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2009 State Legislative Guide:

Mortgage Lending

Mortgage lending legislation comprised the largest percentage of the bills in this guide. More than
one-third of the bills tracked this year related to mortgage lending. While the housing market is
slowly stabilizing, many homeowners are still struggling to make their mortgage payments every
month. States are making an effort to assist these homeowners, and potential homeowners, by
reining in unscrupulous lending practices.

Mortgage lending legislation seeks to alter the mortgage lending process in a manner that is
more beneficial to the consumer. These bills may impose strict regulations on a lender’s ability to
charge certain fees, such as prepayment penalties, or prohibits certain activities, such as not
verifying borrower’s ability to repay the loan. There were 107 mortgage lending bills tracked in
37 states during the 2009 legislation session.

Many of the bills tracked were bills to mitigate or prevent foreclosures. A report by CBS news
found the worst of the trouble is still concentrated in California, Nevada, Arizona and Florida,
which accounted for 44 percent of new foreclosures in the country. Nearly 13 percent of all loans
in Florida were in foreclosure. These foreclosures create devastating ripple effects on families,
communities, and local governments. Of the 107 mortgage lending bills, 30 were bills to stem the
rising tide of foreclosures.

The map shows the states that introduced mortgage lending legislation this year in color: states
in blue introduced one bill, states in red introduced two, states in yellow introduced three, and
states in purple introduced four or more mortgage lending bills. States harder hit by the
economic downturn and collapse in the housing market, such as California and Florida,
introduced more mortgage lending bills than other states.

@l One Bill: Alabama, Arkansas, Colorado, Idaho, Indiana, Kentucky, Maine, Massachusetts,
Mississippi, Montana, Nevada, North Carolina, North Dakota, Oregon, Pennsylvania,
South Carolina, Texas

@l Two Bills: Arizona, Maryland, Tennessee, West Virginia, Wisconsin

@l Three Bills: Hawaii, Michigan, Minnesota, Missouri, Rhode Island, Virginia, Washington

sl Four or More Bills: California, Connecticut, Georgia, Florida, New York, New Jersey
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Nearly all of the mortgage-lending bills tracked in this guide are amendments to state codes and
regulatory changes, which comprised 91 percent of the mortgage lending bills introduced during
the 2009 session. There were 56 amendments to code this session totaling 52 percent of the
mortgage lending legislation. An additional 42 bills, or 39 percent of legislation, were regulatory
changes. There were two tax credit bills introduced this session: California A.B. 902, and
Minnesota H.F. 2341, and four strategic initiatives. One loan guarantee bill was introduced this
session, Connecticut House Bill 5201, which did not pass the legislature.
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2009 Mortgage Lending Bills By Type

Tax Credit 2
Strategic Initiative 4
Regulatory Change 42
Other 2
Loan Guarantee 1
Amendment to Code # 56

There were 23 mortgage lending bills that passed their legislatures this session. Eleven of these
bills were regulatory changes, another 11 were amendments to the state code, and one bill,
Washington S.B. 6033, a strategic initiative, also passed. An additional 45 bills are still pending in
their state legislatures, and 39 did not pass during the session.
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Current Legislation

California: An Act to Amend the Business and Professions Code, the Civil Code, and
the Financial Code, Relating to Lending, A.B. 260

Focus: Mortgage Lending

Type: Regulatory Change

Assembly Bill 260 enacts provisions relating to higher-priced mortgage loans that are originated
on or after July 1, 2010. Specifically, this bill prohibits a licensed person from making any false,
deceptive, or misleading statement or representation and prohibits a mortgage broker from
steering a borrower to a higher-priced mortgage loan. It requires a mortgage broker to receive
the same compensation for providing mortgage brokerage services whether paid by a lender,
borrower, or a third party.

The bill would also, for higher-priced mortgage loans originated on or after July 1, 2010, prohibit
a licensed person from making a higher-priced mortgage loan that contains a provision for
negative amortization, and limit prepayment penalties to two percent the first year and one
percent the second year. The bill passed the Assembly and the Senate, and became law on
October 11, 2009.

http://www.leginfo.ca.gov/pub/09-10/bill/asm/ab _0251-0300/ab 260 bill 20090723 status.html

California: Buyers Choice Act, A.B. 957

Focus: Mortgage Lending

Type: Regulatory Change

This bill prohibits a seller of residential real property from requiring a buyer to purchase title
insurance or escrow services, in connection with the sale of a property, from a company chosen
by the seller. The legislation is limited to properties containing four or fewer dwelling units
purchased at a foreclosure sale.

Assembly Bill 957 does not prohibit a buyer from agreeing to accept the services of a title insurer
or an escrow agent recommended by the seller if written notice of the right to make an
independent selection of those services is first provided to the buyer.

Any seller who violates the bills provisions is liable to a buyer in an amount equal to three times
all charges made for the title insurance, escrow service, or Natural Hazard Disclosure Statement.
In addition, any person who violates this section is deemed to have violated the license law and
will be subject to discipline by the licensing entity. The provisions of the bill sunset on January 1,
2015. The bill was signed into law by Governor Schwarzenegger on October 11, 2009.
http://www.leginfo.ca.gov/pub/09-10/bill/asm/ab 0951-

1000/ab 957 bill 20090817 amended sen v94.html



http://www.leginfo.ca.gov/pub/09-10/bill/asm/ab_0251-0300/ab_260_bill_20090723_status.html
http://www.leginfo.ca.gov/pub/09-10/bill/asm/ab_0951-1000/ab_957_bill_20090817_amended_sen_v94.html
http://www.leginfo.ca.gov/pub/09-10/bill/asm/ab_0951-1000/ab_957_bill_20090817_amended_sen_v94.html

California: An Act to Amend the Business and Professions Code Relating to
Mortgages, S.B. 36

Focus: Mortgage Lending

Type: Regulatory Change

Senate Bill 36 brings California in compliance with the provisions of the Safe and Fair
Enforcement of Mortgage Licensing S.A.F.E Act of 2008 and establishes standards,
requirements, and prohibitions for mortgage loan originators operating under the real estate law
in order to comply with S.A.F.E.

The bill also prohibits any individual from engaging in the business as a mortgage loan originator
without first obtaining and maintaining a loan originator's license or license endorsement and
registering with the Nationwide Mortgage Licensing System and Registry. Senate Bill 36 was
signed into law by Governor Schwarzenegger on October 11, 2009.
http://www.leginfo.ca.gov/pub/09-10/bill/sen/sb_0001-0050/sb 36 bill 20081218 introduced.html

California: An Act to Amend the Business and Professions Code, the Civil Code, and
the Financial Code, Relating To Mortgage Loans, S.B. 94

Focus: Mortgage Lending

Type: Regulatory Change

Senate Bill 94 prohibits individuals or corporations from charging advance fees to borrowers in
connection with a loan modification, and requires those who wish to charge a fee for loan
modification services to provide a notice to borrowers regarding other options available to the
borrower. Specifically, the bill:

@l requires that the notice be provided in 14 point type and that a translated copy be
provided to borrowers in cases where the loan modification is negotiated in Spanish,
Korean, Vietnamese, Tagalog, or Chinese;

il provides that a violation of the advanced fee and notice requirements is a public offense,
punishable by a fine not exceeding $10,000 for an individual or $50,000 for a
corporation, or by imprisonment in a county jail for up to one year, or by both a fine and
imprisonment;

sl authorizes the Department of Real Estate (DRE) to enforce violations of the sections of
the Civil Code relating to mortgages; and

@l prohibits any California Finance Lender Law licensee from making a materially false or
misleading statement or representation to a borrower about the terms or conditions of
that borrower's loan, when making or brokering the loan.

The bill passed the Assembly and the Senate, and became law on October 11, 2009.
http://www.leginfo.ca.gov/pub/09-10/bill/sen/sb 0051-0100/sb 94 bill 20090723 amended asm v92.html

! The Secure and Fair Enforcement for Mortgage Licensing Act (S.A.F.E Act) is a federal act that was signed into law on
July 30, 2008, which requires all states to have a licensing system in place for mortgage loan originators by July 31, 2009.
State laws must meet the minimum standards for loan originators as set forth in the S.A.F.E Act.


http://www.leginfo.ca.gov/pub/09-10/bill/sen/sb_0001-0050/sb_36_bill_20081218_introduced.html
http://www.leginfo.ca.gov/pub/09-10/bill/sen/sb_0051-0100/sb_94_bill_20090723_amended_asm_v92.html

Colorado: An Act Concerning a Delay in the Foreclosure of Residential Property For
Eligible Borrowers, H.B. 1276

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

This bill allows an eligible borrower to defer a foreclosure sale on a residential property for 90
days. The borrower must contact a foreclosure counselor within 20 days after the notice of
election and demand, the document that starts the foreclosure process, is received by the public
trustee of the county in which the property is located. Eligible foreclosure counselors are housing
counselors employed by an agency approved by the United States Department of Housing and
Urban Development, including housing counselors affiliated with the Colorado Foreclosure Hotline
and the Hope for Homeowners Hotline.

