March 15, 2019

ENGROSSED
HOUSE BILL No. 1440

DIGEST OF HB 1440 (Updated March 13, 2019 2:58 pm - DI 133)

Citations Affected: IC 23-2; IC 23-2.5; IC 23-19; IC 24-4.4;
IC 24-4.5;1C 27-7; IC 35-41; 1C 35-52.

Synopsis: Loan brokers. Reorganizes current provisions regulating
loan brokers and moves the reorganized provisions to a new article,
including: (1) the loan broker regulation account; (2) licensure and
notice requirements; (3) education and examination requirements for
licensure; (4) requirements for loan broker offices, personnel, and
conduct of business; and (5) violations and enforcement. Makes
]cj:onlforming amendments. Repeals the current law regulating loan
rokers.

Effective: July 1, 2019.

Heaton, Hamilton, Schaibley, Heine

(SENATE SPONSOR — BASSLER)

January 15, 2019, read first time and referred to Committee on Financial Institutions.

January 29, 2019, reported — Do Pass.

January 31, 2019, read second time, ordered engrossed. Engrossed.

February 4, 2019, read third time, passed. Yeas 92, nays 0.

SENATE ACTION

February 27, 2019, read first time and referred to Committee on Insurance and Financial
Institutions.

March 14, 2019, reported favorably — Do Pass.
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March 15,2019

First Regular Session of the 121st General Assembly (2019)

PRINTING CODE. Amendments: Whenever an existing statute (or a section of the Indiana
Constitution) is being amended, the text of the existing provision will appear in this style type,
additions will appear in this style type, and deletions will appear in this stylte type:

Additions: Whenever a new statutory provision is being enacted (or a new constitutional
provision adopted), the text of the new provision will appear in this style type. Also, the
word NEW will appear in that style type in the introductory clause of each SECTION that adds
a new provision to the Indiana Code or the Indiana Constitution.

Conlflict reconciliation: Text in a statute in this style type or this styfe #pe reconciles conflicts
between statutes enacted by the 2018 Regular and Special Session of the General Assembly.

ENGROSSED
HOUSE BILL No. 1440

A BILL FOR AN ACT to amend the Indiana Code concerning
business and other associations and to make an appropriation.

Be it enacted by the General Assembly of the State of Indiana:

SECTION 1. IC 23-2-5 IS REPEALED [EFFECTIVE JULY 1,
2019]. (Loan Brokers).

SECTION 2. 1C 23-2.5 IS ADDED TO THE INDIANA CODE AS
ANEW ARTICLE TO READ AS FOLLOWS [EFFECTIVE JULY 1,
2019]:

ARTICLE 2.5. LOAN BROKERS

Chapter 1. Definitions

Sec. 1. The definitions in this chapter apply throughout this
article.

Sec. 2. "Appraisal company'' means a business entity that:

(1) performs real estate appraisals on a regular basis for
compensation through one (1) or more owners, officers,
employees, or agents; or

(2) holds itself out to the public as performing real estate
appraisals.

Sec. 3. "Bona fide third party fee'', with respect to a residential
mortgage loan, includes any of the following:
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(1) Fees for real estate appraisals. However, if the residential
mortgage loan is governed by Title XI of the Financial
Institutions Reform, Recovery, and Enforcement Act (12
U.S.C. 3331 through 3352), the fee for an appraisal performed
in connection with the loan is not a bona fide third party fee
unless the appraisal is performed by a person that is licensed
or certified under IC 25-34.1-3-8.

(2) Fees for title examination, abstract of title, title insurance,
property surveys, or similar purposes.

(3) Notary and credit report fees.

(4) Fees for the services provided by a loan broker in
procuring possible business for a creditor if the fees are paid
by the creditor.

Sec. 4. "Borrower's residential mortgage loan application
information" means the:

(1) address of proposed residential real property to be
mortgaged; and

(2) borrower's essential personal and financial information
necessary for an informed credit decision to be made
concerning the borrower's mortgage loan application.

Sec. 5. "Branch manager' means a mortgage loan originator or
principal manager who is:

(1) licensed under this article; and

(2) designated by a loan broker to supervise and oversee
mortgage loan origination activities conducted at a branch
office.

Sec. 6. "Branch office" means a loan broker office other than
the loan broker's principal place of business.

Sec. 7. "Branch office license' means a license issued by the
commissioner authorizing a loan broker to operate a branch office.

