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January Session, 2003 Substitute Senate Bill No. 987

Senate, April 7, 2003

The Committee on Banks reported through SEN. FINCH of the
22nd Dist., Chairperson of the Committee on the part of the
Senate, that the substitute bill ought to pass.

AN ACT CONCERNING MORTGAGE LOAN ORIGINATORS.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:

Section 1. Section 36a-485 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2003):

As used in this section and sections 36a-486 to 36a-498, inclusive,

unless the context otherwise requires:

(1) "Advance fee" means any consideration paid or given, directly or
indirectly, to a mortgage lender, first mortgage broker, [or] originator

or insurance producer originator required to be licensed or registered

pursuant to sections 36a-485 to 36a-498, inclusive, as amended by this

act, prior to the closing of a first mortgage loan to any person,
including, but not limited to, loan fees, points, broker's fees or

commissions, transaction fees or similar prepaid finance charges;

(2) "Advertise" or "advertisement" means the use of media, mail,

computer, telephone, personal contact or any other means to offer the
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opportunity for a first mortgage loan;

(3) '"First mortgage broker' means a person who, for a fee,
commission or other valuable consideration, directly or indirectly,
negotiates, solicits, arranges, places or finds a first mortgage loan that
is to be made by a mortgage lender, whether or not the mortgage
lender is required to be licensed under sections 36a-485 to 36a-498,

inclusive, as amended by this act, but does not include an originator or

insurance producer originator;

(4) "First mortgage correspondent lender" means a person engaged
in the business of making first mortgage loans in such person's own
name where the loans are not held by such person for more than
ninety days and are funded by another person through a warehouse

agreement, table funding agreement or similar agreement;

(5) "First mortgage lender" means a person engaged in the business
of making first mortgage loans: (A) In such person's own name
utilizing such person's own funds, or (B) by funding loans through a

table funding agreement;

(6) "First mortgage loan" means a loan or an extension of credit,
including, but not limited to, an extension of credit pursuant to a
contract or an assigned contract for the sale of goods or services, made
to a natural person, the proceeds of which are to be used primarily for
personal, family or household purposes, and which is secured by a
first mortgage upon any interest in one-to-four-family residential
owner-occupied real property located in this state which is not subject
to any prior mortgages and includes the renewal or refinancing of an

existing first mortgage loan;

(7) "Insurance producer originator" means an individual licensed as

an insurance producer under chapter 701a who is retained by not more

than one insurer affiliated mortgage lender for, or with the expectation

of, a fee, commission or other valuable consideration to solicit or find

loan applicants for such insurer affiliated mortgage lender, provided

such individual sells, solicits or negotiates insurance issued solely by
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the insurer with which such insurer affiliated mortgage lender is

affiliated from a location in this state owned or leased and occupied by

such individual;

(8) "Insurer affiliated mortgage lender" means a mortgage lender

exempt from licensing under sections 36a-485 to 36a-498, inclusive, as

amended by this act, that is an affiliate of an insurer;

[(7)] (9) "Mortgage lender" means a first mortgage lender, a first

mortgage correspondent lender, or both;

[(8)] (10) "Originator" means an individual who is employed or
retained by a mortgage lender or first mortgage broker that is required
to be licensed under sections 36a-485 to 36a-498, inclusive, as amended
by this act, for, or with the expectation of, a fee, commission or other
valuable consideration, to negotiate, solicit, arrange or find a first
mortgage loan. "Originator" does not include an officer, if the licensee
is a corporation; a general partner, if the licensee is a partnership; a
member, if the licensee is a limited liability company; or a sole

proprietor, if the licensee is a sole proprietorship;

[(9)] (11) "Residential property" means improved real property used
or occupied, or intended to be used or occupied, for residential

purposes;

[(10)] (12) "Simulated check" means a document that imitates or

resembles a check but is not a negotiable instrument;

[(11)] (13) "Table funding agreement" means an agreement wherein
a person agrees to fund mortgage loans to be made in another person's
name and to purchase such loans after they are made; and

[(12)] (14) "Warehouse agreement" means an agreement to provide
credit to a person to enable the person to have funds to make mortgage
loans and hold such loans pending sale to other persons.