According to House Bill 1276, if a loan holder receives notice that a borrower is eligible for a loan
deferment, the loan holder must defer the foreclosure for 90 days. The bill identifies criteria that
a foreclosure counselor must consider when determining whether a borrower is eligible for a loan
deferment. The borrower is required to make payments during the 90-day deferment period
equal to two-thirds of the monthly payment due prior to delinquency, plus one-twelfth of the
annual amount due for taxes and insurance. The bill contains a sunset provision date of June 30,
2011. House Bill 1276 was signed into law on June 2, 2009.
http://www.leg.state.co.us/Clics/CLICS2009A/csl.nsf/BillFoldersHouse?OpenFrameSet

Connecticut: An Act Concerning Mortgage Practices, S.B. 949

Focus: Mortgage Lending

Type: Regulatory Change

This bill creates the crime of residential mortgage fraud, and provides that a person who commits
a single act of residential mortgage fraud is guilty of a class D felony with penalties of up to
$5,000, up to five years in prison, or both. A person who commits two or more acts or residential
mortgage fraud is guilty of a class C felony, which carries a penalty of up to a $10,000 fine, up to
10 years in prison, or both. The bill also extends the Banking Commissioner’s authority to adjust
interest rate parameters for nonprime loans for one year and modifies the interest rate that
makes a home loan nonprime. The legislation was signed into law on July 7, 2009.
http://www.cga.ct.gov/2009/BA/2009SB-00949-R01-BA.htm

Delaware: An Act to the Amend Delaware Code Relating to Compensation Received
by Mortgage Loan Brokers and Licensed Lenders for Mortgage Loan Modification
Services, H.B. 149

Focus: Mortgage Lending

Type: Amendment to Code

House Bill 149 limits compensation received by mortgage loan brokers and licensed lenders who
engage in mortgage loan modification services for homeowners. The legislation defines mortgage
loan modification services as services provided as an intermediary between an individual and one
or more mortgage loan creditors for the repayment of a mortgage loan on terms more favorable
to the individual than the terms of the original mortgage loan, an arrangement to delay, prevent,
remedy, eliminate or discharge any default on the terms of a mortgage loan, or the sale of any
property incident to a foreclosure or other judicial proceeding based on a mortgage loan.


http://www.leg.state.co.us/Clics/CLICS2009A/csl.nsf/BillFoldersHouse?OpenFrameSet
http://www.cga.ct.gov/2009/BA/2009SB-00949-R01-BA.htm

The bill prohibits a licensee from receiving any compensation for mortgage loan modification
services prior to the execution of a written contract that describes in detail the services that the
licensee will perform and all compensation that the licensee will receive for those services, which
is limited to $250. The bill passed both houses and was signed into law on July 8, 2009.
http://legis.delaware.gov/LIS/L1S145.NSF/vwLegislation/HB+149?0pendocument

Indiana: An Act to Amend the Indiana Code Concerning Trade Regulation, H.B. 1176
Focus: Regulatory Change

Type: Mortgage Lending

House Bill 1176 prohibits prepayment penalties on first lien mortgage transactions or a home
loan that was closed after June 30, 2009 and has an interest rate that is subject to change during
the term of the loan. The bill also provides that the annual report provided by the Mortgage
Lending and Fraud Prevention Task Force to the Legislative Council must include the following
information for the most recent state fiscal year:

sl the number of complaints or reports received by the Attorney General's Homeowner
Protection Unit concerning suspected violations of the prohibition against corrupting or
improperly influencing a real estate appraiser or an appraisal;

i a breakdown of the sources of the complaints or reports, based on the complainants'
interest in or relationship to the real estate transactions upon which the complaints or
reports are based; and

il a description of any disciplinary or enforcement actions taken, or criminal prosecutions
pursued, in connection with the complaints or reports received.

The bill sets forth certain penalties and enforcement procedures for violations of the provisions
concerning real estate appraisals.
http://www.in.gov/legislative/bills/2009/HE/HE1176.1.html

Kentucky: An Act Relating to Mortgages, H.B. 106

Focus: Mortgage Lending

Type: Regulatory Change

This legislation changes the licensing requirements for certain mortgage lenders in the state.

It amends the Kentucky Code to create definitions for compliance with the federal S.A.F.E.
Mortgage Licensing Act of 2008 and establishes new requirements for mortgage loan companies
and mortgage loan brokers. The bill also establishes licensing requirements for mortgage loan
originators and mortgage loan processors and prohibits transaction of business in Kentucky as a
mortgage loan company or mortgage loan broker without the required licensing unless
specifically exempted. This bill was signed into law March 27, 2009.
http://www.Irc.ky.gov/record/09RS/HB106.htm



http://legis.delaware.gov/LIS/LIS145.NSF/vwLegislation/HB+149?Opendocument
http://www.in.gov/legislative/bills/2009/HE/HE1176.1.html
http://www.lrc.ky.gov/record/09RS/HB106.htm

Maine: An Act to Conform State Mortgage Laws to Federal Laws, L.D. 1439

Focus: Mortgage Lending

Type: Amendment to Code

Legislative Draft 1439 conformed Maine mortgage lending laws with federal laws in order to bring
the state into compliance with the federal S.AF.E laws. The bill was signed into law on June 11,
2009.

http://www.mainelegislature.org/legis/bills/bills 124th/billtexts/SP052301.asp

Maryland: An Act Concerning Credit Regulation and Mortgage Loans, H.B. 1535
Focus: Mortgage Lending

Type: Amendment to Code

House Bill 1535 prohibits lenders from making mortgage loans without giving due regard the
borrower’s ability to repay the mortgage loan in accordance with its terms, including the fully
indexed rate of the mortgage loan, if applicable, and property taxes and homeowner’s insurance
whether or not an escrow account is established for the collection and payment of these
expenses. Lenders must consider the borrower’s debt to income ratio, including existing debts
and other obligations and verify the borrower’s gross monthly income and assets by review of
third—party written documentation reasonably believed by the lender to be accurate and
complete.

The bill exempts mortgage loans that are approved for government guaranty by the Federal
Housing Administration, the Veterans Administration, the United States Department Of
Agriculture, the Maryland Department of Housing and Community Development, or the
Community Development Administration, or that refinances an existing mortgage loan if the
refinanced mortgage loan is offered under the Federal Homeowner Affordability and Stability Plan
and is made available by the Federal Home Loan Mortgage Corporation or the Federal National
Mortgage Association. The bill passed the Maryland legislature and was signed into law on April
14, 2009.

http://mlis.state.md.us/2009rs/bills/hb/hb1535t. pdf

Montana: An Act to Prohibit Real Property Insurance in Amount Greater Than Value
of Improvements, S.B. 375

Focus: Mortgage Lending

Type: Amendment to Code

Senate Bill 375 prohibits a state bank, credit union, or mortgage lender from requiring a
borrower, as a condition of obtaining or maintaining a loan secured by real property, to provide
insurance on improvements to real property in an amount that exceeds the reasonable
replacement value of the improvements. The bill was signed into law April 20, 2009.
http://data.opi.mt.gov/bills/2009/billhtml/SB0375.htm



http://www.mainelegislature.org/legis/bills/bills_124th/billtexts/SP052301.asp
http://mlis.state.md.us/2009rs/bills/hb/hb1535t.pdf
http://data.opi.mt.gov/bills/2009/billhtml/SB0375.htm

New Jersey: Reform of the New Jersey Licensed Lender Act, A.B. 3816

Focus: Mortgage Lending

Type: Regulatory Change

This bill represents a reform of the licensed lending activities currently regulated under the New
Jersey Licensed Lenders Act covering mortgage loans and consumer loans of $50,000 or less.
The reforms are largely focused on mortgage activities, and undertaken in response to new
federal law requirements set forth under the S.A.F.E. Mortgage Licensing Act of 2008.
Specifically, this federal law mandates the establishment of new state licensing standards,
business practices, and oversight for individuals acting as mortgage loan originators, and applies
to loan activities in both the primary and secondary mortgage loan markets.

Assembly Bill 3816 revises and supplements the current New Jersey Licensed Lenders Act,
creating two separate regulatory schemes, with one part dedicated to mortgage activities, titled
the New Jersey Residential Mortgage Lending Act, and the other reorganizing those remaining
provisions which concern non-mortgage lending activities, titled the New Jersey Consumer
Finance Licensing Act.

The bill also addresses licensing standards, business practices, and oversight for the newly
designated residential mortgage lenders, residential mortgage brokers, and mortgage loan
originators. The bill was signed into law May 4, 2009.
http://www.njleg.state.nj.us/2008/Bills/AL09/53 .HTM

New Mexico: New Mexico Mortgage Loan Originator Licensing Act, H.B. 316

Focus: Mortgage Lending

Type: Regulatory Change

This legislation prohibits mortgage loan originators, loan processors, and underwriters who
operate as independent contractors in New Mexico from conducting business without annually
obtaining and maintaining annually a license, based on the standards set forth by the federal
S.A.F.E Mortgage Licensing Act of 2008. In order to meet the pre-licensing education
requirement of the New Mexico Mortgage Loan Originator Licensing Act, an individual must
complete at least 20 hours of education:

sl three hours of federal law and regulations;

sl three hours of ethics, including instruction on fraud, consumer protection and fair lending
issues;

Bi two hours of training related to lending standards for the nontraditional mortgage
product marketplace; and

@l three hours of New Mexico law and administrative rules.

The bill was signed into law April 6, 2009.
http://legis.state.nm.us/Ics/ session.aspx?Chamber=S&LegType=B&LegNo=342&year=09

New Mexico: No Mobile home Purchase Prepayment Penalty, H.B. 862

Focus: Mortgage Lending

Type: Amendment to Code

House bill 862 amends the New Mexico code relating to loan prepayment penalties. The bill adds
loans on mobile homes, and other purchase contracts, as additional types of lending in which


http://www.njleg.state.nj.us/2008/Bills/AL09/53_.HTM
http://legis.state.nm.us/lcs/_session.aspx?Chamber=S&LegType=B&LegNo=342&year=09
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prepayment penalties are not enforceable. It also includes prepayment of an installment payment
in the current law which pertains to prepayment of the balance of the loan. The bill was signed
into law during the legislative session. The bill was signed into law April 7, 2009.
http://legis.state.nm.us/LCS/ session.aspx?Chamber=H&LegType=B&LegNo=862&year=09

Nevada: An Act Related to Mortgage Lending, H.B. 151

Focus: Mortgage Lending

Type: Regulatory Change

House Bill 151 requires a financial institution offering nontraditional mortgage loan products to
make certain written disclosures to a borrower with respect to a nontraditional loan secured by a
lien on real property and to certify to the Commissioner of Financial Institutions that the
disclosures have been made.

Under the bill, the financial institution must contract with a nonprofit or government-operated
consumer credit counseling or housing counseling agency or a nonprofit or government-operated
legal services agency to make the required certifications. A financial institution that fails to
comply is guilty of a misdemeanor.

The legislation also requires a mortgage broker to include a license number on each loan secured
by a lien on real property for which he engages in activity as a mortgage broker. If a mortgage
broker fails to comply, the Commissioner of Mortgage Lending may impose an administrative fine
of up to $10,000 and may place conditions on the license of the mortgage broker or suspend or
revoke the license. In addition, a mortgage broker who fails to comply is guilty of a
misdemeanor. The bill was signed into law May 29, 2009.
http://www.leg.state.nv.us/75th2009/Reports/history.cfm?ID=319

North Carolina: An Act to Update the Rate Spread and High Cost Home Loans
Statutes, H.B. 1222

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

This bill makes several changes to the definitions of rate spread and high cost home loans in the
North Carolina statute. A rate spread home loan is defined as a loan that is not an equity line of
credit, a construction loan, a reverse mortgage transaction, or a bridge loan with a term of 12
months or less, such as a loan to purchase a new dwelling where the borrower plans to sell a
current dwelling within 12 months.