Sec. 8. ""Commissioner' refers to the securities commissioner
appointed under IC 23-19-6-1(a).

Sec. 9. "Depository institution' has the meaning set forth in the
Federal Deposit Insurance Act (12 U.S.C. 1813(c)) and includes a
credit union.

Sec. 10. "Encrypted", with respect to personal information,
means that the personal information:

(1) has been transformed through the use of an algorithmic
process into a form in which there is a low probability of
assigning meaning without use of a confidential process or
key; or

(2) is secured by another method that renders the personal
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information unreadable or unusable.

Sec. 11. "Immediate family", with respect to an individual,
refers to:

(1) the individual's spouse who resides in the individual's
household; and
(2) any dependent child of the individual.

Sec.12."Licensee' means a person thatis issued a license under
this article.

Sec. 13. "Loan" means an agreement to advance money or
property in return for the promise to make payments for the
money or property.

Sec. 14. (a) "Loan broker" means a person who, in return for
consideration from any source:

(1) procures;

(2) attempts to procure; or

(3) assists in procuring;
a residential mortgage loan from a third party, regardless of
whether the person seeking the loan obtains the loan.

(b) The term "loan broker" does not include:

(1) a supervised financial organization (as defined in
IC 26-1-4-102.5), including a bank, savings bank, trust
company, savings association, or credit union;
(2) another financial institution that is:
(A) regulated by an agency of the United States or a state;
and
(B) regularly actively engaged in the business of:
(i) making consumer loans that are not secured by real
estate; or
(ii) taking assignment of consumer sales contracts that
are not secured by real estate;
(3) an insurance company;
(4) a person arranging financing for the sale of the person's
product; or
(5) a creditor that is licensed under 1C 24-4.4-2-402.
Sec. 15. ""Loan broker employee" means an individual:
(1) who is an employee of a single loan broker who is licensed
under this article;
(2) for whom the loan broker, in addition to providing a wage
or salary:
(A) pays Social Security and unemployment taxes; and
(B) withholds local, state, and federal income taxes;
(3) who acts at the direction of, and subject to the supervision
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of, the loan broker or a principal manager employed by the
loan broker; and

(4) who performs loan processing activities on behalf of the
loan broker.

Sec. 16. ""Loan broker license" means a license issued by the
commissioner authorizing a person to engage in the activities of a
loan broker.

Sec. 17. "Loan broker office" means a fixed physical location:
(1) at which a person holds itself out as engaging in the
activities of a loan broker;

(2) the address of which appears on business cards, on
stationery, or in advertising in connection with the activities
of a loan broker;

(3) at which the person's name, advertising, promotional
materials, or signage suggests that residential mortgage loans
are originated, negotiated, funded, or serviced; or

(4) where the person otherwise engages in conduct that
suggests to the public that the activities of a loan broker may
occur at the location.

Sec. 18. (a) "Loan processing activities" means clerical or
support duties performed on behalf of a loan broker with respect
toresidential mortgage loan origination activities performed by the
loan broker.

(b) The term "loan processing activities' includes the following:
(1) The receipt, collection, distribution, and analysis of
information commonly used in the processing of a residential
mortgage loan.

(2) Communicating with a borrower or potential borrower to
obtain the information necessary for the processing of a
residential mortgage loan, to the extent that the
communication does not include:

(A) offering or negotiating loan rates or terms; or

(B) counseling borrowers or potential borrowers about

residential mortgage loan rates or terms.

Sec. 19. "Loan processing company' means a person that:

(1) performs loan processing activities for compensation; and
(2) holds itself out to the public as engaging in loan processing
activities.

Sec. 20. "Loan processor' means an individual who performs
loan processing activities for compensation on behalf of a loan
processing company and is not a loan broker employee.

Sec. 21. "Mortgage loan origination activities" means
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performance of any of the following activities for compensation or
gain in connection with a residential mortgage loan:
(1) Receiving or recording a borrower's or potential
borrower's residential mortgage loan application information
in any form for use in a credit decision by a creditor.
(2) Offering to negotiate or negotiating terms of a residential
mortgage loan.

Sec. 22. (a) "Mortgage loan originator' means an individual
engaged in mortgage loan origination activities.