Sec. 2. Subsection (b) of section 36a-486 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective

sSB987 / File No. 183 3
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October 1, 2003):

(b) No licensee shall employ or retain an originator without first
registering such originator under sections 36a-485 to 36a-498, inclusive,

as amended by this act, provided such registration shall not be

required for any originator who is registered by such licensee under
sections 36a-510 to 36a-524, inclusive. No individual may act as an

originator or insurance producer originator without being registered,

or act as an originator or insurance producer originator, as defined in

sections 36a-485, as amended by this act, and 36a-510, for more than

one person. The registration of an originator is not effective during any
period when such originator is not associated with a licensee, and the

registration of an insurance producer originator is not effective during

any period when such insurance producer originator is not associated

with an insurer affiliated mortgage lender. Both the originator and the

licensee shall promptly notify the commissioner, in writing, of the

termination of employment or services of an originator, and both the

insurance producer originator and the insurer affiliated mortgage

lender shall promptly notify the commissioner, in writing, of the

termination of services of an insurance producer originator.

Sec. 3. Section 36a-488 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2003):

(@) (1) The commissioner shall not issue a license as a first mortgage
lender, a first mortgage correspondent lender or a first mortgage
broker to any person unless such person meets the following tangible
net worth and experience requirements, as applicable: (A) The
minimum tangible net worth requirement for a first mortgage lender
shall be two hundred fifty thousand dollars and the minimum tangible
net worth requirement for a first mortgage correspondent lender and a
first mortgage broker shall be twenty-five thousand dollars, and (B) a
mortgage lender shall have, at the location for which the license is
sought, a person with supervisory authority over the lending activities
who has at least three years' experience in the mortgage lending

business within the five years immediately preceding the application

sSB987 / File No. 183 4
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for the license and a first mortgage broker shall have, at the location
for which the license is sought, a person with supervisory authority
over the brokerage activities who has at least three years' experience in
the mortgage lending or mortgage brokerage business within the five
years immediately preceding the application for the license, provided
such experience requirements shall not apply to any person whose

license is renewed effective October 1, 2002.

(2) Each licensee shall maintain the net worth required by this
subsection and shall promptly notify the commissioner if such
licensee's net worth falls below the net worth required by this

subsection.

(b) The commissioner may issue a first mortgage lender license, a
tirst mortgage correspondent lender license, or a first mortgage broker
license. Each first mortgage lender licensee may also act as a first
mortgage correspondent lender and a first mortgage broker, and each
first mortgage correspondent lender licensee may also act as a first
mortgage broker. An application for a license or renewal of such
license shall be made under oath and on a form provided by the
commissioner. The application shall include: (1) The type of license
sought; (2) the name and address of the applicant; (3) the location for
which the license is sought; (4) the name and address of each member,
partner, officer, director, authorized agent and shareholder owning ten
per cent or more of the outstanding stock, as applicable; (5) if the
applicant is a trust or the lead lender in one or more participation
loans, the name and address of each trustee or lead lender and each
beneficiary of the trust or other participant lenders in all outstanding
participation loans; (6) a financial statement as of a date not more than
six months prior to the filing of the application which reflects tangible
net worth, and if such financial statement is unaudited, the proprietor,
general partner, or duly authorized officer, trustee or member shall
swear to its accuracy under oath before a notary public; (7) evidence
that the person with supervisory authority over the lending or
brokerage activities at the location for which the license is sought

meets the experience required by subsection (a) of this section; (8) an
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application for registration of each originator or prospective originator
of the applicant at such location; and (9) such other information
pertaining to the applicant, the applicant's background, the
background of its principals and employees, and the applicant's

activities as the commissioner may require.

(c) An application for registration of an originator or renewal of
such registration shall be made on a form provided by the

commissioner.

(d) An application for registration of an insurance producer

originator or renewal of such registration shall be made by the

retaining insurer affiliated mortgage lender on a form provided by the

commissioner.