A high-cost home loan is defined as a loan whose annual percentage rate exceeds each of the
following:

i the average prime offer rate for a comparable transaction? by one and one-half
percentage points or more, if the loan is secured by a first lien mortgage or deed of trust
or three and one-half percentage points or more, if the loan is secured by a subordinate
lien mortgage or deed of trust;

2 As of the date the interest rate for the loan is set.

10


http://legis.state.nm.us/LCS/_session.aspx?Chamber=H&LegType=B&LegNo=862&year=09
http://www.leg.state.nv.us/75th2009/Reports/history.cfm?ID=319
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il the conventional mortgage rate by one and three-quarters percentage points or more, if
the loan is secured by a first lien mortgage or deed of trust, or three and three-quarters
percentage points or more, if the loan is secured by a subordinate lien mortgage or deed
of trust; and

i the yield on U.S. Treasury securities having comparable periods of maturity by three
percentage points or more, if the loan is secured by a first lien mortgage or deed of trust,
or five percentage points or more, if the loan is secured by a subordinate lien mortgage
or deed of trust.

The bill prohibits a lender making a rate spread home loan to a borrower based on the value of
the borrower's collateral without due regard to the borrower's repayment ability, including the
borrower's current and reasonably expected income, employment, assets other than the
collateral, current obligations, and mortgage related obligations. The determination of repayment
ability must be made using the methodology and standards for the determination of a borrower's
repayment ability set forth in Title 12 of the Code of Federal Regulations and the Federal Reserve
Board's Official Staff Commentary on Regulation Z. The bill was signed into law August 7, 2009.
http://www.ncleg.net/Sessions/2009/Bills/House/HTML/H1222v5.html

Oregon: An Act Relating to Mortgage Transactions, H.B. 2188

Focus: Mortgage Lending

Type: Amendment to Code

House Bill 2188 prohibits a mortgage banker, mortgage broker or loan originator from
negotiating or making negative amortization loan without regard to the borrower's repayment
ability at the time the loan is made, including the borrower's current and reasonably expected
income, employment, assets other than the collateral, current obligations and mortgage related
obligations. The mortgage banker, mortgage broker or loan originator must verify the income
and assets of the borrower that will be relied on to evaluate the borrower's repayment ability.
The lender agrees to permit a borrower from time to time to borrow money, with the maximum
limit on the amount of each borrowing established by the loan agreement.

The bill also states that a negative amortization loan may not contain a prepayment penalty
beyond the first 24 months after the date on which the loan is made, and a creditor may not
collect a prepayment penalty on an existing negative amortization loan in return for or as a
consequence of refinancing or providing funds to refinance the negative amortization loan.
Finally, it details disclosure requirements for a mortgage banker, mortgage broker or loan
originator. The bill passed both Houses and was signed by Governor Ted Kulongoski on June 9,
2009.

http://www.leg.state.or.us/09reg/measures/hb2100.dir/hb2188.en.html

South Carolina: Enacting the South Carolina Mortgage Lending Act, S.B. 673

Focus: Mortgage Lending

Type: Regulatory Change

House Bill 3790 requires the licensing of a mortgage lender, loan originator, or someone acting
as a mortgage lender and establishes qualifications for licensure and grounds for revocation,
suspension, renewal, and termination. The bill, among other provisions, requires licensees to

11


http://www.ncleg.net/Sessions/2009/Bills/House/HTML/H1222v5.html
http://www.leg.state.or.us/09reg/measures/hb2100.dir/hb2188.en.html
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enroll in certain professional courses, have an additional year of work experience, and submit to
a fingerprint check for mortgage brokers and loan originators.

The bill also authorizes the South Carolina Department of Consumer Affairs to prescribe
administrative penalties including fines and injunctions and a criminal penalty, require certain
reports and filings, and provide for participation in a nationwide mortgage registry. The
legislation passed the House and Senate and became law without the Governor’s signature.
http://www.scstatehouse.gov/sess118 2009-2010/bills/3790.htm

Virginia: Mortgage Lender and Broker Act, H.B. 1776/ S.B. 1020

Focus: Mortgage Lending

Type: Regulatory Change

This legislation prohibits a mortgage broker from failing to use reasonable skill, care, and
diligence in exercising the broker's duty to make reasonable efforts to secure a mortgage loan
that is in the best interests of the applicant, considering the applicant's circumstances and loan
characteristics. A borrower who suffers a loss as a result of a breach of such duty may bring an
action to recover actual damages. The Senate version of the bill is identical. House Bill 1776 was
signed into law March 27, 2009.

http://legl.state.va.us/cqi-bin/legp504.exe?091+sum+HB1776S

Washington: Prevent or Reduce Owner-Occupied Foreclosure Program (PROOF), S.B.
6033

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Strategic Initiative

Senate Bill 6033 authorizes the excess funds available for the Smart Homeownership Choices
Program to be used for the Prevent or Reduce Owner-Occupied Foreclosure Program (PROOF).
The program was created to assist borrowers facing foreclosure by helping to keep borrowers in
their homes. Qualified borrowers are those who live in Washington State with emphasis on those
with incomes up to and including 140 percent of the county median income level. The PROOF
program provides a pool of unpaid volunteers from relevant professions, such as accountants,
bankers, and attorneys, who provide advice to borrowers in the mortgage work-out process.
Although The Governor vetoed the requirement that the Housing Finance Commission establish
an oversight committee, the bill passed the legislature in early June.
http://apps.leg.wa.gov/documents/billdocs/2009-10/Pdf/Bills/Session%20Law%202009/6033.SL.pdf

Washington: An Act Relating to Foreclosures on Deeds of Trust, H.B. 1942/S.B. 5810
Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

House Bill 1942 requires a mortgagee or beneficiary, before filing a notice of default, to contact
the borrower and assess the borrower's financial situation and explore alternatives to foreclosure,
unless the borrower has either surrendered the property, contracted with an entity or person
whose primary business is advising people who have decided to leave their homes on how to
extend the foreclosure process and avoid paying their mortgage, or the borrower has filed for
bankruptcy. In addition to the existing timeframes under the Deeds of Trust statutes, a

12
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mortgagee, trustee, beneficiary, or authorized agent may not file a notice of default until 30 days
after contacting, or attempting in due diligence to contact, the borrower.

The borrower must be provided the toll-free number of a housing counseling agency certified by
the U.S. Department of Housing and Urban Development. The borrower may designate a housing
counseling agency, attorney, or other advisor to discuss options with the mortgagee, beneficiary,
or agent. Any deed of trust modification or workout plan offered at the meeting must be
approved by the borrower. The bill also allows tenant of residential property that was sold in
foreclosure the right to 60 days written notice before the tenant may be removed from the
property. The bill passed and was signed into law on April 30, 2009. The provisions went into
effect on July 26, 2009.

http://apps.leg.wa.gov/billinfo/summary.aspx?bill=5810&year=2009

West Virginia: A Bill to Amend the Code of West Virginia, H.B. 3065/S.B. 425

Focus: Mortgage Lending

Type: Amendment to Code

House Bill 3065 amends the Virginia Code to prohibit a non-revolving consumer loan or consumer
credit sale secured by residential real estate from being refinanced or consolidated with a new
loan secured by residential real estate unless the new loan has a reasonable, tangible net benefit
to the borrower considering all of the circumstances, including the terms of both the new and the
refinanced loans, the cost of the new loan and the borrower's circumstances. The reasonable,
tangible net benefit must be documented in writing on a form prescribed by the commissioner
and maintained in the loan file. The bill was signed into law by the Governor on May 8, 2009.

http://www.legis.state.wv.us/bill _status/bills text.cfm?billdoc=hb3065%20intr.htm&yr=2009&sesstype=RS
&i=3065
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Pending Legislation

Arkansas: An Act to Provide Residential Tenants Relief from Foreclosure and Eviction
Proceedings, H.B. 2218

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

House Bill 2218 states that a tenant may not be evicted from the property under a law of this
state for 90 days following a foreclosure sale of the residential real property if the tenant is not in
default under a lease of the property. Under this bill, if the lien creditor does not negotiate with
the tenant in good faith, then the tenant is entitled to remain in possession of the property by
continuing to pay the monthly rent to the lien creditor. The bill was recommended for study in
the Interim (time between odd-numbered year legislative sessions) by the Joint Interim
Committee on Public Health, Welfare, and Labor.
http://www.arkleg.state.ar.us/assembly/2009/R/Bills/HB2218.pdf

California: An Act to Amend the Business and Professions Code, the Civil Code, and
the Financial Code, Relating to Lending, A.B. 2

Focus: Mortgage Lending

Type: Regulatory Change

This bill, which was introduced in a special legislative session, establishes higher-priced mortgage
loans as a new category of regulated loans. According to the legislative digest prepared by the
state, the bill would, among other things, limit prepayment penalties and prohibit provisions for
negative amortization. The bill would also prohibit a licensed person from making false,
deceptive, or misleading statements or representations in connection with higher-priced
mortgage loans and prohibit a mortgage broker who arranges higher-priced mortgage loans with
prepayment penalties from receiving a compensation that exceeds certain amounts.

Assembly Bill 2 also makes a violation of the provisions regulating higher-priced mortgage loans a
violation of the licensing law, and authorizes a licensing agency or the Attorney General to
enforce the provisions regulating higher-priced mortgage loans. The bill would authorize civil
penalties in an amount up to $10,000 against a licensed person who willfully and knowingly
violates the provisions regulating higher-priced mortgage loans, nullifies prepayment penalties or
yield spread premiums that violate these provisions, makes a licensed person who violates these
provisions liable to the borrower in the amount of the borrower's actual damages, and authorizes
the court to award court costs and attorney's fees to a prevailing plaintiff.

Finally, the bill establishes specified duties for mortgage brokers performing mortgage brokerage
services for higher-priced mortgage loans. The bill’s provisions would apply to higher-priced
mortgage loans originated on or after July 1, 2010. The bill is still pending in the Assembly.
http://www.leginfo.ca.gov/pub/09-10/bill/asm/ab_0001-0050/abx2 2 bill 20090205 introduced.html
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California: An Act Relating to Mortgage Lending, A.B. 34

Focus: Mortgage Lending

Type: Regulatory Change

This bill establishes a system of supervision, regulation, and enforcement of the mortgage
lending industry, including the following:

sl the authority to issue licenses to conduct business under this act, including the authority
on the part of the administering agency to promulgate rules and regulations or adopt
procedures necessary to the licensing of persons covered under this act;

i the authority to deny, suspend, condition, or revoke licenses;

i the authority to examine, investigate, and conduct enforcement actions as necessary to
carry out the intended purposes of this act, including the authority to subpoena
witnesses and documents, enter orders, including cease and desist orders, order
restitution and monetary penalties, and order the removal and ban of individuals from
office or employment; and

ii participation by the Department of Corporations and the Department of Real Estate in
the Nationwide Mortgage Licensing System and Registry.