(b) The term "mortgage loan originator" does not include a
person who:

(1) performs purely administrative or clerical tasks on behalf
of a mortgage loan originator or acts as a loan processor;
(2) performs only real estate brokerage activities and is
licensed in accordance with IC 25-34.1 or the applicable laws
of another state, unless the person is compensated by a
creditor, a loan broker, a mortgage loan originator, or an
agent of a creditor, a loan broker, or a mortgage loan
originator; or

(3) is involved only in extensions of credit relating to time
share plans (as defined in 11 U.S.C. 101(53D)).

Sec. 23. ""Mortgage loan originator license" means a license
issued by the commissioner authorizing an individual to act as a
mortgage loan originator on behalf of a loan broker.

Sec. 24. "Nationwide Multistate Licensing System'' refers to a
multistate licensing system owned and operated by the State
Regulatory Registry, LL.C, or by a successor or an affiliated entity,
for the licensing and registration of:

(1) creditors;

(2) mortgage loan originators;

(3) other financial services entities; and

(4) employees and agents of the persons described in

subdivisions (1) through (3).
The term includes "NMLS" and any other name or acronym that
may be assigned to the system by the State Regulatory Registry,
LLC, or by a successor or an affiliated entity of the State
Regulatory Registry, LLC.

Sec. 25. ""Person' means an individual, a partnership, a trust, a
corporation, a limited liability company, a limited liability
partnership, a sole proprietorship, a joint venture, a joint stock
company, or another group or entity, however organized.

Sec. 26. "Personal information" includes the following:
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(1) An individual's first and last names or first initial and last
name.
(2) Any of the following data elements:
(A) A Social Security number.
(B) A driver's license number.
(C) A state identification card number.
(D) A credit card number.
(E) A financial account number or debit card number in
combination with a security code, password, or access code
that would permit access to the person's account.
(3) With respect to an individual, any of the following:
(A) Address.
(B) Telephone number.
(C) Information concerning the individual's:
(i) income or other compensation;
(ii) credit history;
(iii) credit score;
(iv) assets;
(v) liabilities; or
(vi) employment history.

Sec. 27. "Principal manager" means an individual who has at
least three (3) years of experience as a mortgage loan originator
and is principally responsible for the supervision and management
of the employees and business affairs of not more than five (5) loan
broker offices.

Sec. 28. ""Principal manager license' means a license issued by
the commissioner authorizing an individual to act as:

(1) a principal manager; and
(2) a mortgage loan originator;
on behalf of a loan broker.

Sec. 29. "Principal place of business' means the loan broker
office designated by a loan broker or an applicant for aloan broker
license as the primary or main office. If a loan broker operates
only one (1) loan broker office, the loan broker office is considered
to be the principal place of business of the loan broker.

Sec. 30. ""Real estate appraiser' means a person who:

(1) is licensed as a real estate broker under IC 25-34.1 and
performs real estate appraisals within the scope of the
person's license;

(2) holds a real estate appraiser license or certificate issued
under IC 25-34.1-3-8; or

(3) otherwise performs real estate appraisals in Indiana.
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Sec. 31. "Real estate brokerage activity'" means offering or
providing real estate brokerage services to the public, including the
following:

(1) Acting as a real estate broker for a buyer, seller, lessor, or
lessee of real property.

(2) Bringing together parties interested in the sale, lease, or
exchange of real property.

(3) Negotiating, on behalf of a party, any part of a contract
concerning the sale, lease, or exchange of real property, other
than in connection with obtaining or providing financing for
the transaction.

(4) Engaging in an activity for which the person performing
the activity is required to be licensed under IC 25-34.1 or the
applicable laws of another state.

(5) Offering to engage in any activity, or to act in any capacity
with respect to any activity, described in subdivisions (1)
through (4).

Sec. 32. "Redacted'", with respect to personal information,
means that the personal information has been altered or truncated
so that not more than the last four (4) digits of:

(1) a Social Security number;
(2) a driver's license number;
(3) a state identification number; or
(4) an account number;
are accessible as part of the personal information.
Sec. 33. "Registered mortgage loan originator'" means a
mortgage loan originator who:
(1) is an employee of:
(A) a depository institution;
(B) a subsidiary that is:
(i) owned and controlled by a depository institution; and
(ii) regulated by the federal financial institutions
regulatory agencies (as defined in 12 U.S.C. 3350(6)); or
(C) an institution regulated by the Farm Credit
Administration; and
(2) is registered with and maintains a unique identifier with
the Nationwide Multistate Licensing System.

