal
obtained by thelender for usein underwriting theresidential mortgage loan within three
business days of receipt by thelicensee, but in no event lessthan twenty-four hoursprior
to the day of closing. The appraisal may be sent via first class mail, commercial carrier,
by facsimile or by e-mail, if the borrower has supplied an e-mail address.

5. If the subject of a futureloan is discussed by a licensee making, providing, or
arrangingamortgageloan, thelicenseeshall disclosethecir cumstancesunder which anew
loan could be considered. Such disclosure shall clearly state that it isnot a contract and
that thelicenseeisnot representing or promising that a new loan could or would be made
at any timein thefuture.

6. No licensee may make, provide, or arrangefor aresidential mortgage loan that
finances, directly or indirectly, any credit life, credit disability, or credit unemployment
insurance; however, insurance premiumscalculated and paid on amonthly basisshall not
be considered to befinanced by thelender.

7. A licensee shall not recommend or encourage default or the failure to make
timely payments on an existing residential mortgage loan or other debt prior to and in
connection with the closing or planned closing of a residential mortgage loan that
refinances all or any portion of the existing loan or debt.

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:
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(1) Through separate acts or an act or acourse 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 ahearing as provided in sections 443.800 to 443.893.

3. Thedirector, on good cause shown that an emergency exists, may suspend any license
for a period not to exceed [thirty] one hundred eighty days, pending an investigation. Upon
ashowingthat alicensee hasfailed to meet the experience or educational requirements of
section 443.821 or the requirements of subsection 3 of section 443.853, the director shall
suspend, prior tohearing asprovided in sections443.800t0 443.893, thelicense until those
requirements have been met.

4. The provisions of section 443.835 shall not affect aresidential mortgage licensee's
civil or crimina liability for acts committed before such licensee surrenders the license.

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 t0 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 whose license has been revoked
if nofact or condition existswhichwould havewarranted thedirector to refuse originally 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 in the county in
which theresidential mortgage licensee's businessislocated and post notice of theorder on an
agency Internet web site maintained by the director and shall serve a copy of such order
upon the licensee. Such order may be reviewed by the board.
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8. Whenthedirector finds any person in 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) Deniad of alicense; and

(6) I'mposition of afinenot to exceed twenty-fivethousand dollarsfor each count
of separate offense.

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;

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

(3) A material 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,

(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 theequivalent, 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;
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(10) Failuretoissueasatisfaction of mortgage when the mortgage hasbeen 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 activitiesregulated 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;

(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 thelicensee'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.

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. Suchlicensee shall be subject to suspension or revocation for employee actionsonly
if there is a pattern of repeated violations by an employee or employees or the licensee has
knowledge of the violation.

12. The proceduresfor 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 sections443.800 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 the license fee.

443.884. 1. The director shall obtain from the United States Department of
Housing and Urban Development on a semiannual basis the default claim rates for
endor sementsissued by such department.

2. Thedirector shall conduct an examination of each licenseehaving adefault rate
equal toor greater than fivepercent. Thissubsection shall not beconstrued asalimitation
of thedirector'sexamination authority under section 443.870 or asotherwiseprovided in
sections 443.800 to 443.893. Thedirector may require a licensee to provide loan default
data as the director deems necessary for the proper enforcement of sections 443.800 to
443.893.

3. The purpose of the examination under subsection 2 of this section shall be to
determine whether the default rate of the licensee has resulted from practices which
deviate from sound and accepted mortgage underwriting practices, including but not
limited to credit fraud, appraisal fraud, and property inspection fraud. For the purpose
of conductingthisexamination, thedirector may accept materialsprepared for theUnited
States Department of Housing and Urban Development. At the conclusion of the
examination, the director shall make hisor her findings availableto the board.

4. The director, at his or her discretion, may hold public hearings, or at the
direction of theboard, shall hold publichearings. Such testimony shall beby ahomeowner
or mortgagor or hisor her agent, whoseresidential interest isaffected by the activities of
theresidential mortgagelicenseesubject tosuch hearing. At such publichearing, awitness
may present testimony on his or her behalf concerning only his or her home, or home
mortgage or a withess may authorize a third party to appear on hisor her behalf. The
testimony shall berestricted to information and commentsrelated to a specific residence
or specific residential mortgage application or applicationsfor aresidential mortgage or
residential loan transaction. The testimony shall be preceded by either a letter of
complaint or a completed consumer complaint form prescribed by the director.

5. Thedirector shall, at the conclusion of the public hearings, release his or her
findings and shall also make public any action taken with respect to the licensee. The
director shall also give full consideration to the findings of this examination whenever
reapplication is made by the licensee for a new license under sections 443.800 to 443.893.

6. A licenseethat isexamined under subsection 2 of thissection shall submit tothe
director aplan which shall bedesigned toreducethat licensee' sdefault ratetoafigurethat
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islessthan fivepercent. Theplan shall beimplemented by thelicensee asapproved by the
director. A licensee that is examined under subsection 2 of this section shall report
monthly, for a one-year period, one-, two-, and three-month defaults.

7. Whenever thedirector findsthat alicensee' sdefault rate on insured mortgages
isunusually high within aparticular geographic area, heor sheshall requirethat licensee
to submit such information asisnecessary to deter mine whether that licensee's practices
have constituted credit fraud, appraisal fraud, or property inspection fraud.

8. Thedirector shall promulgate such rulesasarenecessary to deter minewhether
any licensee's default rateis unusually high within a particular area.