The bill passed the Assembly but is still pending in the California Senate.
http://www.leginfo.ca.gov/pub/09-10/bill/asm/ab 0001-0050/ab 34 bill 20081201 introduced.html

California: An Act to Add to the Civil Code, Relating to Real Property, A.B. 331
Focus: Mortgage Lending

Type: Regulatory Change

Assembly Bill 331 requires a landlord to disclose any of the following circumstances to a
prospective tenant before the execution of a rental agreement:

Bi any outstanding notice of default, or notice of trustee's sale;

@l any pending suit to foreclose a mortgage, trust deed, or vendor's lien under a contract of
sale;

il any pending declaration of forfeiture or suit for specific performance of a contract of
sale; or

B any pending proceeding to foreclose a tax lien.

This bill would exempt apartments by limiting disclosure to a rental agreement for a single-family
or multifamily dwelling unit, not to exceed four units. It also would allow a tenant to recover
twice the actual damages or twice the monthly rent, whichever is greater, and all pre-paid rent, if
their tenancy terminates as the result of a circumstance that the landlord was required to
disclose but did not. The bill passed the Assembly and is pending in the Senate Judiciary
Committee.

http://www.leginfo.ca.gov/cgi-bin/postquery?bill number=ab 331&sess=CUR&house=B&author=hall
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California: An Act to Amend, Repeal, and Add Sections of the Revenue and Taxation
Code, A.B. 902

Focus: Mortgage Lending

Type: Tax Credit

Assembly Bill 902 allows a credit for the purchase as a primary residence of a foreclosed dwelling
by a taxpayer whose annual gross income is equal to or less than 120 percent of the area median
income for taxable years beginning on or after January 1, 2009, and before January 1, 2012. The
credit is limited to $3,000, which is otherwise equal to two percent of the amount paid or
incurred for a qualified residence that is a principal residence. The bill is pending in the Assembly
Committee on Revenue and Taxation.

http://www.leginfo.ca.gov/pub/09-10/bill/asm/ab 0901-

0950/ab 902 bill 20090414 amended asm v98.html

Georgia: A Bill Relating to the Offense of Residential Mortgage Fraud, H.B. 42
Focus: Mortgage Lending

Type: Regulatory Change

This bill makes mortgage fraud a criminal offense in the state of Georgia. A person commits the
offense of residential mortgage fraud when he or she:

s knowingly makes, uses, or facilitates the use of any deliberate misstatement,
misrepresentation, or omission during the mortgage lending process with the intention
that it be relied on by a mortgage lender, borrower, or any other party to the mortgage
lending process;

#l receives any proceeds or any other funds in connection with a residential mortgage
closing that such person knew resulted from a violation the statute

il files or causes to be filed with the official registrar of deeds of any county of this state
any document such person knows to contain a deliberate misstatement,
misrepresentation, or omission; or

s knowingly uses or facilitates the use of any deliberate misstatement, misrepresentation,
or omission for the purpose of obtaining remuneration from a homeowner where such
homeowner's residence is subject to the mortgage foreclosure process and in reliance
upon such deliberate misstatement, misrepresentation, or omission, the homeowner pays
such person any amount to prevent or forestall the foreclosure when, in fact, such
person is not reasonably able to prevent or forestall the foreclosure.

The bill is still pending in the House of Representatives.
http://www.legis.state.ga.us/legis/2009 10/fulltext/hb42.htm

Georgia: An Act to Amend the Georgia Fair Lending Act, H.B. 54

Focus: Mortgage Lending

Type: Regulatory Change

The Georgia Fair Lending Act makes all home loans subject to several limitations and prohibited
practices. Lenders are prohibited from using a home loan to finance, directly or indirectly any
credit life, credit accident, credit health, credit personal property, or credit loss-of-income
insurance, debt suspension coverage or debt cancellation coverage that provides for cancellation
of all or part of a borrower's liability in the event of loss of life, health, personal property, or
income or in the case of accident written in connection with a home loan.

16


http://www.leginfo.ca.gov/pub/09-10/bill/asm/ab_0901-0950/ab_902_bill_20090414_amended_asm_v98.html
http://www.leginfo.ca.gov/pub/09-10/bill/asm/ab_0901-0950/ab_902_bill_20090414_amended_asm_v98.html
http://www.legis.state.ga.us/legis/2009_10/fulltext/hb42.htm

17

Creditors and loan servicers are also prohibited from recommending or encouraging default on an
existing loan or other debt prior to and in connection with the closing or planned closing of a
home loan that refinances all or any portion of such existing loan or debt and charging a
borrower a late payment charge unless the loan documents specifically authorize the charge, the
charge is not imposed unless the payment is past due for ten days or more, and the charge does
not exceed five percent of the amount of the late payment.> The bill also prohibits loan flipping,
and defines the term.*

The bill also contains provisions regulating high cost home loans, and prevents:

il prepayment fees or penalties not provided for in the loan documents for a high-cost
home loan charged to the borrower after the last day of the 24th month following the
loan closing or which exceed in the aggregate in the first 12 months after the loan
closing, more than two percent of the loan amount prepaid; or more than one percent of
the amount prepaid in the second 12 months after the loan closing;

i a scheduled payment that is more than twice as large as the average of earlier scheduled
payments;>

il payment terms under which the outstanding principal balance will increase at any time
over the course of the loan because the regular periodic payments do not cover the full
amount of interest due;

i provision that increases the interest rate after default. This provision does not apply to
interest rate changes in a variable rate loan otherwise consistent with the provisions of
the loan documents, provided the change in the interest rate is not triggered by the
event of default or the acceleration of the indebtedness; and

s terms under which more than two periodic payments required under the loan are
consolidated and paid in advance from the loan proceeds provided to the borrower.

The bill is still pending in the Senate Banking and Financial Institutions Committee.
http://www.legis.state.ga.us/legis/2009 10/sum/sb54.htm

Georgia: A Bill Relating to Conveyances to Secure Debt In General, H.B. 264

Focus: Mortgage Lending

Type: Amendment to Code

Georgia House Bill 264 makes prepayment premiums, prepayment charges, and prepayment fees
in residential mortgages void and unenforceable. In addition, the bill prohibits negative

3 A late payment charge may not be imposed more than once with respect to a single late payment and no late payment
charge may be charged with respect to any subsequent payment that would have been a full payment but for the
previous default or the imposition of the previous late payment charge.

“The home loan refinancing transaction shall be presumed to be a flipping where a covered home loan refinances an
existing home loan that was consummated within the prior five years and that is a special mortgage originated,
subsidized, or guaranteed by or through a state, tribal, or local government or a nonprofit organization, which either
bears a below-market interest rate at the time the loan was originated or has nonstandard payment terms beneficial to
the borrower, such as payments that vary with income, are limited to a percentage of income, or where no payments are
required under specified conditions and where, as a result of the refinancing, the borrower will lose one or more of the
benefits of the special mortgage.

5 This provision does not apply when the payment schedule is adjusted to the seasonal or irregular income of the
borrower.
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amortization and makes any amount of indebtedness in a promissory note that is secured by a
residential mortgage that is derived from negative amortization void and unenforceable.

Lenders are further prohibited from offering residential mortgage loans unless the borrower's
ability to repay the indebtedness is independently verified by the loan originator. Finally, the
originator of the loan secured by a residential mortgage may not receive any compensation in the
form of a yield spread premium, yield differential, or service release fee. The bill is pending in the
House of Representatives.

http://www.legis.state.ga.us/legis/2009 10/sum/hb264.htm

Georgia: An Act Relating to Property, H.B. 340

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Regulatory Change

This bill prohibits a sheriff or deputy from evicting any debtor or tenant from any residential
property upon the demand of a secured creditor exercising a power of sale contained in a
mortgage, deed, or other lien contract without proof that the tenants or debtors were given at
least 30 days prior to the date of eviction. The bill is pending in the House of Representatives.
http://www.legis.ga.gov/legis/2009 10/fulltext/hb340.htm

Georgia: Stop Mortgage Foreclosure Rescue Fraud Act of 2009, H.B. 508

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Regulatory Change

House Bill 508 details the disclosure forms that rescue programs must offer, and includes an
example. The agreement must include the name and address of the person providing
foreclosure-related rescue services, the exact nature and specific detail of each service to be
provided, the total amount and terms of charges to be paid by the homeowner for the services,
and the date of the agreement.

Further, the bill states that in the course of offering or providing foreclosure-related rescue
services, a foreclosure-rescue consultant may not engage in or initiate foreclosure-related rescue
services without first executing a written agreement, or solicit, charge, receive, or attempt to
collect or secure payment for foreclosure-related rescue services before completing or performing
all services contained in the agreement for foreclosure-related rescue services. A person who
violates any provision of this section commits an unfair and deceptive trade practice and violates
the Fair Business Practices Act, and may be subject to a penalty of up to $30,000 per violation.
The bill is still pending in the House of Representatives.

http://www.legis.state.ga.us/legis/2009 10/fulltext/hb508.htm

Georgia: An Act Relating to the Georgia Fair Lending Act, S.B. 57

Focus: Mortgage Lending

Type: Amendment to Code

This bill amends the Georgia Fair Lending Act to include mortgage brokers as creditors regulated
under the act, and subjects certain types of home loans to limitations. All home loans shall be
subject to the following limitations and prohibited practices:
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il no creditor shall make a home loan that finances, directly or indirectly:

o any credit life, credit accident, credit health, credit personal property, or credit
loss-of-income insurance, debt suspension coverage, or debt cancellation
coverage, whether or not such coverage is insurance under applicable law, that
provides for cancellation of all or part of a borrower's liability in the event of loss
of life, health, personal property, or income or in the case of accident written in
connection with a home loan; or

o any life, accident, health, or loss-of-income insurance without regard to the
identity of the ultimate beneficiary of such insurance; although any premiums or
charges calculated and paid on a monthly basis are not be considered financed
directly or indirectly by the creditor.