Sec. 4. Subsection (b) of section 36a-489 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective
October 1, 2003):

(b) Upon the filing of an application for registration, the

commissioner shall register the originator or insurance producer

originator named in the application unless the commissioner finds that
the applicant has made a material misstatement in the application or
that the financial responsibility, character, reputation, integrity and

general fitness of the originator, insurance producer originator or

retaining insurer affiliated mortgage lender named in the application,

are not such as to warrant belief that granting such registration would
be in the public interest and consistent with the purposes of sections
36a-485 to 36a-498, inclusive, as amended by this act. If the

commissioner denies registration, the commissioner shall notify the

originator or insurance producer originator named in the application

and the applicant filing the application of the denial and the reasons

for such denial. Any denial of [an application] a registration or license

by the commissioner shall, when applicable, be subject to the
provisions of section 46a-80. A registration shall remain in force and
effect until it has been surrendered, revoked, suspended or expires in

accordance with the provisions of sections 36a-485 to 36a-498,

sSB987 / File No. 183 6
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inclusive, as amended by this act.

Sec. 5. Section 36a-490 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2003):

(a) Each license shall state the location at which the business is to be
conducted and shall state fully the name of the licensee. If the licensee
desires to make first mortgage loans in more than one location or to act
as a first mortgage broker in more than one location, the licensee shall
procure a license for each location where the business is to be
conducted. Each license shall be maintained at the location for which
the license was issued and shall be available for public inspection.
Such license shall not be transferable or assignable. Any change of
location of a licensee shall require only prior written notice to the
commissioner. No licensee shall use any name other than the name

stated on the license issued by the commissioner.

[(b)] The licensee shall promptly notify the commissioner, in
writing, of any change in the information provided in the application

for license or most recent renewal of such license.

(b) Evidence of registration shall be maintained at the location for

which the registration was issued and shall be available for public

inspection. Such registration shall not be transferable or assignable.

Any change of location of an insurance producer originator registrant

shall require only prior written notice to the commissioner. No

registrant shall use any name other than the name stated on the

registration issued by the commissioner. Each applicant shall promptly

notify the commissioner, in writing, of any change in the information

provided in the application for registration or most recent renewal of

such registration.

(c) Each license or insurance producer originator registration shall

remain in force and effect until it has been surrendered, revoked,
suspended or expires in accordance with the provisions of sections
36a-485 to 36a-498, inclusive, as amended by this act.

sSB987 / File No. 183 7
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Sec. 6. Subsection (a) of section 36a-491 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective
October 1, 2003):

(@) (1) Each applicant for a first mortgage lender license or a first
mortgage correspondent lender license shall, at the time of making
such application, pay to the commissioner a license fee of eight
hundred dollars, provided if such application is filed not earlier than
one year before the date such license will expire, the applicant shall
pay to the commissioner a license fee of four hundred dollars. Each
applicant for a first mortgage broker license shall, at the time of
making such application, pay to the commissioner a license fee of four
hundred dollars, provided if such application is filed not earlier than
one year before the date such license will expire, the applicant shall
pay to the commissioner a license fee of two hundred dollars. Each
license issued pursuant to this section shall expire at the close of
business on September thirtieth of the even-numbered year following
its issuance unless such license is renewed. Such licensee shall, on or
before September first of the year in which the license expires, pay to
the commissioner the appropriate license fee as provided in this
section for the succeeding two years, commencing October first,
together with such renewal application as the commissioner may
require. Any renewal application filed with the commissioner after
September first shall be accompanied by a one-hundred-dollar late fee.
Whenever an application for a license, other than a renewal
application, is filed under sections 36a-485 to 36a-498, inclusive, as

amended by this act, by any person who was a licensee under said

sections and whose license expired less than sixty days prior to the
date such application was filed, such application shall be accompanied
by a one-hundred-dollar processing fee in addition to the application
fee.

(2) [A licensee filing an] An application for registration of an
originator shall [, at the time of making such application, pay to the
commissioner] include a registration fee of one hundred dollars for

such originator, provided if such application is filed not earlier than

sSB987 / File No. 183 8
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one year before the date the license of the applicant will expire, the
[applicant shall pay to the commissioner a] registration fee [of] shall be
tifty dollars for such originator. Each registration shall expire at such
time as the licensee's license expires unless such registration is
renewed. Such licensee shall file an application for renewal of the

registration, [and pay to the commissioner] which shall include the

appropriate registration fee as provided in this [subsection]

subdivision for the succeeding two years, commencing October first.