Sec. 34. "Residential mortgage loan' means a loan:

(1) that is or will be used primarily for personal, family, or
household purposes; and

(2) that is secured by a mortgage (or another equivalent
consensual security interest) on:
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(A) a dwelling (as defined in Section 103(w) of the federal
Truth in Lending Act (15 U.S.C. 1602(w)); or
(B) residential real estate.
Sec. 35. "Residential real estate' means real property:
(1) that is located in Indiana; and
(2) upon which a dwelling is constructed or intended to be
constructed.

Sec. 36. ""Securities division" refers to the division of the office
of the secretary of state described in IC 23-19-6-1(a).

Sec. 37. "State licensed mortgage loan originator" means an
individual who:

(1) is a mortgage loan originator;
(2) is not an employee of:
(A) a depository institution;
(B) a subsidiary that is:
(i) owned and controlled by a depository institution; and
(ii) regulated by the federal financial institutions
regulatory agencies (as defined in 12 U.S.C. 3350(6)); or
(C) an institution regulated by the Farm Credit
Administration;
(3) is licensed by:
(A) a state;
(B) the Secretary of the United States Department of
Housing and Urban Development under Section 1508 of
the S.A.F.E. Mortgage Licensing Act of 2008 (Title V of
P.L.110-289); and
(4) is registered as a mortgage loan originator with, and
maintains a unique identifier through, the Nationwide
Multistate Licensing System.

Sec. 38. "Ultimate equitable owner" means a person that,
directly or indirectly, owns or controls ten percent (10%) or more
of the equity interest in a loan broker, regardless of whether the
person owns or controls the equity interest through:

(1) one (1) or more other persons; or
(2) one (1) or more proxies, powers of attorney, or variances.
Sec. 39. "Unique identifier' means a number or other identifier
that:
(1) permanently identifies a:
(A) loan broker;
(B) principal manager;
(C) mortgage loan originator; or
(D) branch office; and
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(2) is assigned by protocols established by the Nationwide
Mortgage Licensing System and the federal financial
institutions regulatory agencies (as defined in 12 U.S.C.
3350(6)) to facilitate the:
(A) electronic tracking of; and
(B) uniform identification of, and public access to:
(i) the employment history of; and
(ii) any publicly adjudicated disciplinary and
enforcement actions against;
a person described in subdivision (1).

Chapter 2. Loan Broker Regulation Account

Sec. 1. (a) The loan broker regulation account is created in the
state general fund. The money in the loan broker regulation
account may be used only for the regulation of loan brokers,
mortgage loan originators, and principal managers under this
article.

(b) The loan broker regulation account shall be administered by
the treasurer of state. Except as provided in subsection (d), all fees
and funds accruing from the administration of this article shall be
accounted for by the commissioner and shall be deposited with the
treasurer of state who shall deposit them in the loan broker
regulation account in the state general fund.

(¢) The money in the loan broker regulation account:

(1) is continuously appropriated for the purposes of this
article; and

(2) does not revert to any other account within the state
general fund at the end of a state fiscal year.

(d) All expenses incurred in the administration of this article
shall be paid from appropriations made from the state general
fund. However, costs of investigations incurred under this article
shall be paid from, and disgorgements of profits and civil penalties
recovered under this article shall be deposited in, the securities
division enforcement account established by IC 23-19-6-1(f). The
funds in the securities division enforcement account shall be
available, with the approval of the budget agency, to augment and
supplement the funds appropriated for the administration of this
article.

Chapter 3. Licensure and Loan Processing Company Notice
Filing Requirements

Sec. 1. (a) A person may not engage in the activities of a loan
broker in Indiana unless the person first obtains a:

(1) unique identifier from the Nationwide Multistate
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Licensing System; and
(2) loan broker license from the commissioner.

(b) A person desiring to engage in the activities of a loan broker
shall apply to the commissioner for aloan broker license under this
article.

Sec. 2. (a) An individual may not act as a principal manager in
Indiana unless the individual first obtains a:

(1) unique identifier from the Nationwide Multistate
Licensing System; and
(2) principal manager license from the commissioner.

(b) An individual may not act as a mortgage loan originator in
Indiana unless the individual first obtains a:

(1) unique identifier from the Nationwide Multistate
Licensing System; and
(2) mortgage loan originator license from the commissioner.

(¢) An individual desiring to act as a principal manager or
mortgage loan originator on behalf of a loan broker shall apply to
the commissioner for a principal manager license or a mortgage
loan originator license under this article, as applicable.