A creditor or servicer also may not charge a borrower a late payment charge unless the loan
documents specifically authorize the charge, the charge is not imposed unless the payment is
past due for ten days or more, and the charge does not exceed five percent of the amount of the
late payment. Prepayment penalties, negative amortization, and yield spread premiums are also
prohibited. The bill passed the Senate but is still pending in the House.
http://www.legis.state.ga.us/legis/2009 10/versions/sb57 LC 29 3879S hss 8.htm

Hawaii: An Act Relating to Foreclosures, H.B. 304

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

This legislation amends the Hawaii Statutes in order to allow more time to a defaulting mortgagor
facing foreclosure. The bill would allow courts to halt foreclosures for an undetermined number
of days, as well as changes the number or days before a foreclosed property can be put up for
sale. The bill was held over until the 2010 legislative session.
http://www.capitol.hawaii.gov/session2009/Bills/HB304 .HTM

Hawaii: An Act Relating to Real Property, H.B. 331/S.B. 704

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

House Bill 304 requires any person who forecloses on any rental housing property to notify, by
way of certified or registered mail, any tenants or subtenants residing in the rental housing
property. The bill details the language that must be contained within the notice advising the
tenant of their rights should the property be sold in foreclosure. The bill also requires the new
property owners to give tenants either a new lease or rental agreement, or a 60-day eviction
notice. The bill was held over until the 2010 legislative session.
http://www.capitol.hawaii.gov/session2009/lists/measure _indiv.aspx?billtype=HB&billnumber=331
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Hawaii: An Act Relating to the Residential Landlord-Tenant Code, H.B. 525

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

House Bill 525 subjects the mortgagee in possession or the purchaser of the rental unit to the
rental agreement between the former landlord and tenant until the agreement expires. The bill
was held over until the 2010 legislative session.
http://www.capitol.hawaii.gov/session2009/lists/measure _indiv.aspx?billtype=HB&billnumber=525

Illinois: An Act Concerning Financial Regulation, H.B. 537

Focus: Mortgage Lending

Type: Amendment to Code

House Bill 537 amends the Residential Mortgage License Act of 1987 by prohibiting any licensee
from making, providing, or arranging a mortgage loan with a prepayment penalty. The Act
previously allowed prepayment penalties under certain conditions. The bill is pending in the
Senate Committee on Assignments.
http://www.ilga.gov/legislation/fulltext.asp?DocName=&SessionId=76&GA=96&DocTypeld=HB&DocNum=5
37&GAID=10&LegID=40919&SpecSess=&Session=

Illinois: An Act Concerning Financial Regulation, H.B. 856

Focus: Amendment to Code

Type: Mortgage Lending

House Bill 856 also amends the Residential Mortgage License Act of 1987, though it amends a
different section than House Bill 537. The bill adds a section requiring a licensee seeking to
transfer or sell the servicing of a residential mortgage to retain a 25 percent interest in the
servicing of the residential mortgage. The bill is currently pending in the House Rules Committee.
http://www.ilga.gov/legislation/fulltext.asp?DocName=&SessionId=76&GA=96&DocTypeld=HB&DocNum=8
56&GAID=10&LegID=42372&SpecSess=&Session=

Illinois: An Act Concerning State Government, H.B. 1094

Focus: Mortgage Lending

Type: Strategic Initiative

House Bill 1094 amends the Illinois Housing Development Act. Under this bill, the Illinois Housing
Authority must use at least $1 billion of its borrowing authority to refinance residential
adjustable-rate mortgages with increased interest rates that take effect within five years after the
effective date of this bill. It also states that the Authority must work with entities in the private
sector to make and manage the loans. The bill is pending in the House Rules Committee.
http://www.ilga.gov/legislation/fulltext.asp?DocName==&SessionId=76&GA=96&DocTypeld=HB&DocNum=1
094&GAID=10&LegID=42773&SpecSess=&Session=

Illinois: An Act Concerning Business, H.B. 2084

Focus: Mortgage Lending

Type: Amendment to Code

House Bill 2084 amends the High Risk Loan Act in reference to ability to repay. The bill states
that a creditor or broker may not transfer, deal in, offer, or make a high risk home loan if the
creditor or broker does not believe at the time the loan is consummated that the borrower will be
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able to make the scheduled payments to repay the obligation based upon a consideration of his
or her current and expected income, current obligations, employment status, and other financial
resources (other than the borrower's equity in the dwelling that secures repayment of the loan).

Under this bill, @ borrower is presumed to be able to repay the loan if, at the time the loan is
consummated, or at the time of the first rate adjustment, in the case of a lower introductory
interest rate, the borrower's scheduled monthly payments on the loan (including principal,
interest, taxes, insurance, and assessments), combined with the scheduled payments for all other
disclosed debts, do not exceed 50 percent of the borrower's monthly gross income. The bill is
pending in House Rules Committee.
http://www.ilga.gov/legislation/fulltext.asp?DocName=&SessionId=76&GA=96&DocTypeld=HB&DocNum=2
084&GAID=10&LegID=43844&SpecSess=&Session=

Illinois: An Act Concerning Employment, H.B. 3751

Focus: Mortgage Lending

Type: Strategic Initiative

House Bill 3751 amends the Illinois Worker Adjustment and Retraining Notification Act. The
legislation provides that, if an employer orders a mass layoff, relocation, or employment loss and
fails to notify employees, the employee may suspend interest payments on a home mortgage for
180 days and pay the deferred interest in equal installments over the remaining term of the
mortgage loan. The bill was re-referred to the House Rules Committee when the session ended,
where it is still pending.

http://www.ilga.gov/legislation/96/HB/09600HB3751.htm

Illinois: An Act Concerning Financial Regulation, S.B. 251

Focus: Mortgage Lending

Type: Amendment to Code

Senate Bill 251 amends the Residential Mortgage License Act of 1987 and the Residential Real
Property Disclosure Act provisions concerning borrower income verification. The bill provides that
stated income should be accepted only if there are mitigating factors that clearly minimize the
need for direct verification of ability to repay or the licensee is originating the loan directly for a
federally insured financial institution that is subject to applicable federal regulation. Loans
qualified to be processed through the automated underwriting system of Fannie Mae or Freddie
Mac or that are a refinance of a FHA loan which only reduces the interest rate and reduces the
loan payment for the borrower without additional borrower cost are exempt from the provisions
in the legislation. The bill is still pending in the Illinois Senate.

http://www.ilga.gov/legislation/billstatus.asp?DocNum=251&GAID=10&GA=96&DocTypelD=SB&LegID=408
93&SessionID=76

Massachusetts: An Act Relative to Preserving Homeownership, S.B. 471

Focus: Mortgage Lending

Type: Amendment to Code

Senate Bill 471 requires a mortgagee or mortgage servicer to accept a partial payment from a
borrower to apply to mortgage debt, if the mortgage loan has high points, fees or interest or is a
mortgage loan having the following characteristics:

@l adjustable rate loans with an introductory period of three years or less;
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il a debt-to income ratio in excess of 50 percent of recurring debt under the fully indexed
rate;

i the loan was approved on a stated income basis;

il interest only loans;

il the loan-to-value ratio is 100 percent; or

il the loan carries pre-payment penalties of greater than three months interest.

The partial payment is to be applied in the following priority order: interest, principal, and any
taxes and insurance that the mortgagee or mortgage servicer is obligated to pay on the
mortgage loan on behalf of the borrower. The bill restricts the ability of borrowers to make
partial payments to no more than two partial payments in a 12-month period, and the partial
payments may not be made in consecutive months. Finally, the bill prohibits late fees in
connection with a partial payment or deficiency payment. Senate Bill 471 is currently pending in
the Joint Committee on Financial Services.
http://www.mass.gov/legis/bills/senate/186/st00/st00471.htm

Michigan: Consumer Mortgage Protection Act, H.B. 4585

Focus: Mortgage Lending

Type: Amendment to Code

House Bill 4585 amends the Consumer Mortgage Protection Act. Under this bill, a creditor may
not directly or indirectly finance any points or fees in excess of two percent of the loan amount in
connection with a high-cost home loan or include in the loan documents for a high-cost home
loan or charge a borrower in a high-cost home loan any prepayment fees or penalties.

The bill further prohibits a high-cost home loan from containing a scheduled payment that is
more than twice as large as the average of earlier scheduled payments, unless payment schedule
is adjusted to the seasonal or irregular income of the borrower, include payment terms under
which the outstanding principal balance or accrued interest will increase at any time over the
course of the loan because the regularly scheduled periodic payments do not cover the full
amount of interest due, nor include terms under which more than two periodic payments
required under the loan are consolidated and paid in advance from the loan proceeds provided to
the borrower. A high-cost home loan also may not contain a provision that increases the interest
rate after default, except interest rate changes in a variable rate loan otherwise consistent with
the provisions of the loan documents, if the change in the interest rate is not triggered by the
event of default or the acceleration of the indebtedness.

This legislation also prohibits a creditor from making a high-cost home loan without first receiving
certification from a counselor from an independent nonprofit organization approved by the United
States Department of Housing And Urban Development, a state housing financing agency, or the

regulatory agency that has jurisdiction over the creditor. A counselor or counseling agency that is
affiliated with a mortgage broker or mortgage lender is not considered an independent nonprofit

organization.

Creditors are also prohibited from paying a contractor under a home-improvement contract from

the proceeds of a high-cost home loan, unless the instrument is payable to the borrower or
jointly to the borrower and the contractor or, at the election of the borrower, through a third-
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party escrow agent in accordance with terms established in a written agreement signed by the
borrower, the creditor, and the contractor before the disbursement. A creditor also cannot charge
a borrower a fee or other amount to modify, renew, extend, or amend a high-cost home loan or
to defer any payment due under the terms of a high-cost home loan.

Finally, a high-cost home loan document that creates a debt or an interest in property to secure a
debt shall include the following notice, printed conspicuously on the face of the document:
Notice: This is a high-cost home loan subject to special rules under state law. A purchaser or
assignee of this high-cost home loan may be liable for all claims and defenses of the borrower
with respect to the home loan. The bill is pending in the House Banking and Financial Services,
where it will remain until the second half of the biennium begins in 2010.
http://www.legislature.mi.gov/documents/2009-2010/billintroduced/House/htm/2009-HIB-4585.htm

Michigan: Borrowers Bill of Rights, H.B. 4586

Focus: Mortgage Lending

Type: Amendment to Code

This bill also amends the Consumer Mortgage Protection Act, with respect to the Borrower’s Bill
of Rights. House Bill 4586 states that at the time a person applies home loan, a creditor must
provide the applicant the following document:

1. You have the RIGHT to shop for the best loan for you and compare the charges of
different mortgage brokers and lenders.