(3) An application for registration of an insurance producer

originator shall include a registration fee of one hundred dollars for

such insurance producer originator, provided if such application is

filed not earlier than one year before the date the registration of the

insurance producer originator will expire, the registration fee shall be

fifty dollars for such insurance producer originator. Each registration

issued pursuant to this subdivision shall expire at the close of business

on September thirtieth of the even-numbered vear following its

issuance unless such registration is renewed. The insurance producer

originator shall file an application for renewal of the registration,

which shall include the appropriate registration fee as provided in this

subdivision for the succeeding two vears, commencing October first.

Sec. 7. Section 36a-493 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2003):

(@) Each licensee shall maintain adequate records of each loan
transaction at the location named in the license, or shall make such
records available at such location not later than five business days after
requested by the commissioner to do so. Such records shall provide the
following information: (1) A copy of any disclosures required under
part III of chapter 669; (2) whether the licensee acted as a mortgage
lender, a first mortgage broker or both; (3) if the licensee is acting as a
mortgage lender, and retains the first mortgage loan or receives
payments thereon, an adequate loan history for those loans retained or
upon which payments are received, itemizing the amount and date of

each payment and the unpaid balance at all times; (4) the purpose for

sSB987 / File No. 183 9
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which the loan was made; (5) the original or an exact copy of the note
and mortgage deed; (6) a statement signed by the borrowers
acknowledging the receipt of such statement which discloses the full
amount of any fee, commission or consideration paid to the first
mortgage broker for all services in connection with the mortgage loan;
and (7) the name and address of the broker, if any, involved in the loan
transaction.

(b) For each loan that is made and serviced by a licensee, the
licensee shall retain records of such loan transaction for not less than
two years following the final payment thereon, or the assignment of
such loan, whichever occurs first, or such longer period as may be

required by any other provision of law.

(c) For each loan transaction in which a licensee acts as a mortgage
lender or first mortgage broker but does not service the loan, the
licensee shall retain the records of such loan transaction for not less
than two years from the date of the transaction or such longer period

as may be required by any other provision of law.

(d) Any person who furnishes to a licensee any records required to
be maintained under this section or any information necessary to
complete such records may charge a fee to the licensee in an amount

not to exceed fifty dollars.

(e) Each insurance producer originator registrant shall maintain

adequate records of each loan transaction at the location named in the

registration, or shall make such records available at such location not

later than five business days after requested by the commissioner to do

s0. Such records shall provide the following information: (1) A copy of

any disclosures required under part III of chapter 669; (2) the purpose

for which the loan was made; and (3) an exact copy of the note and

mortgage deed. The registrant shall retain such records for not less

than two vears from the date of the transaction or such longer period

as mayv be required by anv other provision of law.

Sec. 8. Subdivision (2) of subsection (a) of section 36a-494 of the

sSB987 / File No. 183 10
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general statutes is repealed and the following is substituted in lieu
thereof (Effective October 1, 2003):

(2) The commissioner may suspend, revoke or refuse to renew any

registration of an originator or insurance producer originator, in

accordance with the provisions of section 36a-51, for any reason which
would be sufficient grounds for the commissioner to deny an
application for a registration under sections 36a-485 to 36a-498,

inclusive, as amended by this act, or if the commissioner finds that the

registrant has committed any fraud, misappropriated funds or
misrepresented any of the material particulars of any first mortgage

loan transaction.

Sec. 9. Section 36a-497 of the general statutes is repealed and the
following is substituted in lieu thereof (Effective October 1, 2003):

(a) (1) No person licensed pursuant to section 36a-489 shall [:]

[(1) Advertise] advertise or cause to be advertised in this state, any
first mortgage loan in which such person intends to act only as a first
mortgage broker unless the advertisement includes the following
statement, clearly and conspicuously expressed: BROKER ONLY, NOT
A LENDER, [; or]

(2) No insurance producer originator registrant shall advertise or

cause to be advertised in this state any first mortgage loan unless the

advertisement clearly and conspicuously identifies the insurer

affiliated mortgage lender by which it is retained and discloses its

relationship with such insurer affiliated mortgage lender.