Sec. 3. An individual may not engage in loan processing
activities unless the individual:

(1) is employed by a loan processing company; and
(2) obtains a mortgage loan originator license under this
article.

Sec. 4. (a) A loan broker may not operate a branch office in
Indiana unless the loan broker first obtains a:

(1) unique identifier from the Nationwide Multistate
Licensing System; and
(2) branch office license from the commissioner.

(b) A loan broker shall apply to the commissioner for a branch
office license under this article.

Sec. 5. Before engaging in loan processing activities, a loan
processing company shall file a loan processing company notice
filing.

Chapter 4. License Issuance and Renewal

Sec. 1. (a) An application for issuance or renewal of a loan
broker license must contain the following:

(1) Consent to service of process under section 9 of this
chapter.
(2) Evidence of the bond required by section 12 of this
chapter.
(3) An application fee of two hundred dollars ($200), plus one
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1 hundred dollars ($100) for each ultimate equitable owner.
2 (4) An affidavit affirming that none of the applicant's ultimate
3 equitable owners, directors, managers, or officers have been
4 convicted, in any jurisdiction, of:
5 (A) a felony during the previous seven (7) years; or
6 (B) an offense involving fraud or deception that is
7 punishable by at least one (1) year of imprisonment;
8 unless the affidavit is waived by the commissioner under
9 subsection (b).
10 (5) Evidence that the applicant, if the applicant is an
11 individual, has completed the education requirements under
12 IC 23-2.5-6.
13 (6) The name and license number of each mortgage loan
14 originator to be employed by the loan broker.
15 (7) The name and license number of each principal manager
16 to be employed by the loan broker.
17 (8) The location of each loan broker office to be operated by
18 the loan broker. If the loan broker operates only one (1) loan
19 broker office or one (1) location at which mortgage loan
20 origination activities occur, that location must be designated
21 as the loan broker's principal place of business.
22 (9) The name of the individual employed by the loan broker
23 who will serve as branch manager for any branch office
24 operated by the loan broker.
25 (10) For each ultimate equitable owner, the following
26 information:
27 (A) The name of the ultimate equitable owner.
28 (B) The address of the ultimate equitable owner, including
29 the home address of the ultimate equitable owner if the
30 ultimate equitable owner is an individual.
31 (C) The telephone number of the ultimate equitable owner,
32 including the home telephone number if the ultimate
33 equitable owner is an individual.
34 (D) The ultimate equitable owner's Social Security number
35 and date of birth, if the ultimate equitable owner is an
36 individual.
37 (b) Upon good cause shown, the commissioner may waive the
38 requirements of subsection (a)(4) for one (1) or more of an
39 applicant's ultimate equitable owners, directors, managers, or
40 officers.
41 Sec. 2. (a) An application for issuance or renewal of a principal
42 manager license must be made on a form prescribed by the
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1 commissioner.
2 (b) An application under subsection (a) must include the
3 following information for the individual who seeks to be licensed
4 as a principal manager:
5 (1) The name of the individual.
6 (2) The home address of the individual.
7 (3) The home telephone number of the individual.
8 (4) The individual's Social Security number and date of birth.
9 (5) The name of the:
10 (A) loan broker; or
11 (B) applicant for a loan broker license;
12 by whom the individual seeks to be employed as a principal
13 manager.
14 (6) Consent to service of process under section 9 of this
15 chapter.
16 (7) Evidence that the individual has completed the education
17 requirements described in IC 23-2.5-6.
18 (8) Evidence that the individual:
19 (A) has, in addition to the education requirements
20 described in subdivision (7), completed an additional
21 sixteen (16) hours of education acceptable to the
22 commissioner, including four (4) hours on the topic of
23 ethics; and
24 (B) has been a registered mortgage loan originator or state
25 licensed mortgage loan originator through the Nationwide
26 Multistate Licensing System for at least three (3) of the five
27 (5) years immediately preceding the date of application
28 under this section.
29 (9) An application fee of one hundred dollars ($100).
30 (10) All:
31 (A) registration numbers previously issued to the
32 individual under IC 23-2-5 if the applicant was registered
33 as an originator or a principal manager under IC 23-2-5
34 before its repeal on July 1,2019; and
35 (B) license numbers previously issued to the individual
36 under IC 23-2-5 (before its repeal) or this article.
37 (11) The name of each individual who is a mortgage loan
38 originator and the location of any loan broker offices for
39 which the individual is designated by the loan broker as
40 supervising principal manager.
41 (12) Written authorization for the commissioner or an agent
42 of the commissioner to obtain a consumer report (as defined
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1 in IC 24-5-24-2) concerning the individual.
2 Sec. 3. (a) An application for issuance or renewal of a mortgage
3 loan originator license must be made on a form prescribed by the
4 commissioner.
5 (b) An application under subsection (a) must include the
6 following information for the individual who seeks to be licensed
7 as a mortgage loan originator:
8 (1) The name of the individual.
9 (2) The home address of the individual.
10 (3) The home telephone number of the individual.
11 (4) The individual's Social Security number and date of birth.
12 (5) The name of the:
13 (A) loan broker; or
14 (B) applicant for a loan broker license;
15 for whom the individual will act as a mortgage loan
16 originator.
17 (6) Consent to service of process under section 9 of this
18 chapter.
19 (7) Evidence that the individual has completed the education
20 requirements described in IC 23-2.5-6.
21 (8) An affidavit completed in the manner prescribed by the
22 commissioner stating the address of each location where the
23 individual intends to habitually or repeatedly conduct
24 mortgage loan origination activities.
25 (9) An application fee of fifty dollars ($50).
26 (10) Al
27 (A) registration numbers previously issued to the
28 individual under IC 23-2-5, if the applicant was registered
29 as an originator or a principal manager under IC 23-2-5
30 before its repeal on July 1,2019; and
31 (B) license numbers previously issued to the individual
32 under IC 23-2-5 (before its repeal) or this article.
33 (11) Anindication as to whether the mortgage loan originator
34 is the branch manager of a loan broker office and the address
35 of the loan broker office.
36 (12) Written authorization for the commissioner or an agent
37 of the commissioner to obtain a consumer report (as defined
38 in IC 24-5-24-2) concerning the individual.
39 Sec. 4. (a) An application for issuance or renewal of a branch
40 office license must be made on a form prescribed by the
41 commissioner.
42 (b) An application under subsection (a) must include the
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following information for the location for which licensure as a
branch office is sought:
(1) The address of the branch office.
(2) The name and license number of the principal manager
who will be designated by the loan broker to supervise the
branch office.
(3) The name and license number of the individual who will be
designated to act as branch manager of the branch office.
(4) An application fee of seventy-five dollars ($75).