2. You have the RIGHT to be informed about the total cost of your loan including the
interest rate, points, and other fees.

3. You have the RIGHT to obtain a Good Faith Estimate of all loan and settlement charges
before you agree to the loan or pay any fees.

4. You have the RIGHT to know what fees are nonrefundable if you decide to withdraw
your loan application.

5. You have the RIGHT to ask your mortgage broker to explain exactly what the mortgage
broker will do for you.

6. You have the RIGHT to know how much the mortgage broker is getting paid by you and
the lender for your loan.

7. You have the RIGHT to ask questions about charges and loan terms that you do not
understand.

8. You have the RIGHT to a credit decision that is not based on your race, color, religion,
national origin, sex, marital status, age, or whether any income is derived from public
assistance.

9. You have the RIGHT to know the reason if your loan application is turned down.

House Bill 4586 is still pending in the House Committee on Banking and Financial Services where
it will remain until the second half of the biennium begins in 2010.
http://www.legislature.mi.gov/documents/2009-2010/billintroduced/House/htm/2009-HIB-4586.htm
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Michigan: A Bill to Amend the Consumer Mortgage Protection Act, H.B. 4587

Focus: Mortgage Lending

Type: Amendment to Code

House Bill 4587 also amends the Consumer Mortgage Protection Act. This bill prohibits a creditor
from directly or indirectly financing any credit life, credit disability, or credit unemployment
insurance in which the creditor is named as a beneficiary, any other life or health insurance, or
any payments directly or indirectly for any debt cancellation or suspension agreement or
contract.

Further, a creditor may not knowingly or intentionally make a home loan to a borrower that
refinances an existing home loan if the new loan does not have reasonable, tangible net benefit
to the borrower considering all of the circumstances, as defined in the legislation, nor can a
creditor recommend or encourage default or encourage a borrower to stop making payments on
an existing loan or other debt before and in connection with the closing or planned closing of a
home loan that refinances all or any portion of that existing loan or debt.

Finally, a creditor may not charge a borrower a late payment fee unless the loan documents
specifically authorize the fee, the fee is not imposed unless the payment is past due for ten days
or more, and the fee does not exceed five percent of the amount of the late payment. Creditors
also may not charge more than one late payment fee with for any single late payment. House Bill
4587 is still pending in the House Committee on Banking and Financial Services where it will
remain until the second half of the biennium begins in 2010.
http://www.legislature.mi.gov/documents/2009-2010/billintroduced/House/htm/2009-HIB-4587.htm

Minnesota: Home Values Guarantee Pilot Program, H.F. 2279

Focus: Mortgage Lending

Type: Loan Guarantee

House File 2279 creates the Home Values Guarantee Pilot Program to provide a five-year
guarantee from the state against declining property values in certain areas of the state. Eligible
participants may apply for enrollment of their property in the program. The property must:

il be located in one of the pilot program areas;

@l be purchased or to be purchased between July 1, 2009, and June 30, 2011, by a
buyer who intends to occupy the property as the buyer's single-family homestead;

il be in a physical condition that complies with all applicable building and housing codes, as
documented in a home inspection report conducted by a disinterested, qualified
inspector;

il be suitable for residential use only and not suitable for business or commercial use,
including agriculture;®

i have an appraised value of no less than $75,000 nor more than $300,000, or no less
than $30,000 nor more than $74,999 if the average property value for the municipality in
which the property is located is between $30,000 and $74,999, based on an appraisal by
a licensed and bonded professional appraiser with no conflict of interest with the
potential owner of the property; and

® The bill specifies that this provision does not disqualify a property used for home-based businesses that complies with
local zoning laws.
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i be purchased or proposed for purchase without a mortgage loan, or with a mortgage
loan made by a lender licensed to make residential mortgage loans in this state, that
includes an interest rate and monthly payment that are fixed for the full term of the loan’
and a downpayment of at least three and one-half percent and no more than $25,000,
by a borrower who meets mortgage loan underwriting criteria required for loans
guaranteed by the Federal Housing Administration.

The bill is still pending in the House Finance Committee, where it will remain until the second half
of the biennium session begins in 2010.
https://www.revisor.leg.state.mn.us/bin/bldbill.php?bill=ceH2279.1.htmI&session=1s86

Minnesota: An Act Providing a Tax Credit Advance Loan Program and Establishing a
First-Time Homebuyer Tax Credit Advance Loan Account, H.F. 2341

Focus: Mortgage Lending

Type: Tax Credit

House File 2341 authorizes the Minnesota Housing Finance Agency (MHFA) to develop and
implement a tax credit advance loan program for first-time homebuyers. The tax credit advance
loan is to be secured with a second mortgage on the home. To receive a loan, first-time
homebuyers must:

li be eligible for the federal first-time homebuyer credit;®

#i  have annual income less than 115 percent of the greater of the state or area median
income, as determined by the U.S. Department of Housing and Urban Development;

il use the loan in conjunction with a 30-year fixed rate home mortgage loan; and

@l agree to apply for the federal first-time homebuyer credit and use the credit refund to
repay the loan.

The maximum loan amount is $6,750 or eight and one-half percent of the purchase price of the
home, whichever is less. The bill also authorizes the MHFA to recapture revenue for first-time
homebuyers who fail to repay tax credit advance loans. The loan program remains in effect while
the federal first-time homebuyer credit is in effect. The bill is still pending in the House Finance
Committee, where it will remain until the second half of the biennium session begins in 2010.
http://www.legislature.mi.gov/documents/2009-2010/billintroduced/House/htm/2009-HIB-4587.htm

7 The requirement that the monthly mortgage payment be fixed does not apply to charges for escrowed property taxes,
homeowner's insurance, flood zone status monitoring, or similar charges required by the mortgage lenders that may vary
over the course of the loan.

8 The American Recovery and Reinvestment Act of 2009 expanded the first-time homebuyer credit by increasing the
credit amount to $8,000 for purchases made in 2009 before Dec. 1. The new Worker, Homeownership and Business
Assistance Act of 2009 extended the deadline further so taxpayers who have a binding contract to purchase a home
before May 1, 2010, are still eligible for the credit. Buyers must close on the home before July 1, 2010. For home
purchased in 2009, the credit does not have to be paid back unless the home ceases to be the taxpayer's main residence
within a three-year period following the purchase. Homebuyers who purchased a home in 2008, 2009 or 2010 may be
able to take advantage of the first-time homebuyer credit. The credit applies only to homes used as a taxpayer's principal
residence. The tax credit is fully refundable, meaning the credit will be paid out to eligible taxpayers, even if they owe no
tax or the credit is more than the tax owed.
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New Jersey: Teaser Rate Protection Act, A.B. 1764

Focus: Mortgage Lending

Type: Regulatory Change

Assembly Bill 1764 amends the New Jersey Homeownership Security Act of 2002 to include the
Teaser Rate Protection Act, an income verification provision. It prohibits creditors from making
home loans to borrowers without verifying and documenting the borrower’s reasonable ability to
pay the scheduled loan payments, which includes a reasonable inquiry concerning the borrower’s
current and expected income, financial obligations, and employment. For loans in which the
interest rate may vary, the reasonable ability to pay shall be determined based on a fully indexed
rate’ and a repayment schedule that achieves full amortization over the life of the loan. The bill is
pending in the Assembly Financial Institutions and Insurance Committee.
http://www.njleg.state.nj.us/2008/Bills/A2000/1764 11.HTM

New Jersey: An Act Concerning Mortgage Disclosures, A.B. 1879/S.B. 2561

Focus: Mortgage Lending

Type: Amendment to Code

The bill prohibits a creditor from making a home loan unless the creditor has delivered to the
borrower, at least seven days prior to the closing of the loan, a statement in writing, showing in
clear and distinct terms the amount and length of the loan, final maturity date, initial annual
percentage interest rate, the amount of the initial monthly payment, including principal, interest,
taxes, and insurance, and the amount of this payment expressed as a percentage of the
borrower’s annual gross income, and total points and fees to be paid.

If the home loan provides for the possibility of an increase in the annual percentage interest rate,
the creditor must also include on the statement the following items:

#l  maximum possible annual percentage interest rate;

il date the annual percentage interest rate could increase;

i  frequency with which the annual percentage interest rate and monthly payment could
increase;

#  maximum possible amount of monthly principal and interest payment, based on a fully
indexed rate, and the amount of this payment expressed as a percentage of the
borrower’s annual gross income; and

B maximum possible amount of monthly payment, including principal, interest, taxes, and
insurance premiums, based on a fully indexed rate, and the amount of this payment
expressed as a percentage of the borrower’s annual gross income.

The bill is still pending in the New Jersey Assembly.
http://www.njleg.state.nj.us/2008/Bills/A2000/1879 11.HTM

The bill defines fully indexed rate as the index rate prevailing at the time the home loan is originated, plus the margin
that will apply after the expiration of an introductory interest rate.

26


http://www.njleg.state.nj.us/2008/Bills/A2000/1764_I1.HTM
http://www.njleg.state.nj.us/2008/Bills/A2000/1879_I1.HTM

27

New Jersey: An Act Concerning the Mortgage Interest Liability of Persons Affected by
Certain Plant Closings, Transfers and Mass Layoffs, A.B.2934/S.B.1956

Focus: Mortgage Lending

Type: Amendment to Code

This bill allows an aggrieved employee or former employee of an employer who has been found
to be in violation of the Millville Dallas Airmotive Plant Job Loss Notification Act, also more
commonly referred to as the plant closing law, or the NJ WARN Act, to request a suspension of
the payment of interest on a mortgage loan that was secured by the person before entry of the
court order finding a violation of that act. The suspension would remain in effect for 180 days
from the date of the order and interest that was incurred during that time shall be paid, after the
expiration of the suspension, in equal installments over the remaining term of the mortgage loan.