443.885. On or before March first of each year, each licensee, except those exempt
entities provided for in [subsection 8] subdivision (8) of subsection 1 of section 443.803, shall
fileareport with the director which shall disclose the following information with respect to the
immediately preceding calendar year:

(1) A list of home mortgages granted, issued, originated or closed during the report
period, with respect to which such licensee has had any connection. Thelist shall show for each
census tract, in regions where such census tracts have been established and by zip code in all
other regions, the number and aggregate dollar amount of applications for and the number
granted and aggregate dollar amount of :

(@ Conventional mortgage loans;

(b) Mortgageloansinsured under the National Housing Act, 12 U.S.C. 1701, et seq.; and

(c) Mortgage loans guaranteed under the provisions of the Federa Veterans Benefits
Act, 38 U.S.C. 3710 et seq;

(2) List by zip code in those areas having no census tract:

(a) Thetotal number of home mortgages on real estate situated in this state with respect
to which the licensee has had any connection and which are in default on the last day of the
reporting period; and

(b) Thetotal number of claimspaid during the reporting period on home mortgageswith
respect to which the licensee has had any connection, including the date of the first default
thereon and the date each such forecl osure proceeding was instituted;

(3) If the director finds that another report that the licensee is required to compile is
equivalent to the annual report of mortgage activity, then the director may accept such report as
fulfilling the reporting requirements of this section;

(4) The director may also require by rule that licensees report such additional
information asis necessary to assure strict compliance with the provisions of sections 443.800
to 443.893.
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443.886. In hearings conducted under sections 443.800 to 443.893, infor mation
presented into evidence that was acquired by the licensee when serving any individual in
connection with a residential mortgage, including all financial information of the
individual, shall be deemed strictly confidential and shall be made available only as part
of therecord of a hearing under sections 443.800 to 443.893 or :

(1) When therecordisrequired, initsentirety, for purposesof judicial review; or

(2) Upon theexpresswritten consent of theindividual served, or in the case of his
or her death or disability, the consent of hisor her personal representative.

443.888. Any person licensed under sections443.800t0443.893 or any other person
may report to the director any information to show that a person subject to sections
443.800 to 443.893 isor may bein violation of sections 443.800 to 443.893.

443.890. 1. Any person or entity affected by a decision of the director under any
provision of sections 443.800 to 443.893 may obtain review of such decision.

2. Thedirector shall, in accordancewith chapter 536, RSM o, promulgaterulesand
regulations to provide for review of his or her decisions affecting the rights of persons
under sections 443.800 to 443.893. Such review shall providefor, at a minimum:

(1) Appointment of ahearing officer other than aregular employeeof thedirector;

(2) Appropriate procedural rules, specific deadlinesfor filings, and standar ds of
evidence and of proof;

(3) Provision for apportioning costs among partiesto the appeal.

3. All final deter minations of appealsto decisionsof thedirector may bereviewed
in accor dancewith and under theprovisionsof chapter 536, RSMo. Appealsfrom all final
ordersand judgmentsentered by acourt in review of any final administrative decision of
thedirector or of any final agency review of a decision of the director may betaken asin
other civil cases.

443.891. 1. Upon making any one or more of the following preliminary findings, the
director may issue anotice of chargesin support of an order of removal and prohibition, which
order may remove and prohibit a named person or entity from participating in loan brokering,
mortgage brokering or mortgage brokerage service for any loan secured by real estate whether
inthe affairsof an exempt entity or inthe affairsof one or morelicenseesunder sections443.800
t0443.893, or inthe affairs of any financial institution under the jurisdiction of thedirector. An
order of removal or of prohibition may be permanent or for a specific term and may impose
additiona conditions including requiring restitution and imposition of a civil penaty not
exceeding five thousand dollars per occurrence. The findings required by this section may be
any one or more of the following:
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(1) A finding that the person or entity subject to the order has been convicted of acrime
involving material financial loss to a licensee, a federally insured depository institution, a
government-sponsored enterprise, a Federal Home Loan Bank, a Federal Reserve Bank or any
other person;

(2) A finding that the person or entity subject to the order has, in connection with the
application for or procurement of aloan secured by real estate, made any material misstatement,
misrepresentation, or omission. Asusedinthissection, "material” meansimportant information
about which the board should be informed and which may influence a licensing or lending
decision;

(3) A finding that the person subject to the order has pleaded guilty to, entered a plea of
nolo contendereto, or been found guilty of mortgagefraud asdefined in section 570.310, RSMo;

(4) A finding prepared by a hearing officer under a hearing held under sections
443.800t0443.893 that theper son subject totheor der, whilean employeeof alicensee, has
knowingly submitted or caused to be submitted any document that contains willful and
material misstatement of factsand which isused in connection with any licensableactivity.

2. If ahearing is requested, the director or his or her designee shall conduct a hearing
under chapter 536, RSMo.

3. If therespondent defaults, consentsto an order of removal and prohibition, or if upon
the record the director finds the grounds specified supporting a removal and prohibition are
established, thedirector may issue such an order including conditionsfor restitution or for acivil
penalty not to exceed five thousand dollars per occurrenceto be effectivethirty daysafter service
and to remain in effect and enforceable except to the extent it is stayed, modified, terminated or
set aside by action of the director or areviewing court.

443.892. Beginning August 28, 2009, it isunlawful for any person to act or assume
to act asaloan originator without being registered with the director unlessthe person is
exempt under section 443.803. Thedirector shall promulgaterulesprescribingthecriteria
for the registration and regulation of loan originators, including but not limited to,
gualifications, fees, examination, education, supervision, and enforcement.

443.915. A licenseeshall actin good faithin all relationswith aborrower, including
but not limited to, transferring, dealing in, offering, or making a rever se mortgage loan.
No licensee shall employ fraudulent or deceptive acts or practices in the making of a
rever se mortgage loan, including deceptive marketing and sales efforts.

v