[(2) In] (b) No person licensed pursuant to sections 36a-485 to 36a-

498, inclusive, as amended by this act, shall, in connection with an

advertisement in this state, use (A) a simulated check; (B) a comparison
between the loan payments under the first mortgage loan offered and
the loan payments under a hypothetical loan or extension of credit,
unless the advertisement includes, with respect to both the

hypothetical loan or extension of credit and the first mortgage loan

sSB987 / File No. 183 11
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being offered, the interest rate, the loan balance, the total amount of
finance charges, the total number of payments and the monthly
payment amount that would be required to pay off the outstanding
loan balance shown; (C) representations such as "verified as eligible",
"eligible", "preapproved", "prequalified" or similar words or phrases,
without also disclosing, in immediate proximity to and in similar size
print, language which sets forth prerequisites to qualify for the first
mortgage loan, including, but not limited to, income verification, credit
check, and property appraisal or evaluation; or (D) any words or
symbols in the advertisement or on the envelope containing the
advertisement that give the appearance that the mailing was sent by a

government agency.

Sec. 10. Subsection (b) of section 36a-498 of the general statutes is
repealed and the following is substituted in lieu thereof (Effective
October 1, 2003):

(b) No originator required to be registered pursuant to sections 36a-

485 to 36a-498, inclusive, as amended by this act, shall accept payment
of any advance fee except an advance fee on behalf of a licensee, and

no insurance producer originator required to be registered under

sections 36a-485 to 36a-498, inclusive, as amended by this act, shall

accept payment of any advance fee except an advance fee on behalf of

the insurer affiliated mortgage lender by which it is retained. Nothing

in this subsection shall be construed as prohibiting the licensee from
paying an originator all or part of an advance fee, provided such

advance fee paid is not refundable under this section.

This act shall take effect as follows:

Section 1 October 1, 2003
Sec. 2 October 1, 2003
Sec. 3 October 1, 2003
Sec. 4 October 1, 2003
Sec. 5 October 1, 2003
Sec. 6 October 1, 2003
Sec. 7 October 1, 2003

sSB987 / File No. 183 12
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Sec. 8 October 1, 2003
Sec. 9 October 1, 2003
Sec. 10 October 1, 2003

Statement of Legislative Commissioners:
In the last sentence of section 2, the words "employment or" were
deleted for consistency with other provisions of the bill concerning the
retention of insurance producer originators.

BA Joint Favorable Subst.

sSB987 / File No. 183 13
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The following fiscal impact statement and bill analysis are prepared for the benefit of members of the
General Assembly, solely for the purpose of information, summarization, and explanation, and do not

represent the intent of the General Assembly or either House thereof for any purpose:

|
OFA Fiscal Note

State Impact:
Agency Affected Fund-Type FY04$ FY05$
Banking Dept. BF - Revenue 10,000 to 10,000 to

Gain 15,000 15,000
Note: BF=Banking Fund

Municipal Impact: None

Explanation

The bill would result in a revenue gain to the Banking Fund by
increasing the number of people who would seek a mortgage
originator license from the Department of Banking (DOB). There are
over 10,000 mortgage originators licensed by DOB in Connecticut. The
bill could result in an additional 200-300 individuals obtaining licenses.
The cost of the license is $50.

sSB987 / File No. 183 14
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OLR Bill Analysis
sSB 987

AN ACT CONCERNING MORTGAGE LOAN ORIGINATORS

SUMMARY:

This bill creates a new classification of mortgage loan originator called
an insurance producer originator. An “insurance producer originator”
helps find loan applicants for an insurer-affiliated mortgage lender.
The bill subjects insurance producer originators to registration
requirements similar to those already applicable to mortgage
originators. It imposes specific record retention and advertisement
restrictions on insurance producer originators. The bill also makes
technical and conforming changes.