To obtain the suspension, a person would submit to the mortgagee a written request which must
include a copy of the court order finding a violation of the plant closing law and an affidavit
stating that the person is an aggrieved employee or former employee of the employer named in
the order and further that the person is a mortgagor of the mortgage loan with respect to which
the request is being made. The bill applies only to persons domiciled in New Jersey and
mortgages securing a primary residence located in the state.
http://www.njleg.state.nj.us/2008/Bills/A3000/2934 11.HTM

New Jersey: An Act Concerning Residential Mortgage Lender and Broker Fees,

A.B. 3927

Focus: Mortgage Lending

Type: Amendment to Code

This bill, as amended, increases and clarifies the permissible categories of fees chargeable by
residential mortgage lenders and residential mortgage brokers created under the provisions of
the New Jersey Residential Mortgage Lending Act. A licensed residential mortgage lender is
authorized to charge only the following fees in connection with any mortgage loan transaction
not involving a secondary mortgage loan:

sl credit report fee;

i appraisal fee;

il application fee, except that a residential mortgage lender shall not charge a
application fee if a residential mortgage broker charges an application fee in
connection with the loan;

il commitment fee;

il warehouse fee;

il fees necessary to reimburse the residential mortgage lender for charges imposed
by third parties;

il discount points, disclosed as a percentage of the loan amount or a fraction
thereof, payable to reduce the interest rate on that loan;

il lock-in fee; and

#l origination fee, or alternatively, points, disclosed as a percentage of the loan
amount or a fraction thereof.
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The fees may be disclosed as a percentage of the loan amount or a fraction thereof, or as a flat
fee, and a portion of which may be disclosed as an origination fee to meet Federal Housing
Administration or Veterans Benefits Administration loan requirements, and which shall be payable
only at closing. The bill is pending in the Assembly.
http://assembly.state.ny.us/leg/?bn=A00257&sh=t

New Jersey: An Act Concerning Mortgages, S.B.1619

Focus: Mortgage Lending

Type: Regulatory Change

Senate Bill 1619 increases regulatory oversight and consumer protections concerning certain
mortgage products, mortgage lending, and mortgage foreclosure practices. This legislation
prohibits a mortgage banker, mortgage broker, or mortgage solicitor from engaging in the
secondary mortgage loan business or the consumer loan business without first obtaining a
license.?

The bill details parties that are exempt from the licensing requirement and the fee structure for
license applicants. It outlines penalties for violation of the act, as well as remediation strategies
for the affected parties. In addition, licensees must attend 24 hours of live classroom instruction.
Any person who violates any provisions of this act shall be subject to a penalty of $1,000 for the
first offense and not more than $5,000 for the second and each subsequent offense. The bill is
pending in the Senate Commerce Committee.

http://www.njleg.state.nj.us/2008/Bills/S2000/1619 I1.HTM

New York: An Act to Amend the Banking Law, A.B. 257/S.B. 2367

Focus: Mortgage Lending

Type: Amendment to Code

Assembly Bill 257 authorizes the Superintendent of Banks to develop, post on the Departments
website, print, and distribute in sufficient numbers to every licensed mortgage lenders and
banking organization a mortgage bill of rights pamphlet. A copy of the pamphlet must be given to
each person inquiring about a mortgage loan. Furthermore, no licensed mortgage lender or
banking organization may accept an application for a residential mortgage until applicant has
signed a statement that he or she has read and understands the mortgage bill pamphlet. The bill
passed the Assembly and is pending in the Senate Codes Committee.
http://assembly.state.ny.us/leg/?bn=A00257&sh=t

New York: An Act to Amend the Banking Law, In Relation to Enacting the Disclosure
in Lending Act, A.B. 1240

Focus: Mortgage Lending

Type: Amendment to Code

This bill amends the Banking Law by adding a new section which would require mortgage brokers
and mortgage originators to provide borrowers with a clear written depiction of the true costs of
a proposed loan, including monthly payments based on original and reset rates, estimated taxes
and insurance, as well as the generally accepted recommended monthly income which a
borrower should have to afford the loan.

10 A person licensed as a mortgage banker may act as a mortgage broker or mortgage solicitor, and a person licensed as
a mortgage broker may act as a mortgage solicitor.
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The bill also directs the New York State Banking Department (NYSBD) to establish pages on its
website with a mortgage affordability calculator and a warning on the risks of subprime
mortgage, and requires lenders and brokers engaging in subprime lending to maintain a link on
their own websites to the NYSBD subprime lending website pages, and provides remedies for
enforcing these provisions. The bill is pending in the Assembly Banking Committee, where it has
been since its introduction in January.

http://assembly.state.ny.us/leg/?bn=A012408&sh=t

New York: An Act to Amend the General Business Law, A.B. 3197

Focus: Mortgage Lending

Type: Amendment to Code

This bill amends the general business law to require any entity that provides mortgages to inform
its customers of the potential adverse effect mortgage rate shopping may have on the customer’s
credit ratings. Under this bill, any entity that provides mortgages to consumers is required to
notify any consumer of the effect of mortgage rate shopping prior to such entity requesting a
credit report on such customer. The entity must inform the consumer that mortgage rate
shopping may adversely affect the consumer's credit rating. The consumer must be given the
option of canceling his or her request to the entity. The legislation is pending in the Committee
on Consumer Affairs and Protection.

http://assembly.state.ny.us/leg/?bn=A031978&sh=t

New York: Home Equity Fraud Act, A.B. 3386

Focus: Mortgage Lending

Type: Amendment to Code

Assembly Bill 3386 enacts the Home Equity Fraud Act to control improper activities by home
improvement contractors and finance companies. The bill prohibits mortgage brokers or agents
from acting as home improvement contractors and provides additional protections for mortgagors
and home owners.

This bill institutes a series of changes in statute to prohibit mortgage lending to borrowers who
cannot afford the terms of the mortgage. It would also limit the fees that mortgage bankers and
brokers can charge on refinancing and would limit the enforceability of loans and mortgages
made in violation of the various provisions of this bill.

The bill also requires bankers and brokers to disclose whether the loan will be sold and if so to
whom it will be sold and thereafter prohibits any sale of the loan until 30 days after the
disclosures are made. It also requires bankers and brokers to give all borrowers a notice setting
forth their right to designate a third party to receive copies of all written communications
regarding the loan.

The bill prohibits the inclusion of a provision allowing for balloon payments, negative
amortizations and increased interest after default in any mortgage which refinances a primary
residence and it prohibits licensed lenders from accepting any money from home improvement
contractors without fully disclosing their relationship and getting the customer's permission, limits
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the fees they can charge for financing or refinancing of home equity loans, and restricts
mortgage flipping.

Assembly Bill 3386 further requires all defendants in foreclosure actions be served with a notice
stating clearly that the action may result in the loss of their home and listing certain defenses
that may be available. It also adds a section requiring that a plaintiff in a foreclosure action to
affirmatively plead compliance with all the relevant provisions of the banking law. It also creates
certain affirmative defenses to a mortgage foreclosure action, namely that at the time of the
origination of the loan the mortgagor did not have the ability to afford the loan and the financial
institution making the loan knew or should have known this, that the lender violated the banking
law and that the mortgage document contains a provision prohibited by the real property law.
Employment status, fixed income, receipt of public assistance and payments in excess of 50
percent of income are all factors that can be considered by the court. In addition, the court may
award reasonable attorney fees to the defendant in such foreclosure action. The bill is pending in
the Assembly Committee on Banks.

http://assembly.state.ny.us/leg/?bn=A3386

New York: An Act Establishing the Urban Homeowners Assistance Program, S.B. 126
Focus: Mortgage Lending

Type: Other

Senate Bill 126 establishes the Urban Homeowner Assistance Program and appropriates $2
million to provide assistance to neighborhood preservation companies to provide homeownership
assistance activities.!* The bill defines neighborhood preservation company as a corporation
organized under the provisions of the nonprofit corporation law which has been primarily
engaged in one or more neighborhood preservation activities.

Contracts with neighborhood preservation companies are limited to one year in duration, and
$45,000 per year. Prior to renewing or extending a contract, or entering a succeeding contract
with a neighborhood preservation company, the company must meet the following criteria:

@l the company has substantially completed the homeownership activities specified in the
contract to be renewed or succeeded;

B the company has received the funds specified in the bill; and

Hi the activities carried out by the company pursuant to its contract shall have resulted in a
significant impact on the needs of the at risk existing and potential homeowners in the
service area.

The bill, which was originally assigned to the Assembly Finance Committee, was recommitted and
is currently pending in the Assembly Committee on Housing, Construction and Community
Development.

http://assembly.state.ny.us/leg/?bn=500126&sh=t

1 Homeownership assistance activities means counseling for default and foreclosure prevention, budget management,
debt reduction planning, credit repair, refinancing options, in the recognition of predatory lenders, consumer scams,
homeowner basics and the hiring of contractors and all such other activities as may be deemed essential to ensuring the
prevention of foreclosure.
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New York: An Act to Amend the Private Housing Finance Law, in Relation to
Establishing the Rural Homeowners Assistance Program, S.B. 127

Focus: Mortgage Lending

Type: Other

Senate Bill 127 is similar to Senate Bill 126 except it contains a provision establishing the Rural
Homeowners Assistance Program. In this bill, residents are defined as individuals or families with
incomes not exceeding 90 percent of median income residing in rural areas, either currently in
residence or with evidence of forthcoming residency in the service area. The bill is pending in the
Assembly Committee on Housing, Construction and Community Development.
http://assembly.state.ny.us/leg/?bn=S00127&sh=t

North Carolina: Homeowner and Homebuyer Protection Act, H.B. 1060

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Regulatory Change

House Bill 1040 enacts the Homeowner and Homebuyer Protection Act to prohibit home
foreclosure rescue scams and offer protections in land installment sales. The bill makes it
unlawful for a person other than the transferor to engage in, promise to engage in, arrange,
offer, promote, solicit, participate in, assist with, or carry out a foreclosure rescue transaction for
financial gain or with the expectation of financial gain.

A foreclosure rescue transaction is defined as a transfer of residential real property, including a
manufactured home, which includes all of the following features:

sl the real property is the principal residence of the transferor;

il the transferor is in default, or at imminent risk of being in default, on a mortgage loan
obligation which is secured by the transferor's principal residence;

il the transferor follows representations by the transferee, an agent of the transferee, or
others acting in concert with the transferee, that the transfer of the residential property
will enable the transferor to prevent, postpone, or reverse the effect of foreclosure and
to remain in the residence; and

il by written or oral agreement, the transferor retains an interest in the property conveyed,
including a tenancy interest, an interest under a lease-purchase agreement, an option to
reacquire the property, or any other legal, equitable, or possessory interest in the
property conveyed.