Sec. 5. (a) The commissioner shall issue a license and license
number to an applicant for a license issued under this chapter if
the applicant meets the applicable licensure requirements under
this chapter.

(b) A license issued under this chapter expires on December 31
of the year during which the license is issued.

(c) If aninitial or a renewal application for a license is denied or
withdrawn, the commissioner shall retain the application fee paid.

Sec. 6. (a) A licensee under this chapter may not continue to:
(1) act as a loan broker, principal manager, or mortgage loan
originator; or
(2) operate as a branch office;

unless the licensee annually renews the license.

(b) A licensee under this chapter shall renew the license by:
(1) filing with the commissioner, at least thirty (30) days
before the date on which the license expires, an application
containing any information the commissioner requires to
indicate any material change from the information contained
in the applicant's original application or any previous
application; and
(2) including, with the filing under subdivision (1), the
applicable application fee specified in this chapter.

Sec. 7. (a) The license of a principal manager or a mortgage loan
originator is not effective during any period during which the
mortgage loan originator or principal manager is not employed by
a loan broker that is licensed under this article.

(b) If a licensed principal manager or mortgage loan originator
seeks to transfer the licensee's license to another loan broker who
desires to have the licensee act as a principal manager or mortgage
loan originator, whichever applies, the licensee shall, before acting
as a principal manager or mortgage loan originator for the new
employer, submit to the commissioner, on a form prescribed by the
commissioner, a license application required by section 2 or 3 of
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this chapter, whichever applies.

(c) If the employment of a principal manager or mortgage loan

originator by a loan broker is terminated:
(1) voluntarily by the principal manager or mortgage loan
originator; or
(2) by the loan broker employing the principal manager or
mortgage loan originator;
the loan broker shall, not later than five (5) days after the date of
the termination, notify the commissioner of the termination and
the reasons for the termination.

Sec. 8. (a) If a material fact or statement included in an
application for a license under this chapter changes after the
application has been submitted, the applicant shall provide written
notice to the commissioner of the change.