EFFECTIVE DATE: October 1, 2003
DEFINITIONS

The bill defines an “insurance producer originator” as a licensed
insurance producer retained by only one insurer-affiliated mortgage
lender for a fee, commission, or other valuable consideration to solicit
or find loan applicants for the lender. This person must sell, solicit, or
negotiate only insurance issued by the insurer with whom the lender is
affiliated and must do so from a Connecticut location that the person
owns or leases and occupies.

The bill defines an “insurer-affiliated mortgage lender” as a mortgage
lender that is an affiliate of the insurer and is exempt from licensing as
a first mortgage lender.

The bill specifies that the definition of a “first mortgage broker” does
not include an originator (an individual retained by a mortgage lender
or first mortgage broker to find first mortgage loans) or insurance
producer originator.

INSURANCE PRODUCER ORIGINATOR REGISTRATION
REQUIREMENTS

sSB987 / File No. 183 15
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The bill requires the insurer-affiliated mortgage lender retaining an
insurance producer originator to apply for the originator’s registration
on a form the banking commissioner provides. It prohibits anyone
from acting as an insurance producer originator (1) without being
registered or (2) for more than one person. An insurance producer
originator’s registration is not effective during any period when he is
not associated with an insurer-affiliated mortgage lender. The bill also
requires both the insurance producer originator and the insurer-
affiliated mortgage lender promptly to notify the commissioner, in
writing, if the insurance producer originator’s services are terminated.

The bill applies to insurance producer originators the same registration
provisions already applicable to mortgage originators. It requires the
commissioner to register an insurance producer originator unless (1)
he finds that the applicant has made a material misstatement in the
application or (2) the insurance producer originator or retaining
insurer-affiliated mortgage lender named in the application lack
sufficient financial responsibility, character, reputation, integrity, or
general fitness. The bill also allows the commissioner to suspend,
revoke, or refuse to renew an insurance producer originator’s
registration for the same reasons he can act on a mortgage loan
originator’s registration. These include all the grounds on which he
can deny a registration or if he finds that the registrant (1) committed
fraud, (2) misappropriated funds, or (3) misrepresented material
particulars in a mortgage transaction.

The bill requires evidence of an originator’s registration to be kept at
the location for which it was issued and to be available for public
inspection.  Registrations are not transferable or assignable, and
insurance producer originators need only notify the commissioner in
writing before changing their location. The bill prohibits a registrant
from using a name other than the one on his registration. It requires
applicants promptly to notify the commissioner in writing of any
change in the information on their initial or renewal registration
application. And the bill states that an insurance producer originator
registration remains in force and effect until it has been surrendered,
revoked, suspended, or expires.

REGISTRATION FEE

The bill requires an application for an insurance producer originator
registration to include a $100 registration fee, or a $50 fee if it is filed

sSB987 / File No. 183 16
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within one year before the insurance producer originator’s existing
registration expires. Insurance producer originators’ registrations
expire at the close of business on September 30 of the even-numbered
year after they are issued unless they are renewed. The bill requires
insurance producer originators to file their renewal applications,
including the appropriate registration fee, for the next two years
starting October 1.

RECORDS

The bill requires insurance producer originator registrants to keep
adequate records of each loan transaction at the location they name in
their registration, or make the records available at that location within
five days after the commissioner requests them to do so. The records
must provide (1) a copy of any disclosures required under the Truth-
in-Lending Act, (2) the loan’s purpose, and (3) an exact copy of the
note and mortgage deed. The bill requires registrants to keep these
records for at least two years from the transaction date, or a longer
period if required by another provision of law.

ADVERTISEMENTS

The bill prohibits insurance producer originator registrants from
advertising or causing to be advertised in Connecticut a first mortgage
loan unless the advertisement clearly and conspicuously identifies the
insurer affiliated mortgage lender who retained the registrant and
discloses their relationship.

ADVANCE FEES

The bill prohibits insurance producer originators from accepting an
advance fee unless it is on behalf of the insurer-affiliated mortgage
lender who retained them.

COMMITTEE ACTION

Banks Committee

Joint Favorable Substitute
Yea 19 Nay 0
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