(b) The commissioner may deny issuance, revoke, or refuse to
renew a license under this article if the applicant or licensee:

(1) fails to provide the written notice required by this section
within two (2) business days after the date on which the
applicant or licensee discovers or should have discovered the
change; or

(2) is not qualified for licensure under this article as a result
of the change in a material fact or statement.

Sec. 9. An applicant for licensure, or renewal of a license, under
this chapter shall file with the commissioner, in a form prescribed
by the commissioner, an irrevocable consent appointing the
secretary of state as the applicant's agent for service of process in
any noncriminal suit, action, or proceeding against the applicant
arising from the violation of this article. Service shall be made in
accordance with the Indiana Rules of Trial Procedure.

Sec. 10. (a) At the time of application for an initial license under
this chapter, the commissioner shall require the following to
submit fingerprints for a national criminal history background
check (as defined in IC 10-13-3-12) for use by the commissioner in
determining whether the equitable owner of a loan broker, an
individual described in subdivision (1), or the applicant should be
denied issuance of a license under this chapter for a reason set
forth in IC 23-2.5-11-1 or IC 23-2.5-11-2:

(1) In the case of an applicant for licensure as a loan broker,
each ultimate equitable owner, equitable owner, director,
manager, and officer.

(2) An applicant for licensure as a principal manager.

(3) An applicant for licensure as a mortgage loan originator.

EH 1440—LS 6839/DI1 97



[S—
SO 00NN B W

(USROS IS IS I US IS RSN O I NS I NS T O T NS T NS T NS T 0 T N0 T N i e e e e e e R
AN UNPAE WO OOV ONNUNPAE WO, OWOVWOOIONWUM PN WN -

37
38
39
40
41
42

16

(b) Every three (3) years at the time of application for renewal
of a license issued under this chapter, beginning with the third
calendar year following the calendar year during which the initial
license is issued, the commissioner shall require the following to
submit fingerprints for a national criminal history background
check (as defined in IC 10-13-3-12) for use by the commissioner in
determining whether the equitable owner of a loan broker, an
individual described in subdivision (1), or the applicant should be
denied renewal of a license under this chapter for a reason set forth
in IC 23-2.5-11-1 or IC 23-2.5-11-2:

(1) In the case of an applicant for licensure as a loan broker,
each ultimate equitable owner, equitable owner, director,
manager, and officer.

(2) An applicant for licensure as a principal manager.

(3) An applicant for licensure as a mortgage loan originator.

(¢) The individual whose fingerprints are submitted under this
section shall pay any fees or costs associated with the fingerprints
and background check required by this section.

(d) The commissioner may not release the results of a
background check required by this section to any private entity.

Sec. 11. In reviewing a consumer report obtained under section
2(b)(12) or 3(b)(12) of this chapter, the commissioner may consider
one (1) or more of the following in determining whether the
individual applicant has demonstrated financial responsibility:

(1) Bankruptcies filed by the individual during the most
recent ten (10) years.

(2) Current outstanding civil judgments against the
individual, except judgments resulting solely from medical
expenses owed by the individual.

(3) Current outstanding tax liens or other government liens or
filings.

(4) Foreclosure actions filed during the most recent three (3)
years against property owned by the individual.

(5) Any pattern of seriously delinquent accounts associated
with the individual during the most recent three (3) years.

Sec. 12. A loan broker shall maintain an electronic surety bond
that:

(1) is satisfactory to the commissioner;

(2) is in the amount of sixty thousand dollars ($60,000); and
(3) covers the activities of each principal manager and
mortgage loan originator employed by the loan broker.

Sec. 13. (a) The commissioner may request evidence of
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compliance with this chapter at any of the following times:
(1) The time of application for an initial license.
(2) The time of renewal of a license.
(3) Any other time considered necessary by the commissioner.

(b) For purposes of subsection (a), evidence of compliance with
this chapter must include a criminal background check, including
a national criminal history background check (as defined in
IC 10-13-3-12) by the Federal Bureau of Investigation.

Sec. 14. A unique identifier obtained by an individual from the
Nationwide Multistate Licensing System as required by
IC 23-2.5-3-1,1C 23-2.5-3-2, and IC 23-2.5-3-3 may not be used for
purposes other than the purposes set forth in the S.A.F.E.
Mortgage Licensing Act of 2008 (Title V of P.L.110-289).

Chapter 5. Loan Processing Company Notice Filing and
Renewal

Sec. 1. Before engaging in loan processing activities, a loan
processing company shall file, via the Nationwide Multistate
Licensing System, a loan processing company notice filing.

Sec. 2. A loan processing company notice filing must be made on
a form prescribed by the commissioner and include all of the
following:

(1) The loan processing company's business name, address,

and state of incorporation or business registration.

(2) The names of the owners, officers, members, or partners

who control the loan processing company.

(3) The name of each individual who is employed by the loan

processing company, including the mortgage loan originator
license number of each loan processor.

(4) The name and license number of each loan broker who:
(A) is licensed or required to be licensed under this article;
and
(B) engaged the loan processing company to perform loan
processing activities during the preceding calendar year.

(5) An attestation stating that each loan processor employed

by the loan processing company maintains a mortgage loan
originator license under this article.

(6) Consent to service of process as described in section 7 of

this chapter.

(7) An application fee of twenty-five dollars ($25).

Sec. 3. (a) A loan processing company notice filing described in
section 2 of this chapter:

(1) expires on December 31 of each year; and
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(2) must be refiled annually.

(b) A loan processing company shall update and renew the loan
processing company's notice filing at least thirty (30) days before
the date on which the loan processing company notice filing expires
by resubmitting the information and fee set forth in section 2 of
this chapter.

(c¢) A loan processing company that engages in loan processing
activities without filing or renewing a loan processing company
notice filing as required by this chapter violates this article.

Sec. 4. A loan processing company may not employ an
individual to engage in loan processing activities unless the
individual maintains a valid mortgage loan originator license
under this article.

Sec. 5. A loan processing company bears the burden of showing
that the loan processing company is in compliance with this
chapter.

Sec. 6. (a) If the commissioner determines that a loan processing
company or loan processor has violated this article, the
commissioner may issue any notice or order determined by the
commissioner to be in the public interest.

(b) A notice or order issued by the commissioner under
subsection (a):

(1) may include remedies; and
(2) must follow the procedural requirements;
specified in IC 23-2.5-11.

Sec. 7. (a) A loan processing company shall, before engaging in
loan processing activities, file with the commissioner on a form
prescribed by the commissioner an irrevocable consent appointing
the secretary of state as the loan processing company's agent to
receive service of process in a noncriminal suit, action, or
proceeding against the loan processing company arising from a
violation of this article.

(b) Service of process described in subsection (a) must be made
in accordance with Indiana Rules of Trial Procedure.

Sec. 8. If a loan processing company ceases to engage in loan
processing activities for any reason, the loan processing company
shall do the following:

(1) Before ceasing loan processing activities, arrange for the
preservation and maintenance of the records described in
IC 23-2.5-9-2 for the remainder of the two (2) year
maintenance period required by IC 23-2.5-9-2.

(2) Notify the commissioner of the exact physical address
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where the records will be maintained under subdivision (1).

Chapter 6. Education and Examination

Sec. 1. (a) An applicant for an initial license under IC 23-2.5-4
shall provide to the commissioner evidence that, during the
twenty-four (24) month period immediately preceding the
application, the applicant completed at least twenty (20) hours of
academic education that is acceptable to the commissioner and
approved by the Nationwide Multistate Licensing System.

(b) The education hours required by subsection (a) mustinclude
the following:

(1) Three (3) hours of federal law and regulations concerning
residential mortgage lending.

(2) Three (3) hours of ethics, including instruction on fraud,
consumer protection, and fair lending practices.

(3) Two (2) hours of training concerning lending standards for
nontraditional residential mortgage loan products.

(4) Two (2) hours of state law and rules concerning residential
mortgage lending.

Sec. 2. (a) To maintain a license issued under IC 23-2.5-4, an
individual shall provide to the commissioner evidence that the
individual has, during each calendar year after the year during
which the license is initially issued, completed at least eight (8)
hours of academic education that is acceptable to the commissioner
and approved by the Nationwide Multistate Licensing System.

(b) The education hours required by subsection (a) must include
the following:

(1) Three (3) hours of federal law and regulations concerning
residential mortgage lending.

(2) Two (2) hours of ethics, including instruction on fraud,
consumer protection, and fair lending practices.

(3) Two (2) hours of training concerning lending standards for
nontraditional residential mortgage loan products.

Sec. 3. If a license issued under IC 23-2.5-4 lapses or expires for
aperiod of atleast five (5) years, the former licensee must complete
the initial license educational requirements specified in section 1 of
this chapter.

Sec. 4. (a) In determining the acceptability of academic
education, the commissi