The bill exempts foreclosure rescue transactions in which the transferee is a member of the
transferor's family, a nonprofit organization that regularly provides financial, housing, or social
services to individuals, or a state, federal, or local government agency or organization. A violation
of the bill is deemed an unfair trade practice, and carries penalties. The bill is pending in the
Committee on Financial Institutions.
http://www.ncleg.net/gascripts/BillLookUp/BillLookUp.pl?Session=2009&BillID=h1060&submitButton=Go
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Pennsylvania: Amending the Pennsylvania Consolidated Statutes, Further Providing
For Requirements For Open-End Loans, S.B. 937

Focus: Mortgage Lending

Type: Amendment to Code

This bill amends the Pennsylvania Banks and Banking statute to include a provision concerning
open-end home equity loans to prohibit a mortgage lender from reducing the available line of
credit on a home equity open-end loan unless the lender pays for and provides a copy to the
homeowner of a full written appraisal of the home completed within 30 days of written notice to
the homeowner of the proposed reduction of the available line of credit.

Senate Bill 937 also contains a provision requiring the lender to consider any contrary appraisal
evidence presented by the homeowner in writing at least ten days prior to the proposed
reduction date. The lender may also forgo the full written appraisal by providing written notice to
the homeowner at least 180 days prior to the date of the proposed reduction of the available line
of credit and consider any appraisal evidence presented by the homeowner in writing at least ten
days prior to the proposed reduction date. The bill is pending in the Senate Committee on
Banking and Insurance.

http://www.legis.state.pa.us/CFDOCS/Legis/PN/Public/btCheck.cfm?txtType=HTM&sessYr=2009&sessInd=0
&billBody=S&billTyp=B&bilINbr=0937&pn=1104

Rhode Island: Save Rhode Island Homes Act Of 2009, H.B. 5557

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Regulatory Change

House Bill 5557 requires creditor to provide a series of written notices to eligible borrowers prior
to the interest rate reset date on a variable interest rate mortgage loan at 60 day and 30 day
intervals prior to the date the introductory interest rate resets.

The bill also contains a provision requiring a creditor to provide eligible borrowers a three year
extension period on the introductory rate of the mortgage loan provided the eligible borrower
completes and returns a certification of extension to the creditor in accordance with the
provisions of this section. The legislation also details the requirements of the extension process
for both the lender and borrower.

The bill also provides for penalties for violation of the provisions. Any creditor who violates any
provision must pay damages of no less than $10,000 to the affected borrower, plus reasonable
attorneys fees and costs. A civil action against the violating creditor may be taken by the affected
borrower or by the Rhode Island Attorney General's office. The State Department of Business
Regulation is to enforce the provisions of the bill. The bill is pending, as the House Judiciary
Committee recommended it held for further study.

http://www.rilin.state.ri.us/BillText/Bill Text09/HouseText09/H5557.htm
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Rhode Island: An Act Relating to Financial Institutions, H.B. 5781

Focus: Mortgage Lending

Type: Regulatory Change

House Bill 5781 changes the regulation of adjustable rate mortgages. Under this bill, any financial
or regulated institution that administers or otherwise maintains any account on behalf of the
state of Rhode Island, or any department, agency or quasi-agency is required to modify the
interest rate of all its residential adjustable rate mortgages issued in the state and due to adjust
within three years of the effective date of the bill.

The loan interest rate must be modified to a fixed interest rate, the lesser of the interest rate in
effect at the time of modification or five percent. In the event a financial or regulated institution
fails to comply with bill provisions will have its relationship with the state or any applicable
department, agency or quasi-agency terminated. The bill is pending, as the House Corporations
Committee recommended it held for further study.
http://www.rilin.state.ri.us/BillText09/HouseText09/H5781.pdf

South Carolina: A Bill to Amend the Code of Laws of South Carolina, H.B. 3049
Focus: Mortgage Lending

Type: Amendment to Code

House Bill 3049 states that lenders requiring private mortgage insurance in connection with a
consumer home loan must terminate the requirement and discontinue acceptance of the portion
of the mortgage payment representing the mortgage premium on the first day of the month
immediately following the date that the borrower repaid the loan in the amount of 80 percent of
the current value of the property securing the loan.

Further, if the lender established an escrow account to accommodate payment of the mortgage
insurance premiums, the lender must return all unearned private mortgage insurance premiums
to the borrower within 45 days after termination of private mortgage insurance coverage. If the
lender fails to return premiums within 45 days, then on the 46™ day, the lender must pay the

borrower the unearned premiums plus the legal rate of interest. The bill is pending in the House

Committee on Labor, Commerce and Industry.
http://www.scstatehouse.gov/sess118 2009-2010/bills/3790.htm

Washington: An Act Relating to Nontraditional Mortgages, H.B. 1586

Focus: Mortgage Lending

Type: Regulatory Change

House Bill 1586 direct the Department of Financial Institutions to apply the Interagency Guidance
on Nontraditional Mortgage Product Risks'? and the Statement on Subprime Mortgage Lending®?
to interest-only mortgages, adjustable rate mortgages, and subprime loans made by financial
institutions in the state. This bill does not apply to adjustable rate mortgages made, purchased,

12 The Interagency Guidance on Nontraditional Mortgage Product Risks means the guidance document issued in
September 2006 by the Office of the Comptroller of the Currency, the Board of Governors of the Federal Reserve System,
the Federal Deposit Insurance Corporation, the Office Of Thrift Supervision, and the National Credit Union Administration,
and the guidance on nontraditional mortgage product risks released in November 2006 by the Conference of State Bank
Supervisors and the American Association of Residential Mortgage Regulators.

13 The Statement on Subprime Mortgage Lending means the guidance document issued in June 2007 by the agencies
mentioned in the previous footnote.
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guaranteed, or insured by the Federal National Mortgage Association, Federal Home Loan
Mortgage Corporation, Federal Housing Administration, and the Federal Veteran's Association.
The bill is pending in the House Committee on Financial Institutions and Insurance.
http://apps.leg.wa.gov/billinfo/summary.aspx?bill=1586#documents

Wisconsin: An Act Relating to Protections for Tenants in Foreclosure Actions, A.B. 107
Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Regulatory Change

Assembly Bill 107 requires the plaintiff in a foreclosure action against residential rental property
to provide the tenants of the property with notice that a foreclosure action has been filed, notice
that the plaintiff has been granted judgment, along with notice of the date on which the
redemption period ends, and notice of the date and time of the hearing to confirm the sale of the
property.

The bill also requires a landlord to notify any prospective tenant in writing that a foreclosure
action has been commenced and, if judgment has been entered, the date on which the
redemption period ends. Any rental agreement entered into during the pendency of a foreclosure
action must include a separate statement, signed by the tenant, that the landlord has provided
the required notices, or it is voidable at the option of the tenant.

A tenant may recover $250 in damages if a notice is not given. In addition, the bill allows a
tenant to remain in the rental unit for up to two months after the end of the month in which the
sale of the property is confirmed, and may withhold rent in the amount of the security deposit for
the last period during which the tenant actually retains possession of the rental unit. The bill is
pending in the Assembly Committee on Consumer Protection.
http://www.legis.state.wi.us/2009/data/AB-107.pdf

Wisconsin: An Act Relating to Delaying Certain Mortgage Foreclosure Actions, A.B.
160

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Regulatory Change

This bill requires the court in a foreclosure action to delay the action for foreclosure of a
mortgage for 90 days. Under the bill, the court must delay the action only if the mortgagor shows
that all of the following conditions apply:

@l the mortgagor owns the real estate subject to the mortgage and the property is his or
her principal residence;

Hi  the mortgagor does not own any other real estate; and

Bi the real estate subject to the mortgage is improved with a residential building containing
less than six dwelling units.

The bill is pending in the Assembly Committee on Housing.
http://www.legis.state.wi.us/2009/data/AB-160.pdf
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Inactive Legislation

Alabama: Mortgage Brokers Licensing Act, H.B. 305

Focus: Mortgage Lending

Type: Amendment to Code

The Mortgage Brokers Licensing Act establishes procedures, provides for exceptions, prohibits
certain conduct, and provides for penalties regarding licensure of mortgage brokers. Under
existing law, insurance companies and those affiliated with insurance holding companies along
with certain mortgagees, certain mortgage brokers, and certain securities brokers are excluded
from licensing requirements. This bill would no longer allow certain exclusions from the licensure
requirements, and would require mortgage loan originators to be licensed or registered in
accordance with the Alabama Secure and Fair Enforcement (S.A.F.E.) for Mortgage Licensing Act.
The bill died when it was indefinitely postponed in the House Banking and Insurance Committee.
http://alisondb.legislature.state.al.us/acas/ViewBillsStatusACASLogin.asp?BillNumber=HB305

Arizona: An Act Relating to Mortgage Brokers, H.B. 2216

Focus: Mortgage Lending

Type: Amendment to Code

House Bill 2216 bill amends the Arizona Statute section dealing with mortgage lending. It
contains provisions stating that a mortgage broker shall not:

i make, provide or arrange for a residential mortgage loan without verifying the borrower's
reasonable ability to pay the scheduled payments of principal, interest, real estate taxes,
homeowner's insurance, assessments and mortgage insurance premiums. For loans with
variable interest rates, the reasonable ability to pay is determined based on a fully
indexed rate and a repayment schedule that achieves full amortization over the life of the
loan. For all residential mortgage loans, the borrower's income and financial resources
must be verified by tax returns, payroll receipts, bank records or other similarly reliable
documents;

sl engage in churning by knowingly or intentionally making, providing or arranging for a
residential mortgage loan when the new residential mortgage loan does not provide a
reasonable, tangible net benefit to the borrower considering all of the circumstances,
including the terms of both the new and refinanced loans, the cost of the new loan and
the borrower's circumstances;

B make or assist in making any residential mortgage loan with the intent that the loan will
not be repaid and that the residential mortgage broker will obtain title to the property
through foreclosure;

#l  make, provide or arrange for a residential mortgage loan that is of a lower investment
grade if the borrower's credit score or comparable underwriting data indicates that the
borrower may qualify for a residential mortgage loan available from or through the
mortgage broker that is of a higher investment grade unless the borrower is informed
that the borrower may qualify for a higher investment grade loan with a lower interest
rate or lower discount points or both a lower interest rate and lower discount points and
consents in writing to receive the lower investment grade loan;

@l charge a fee for a product or service if the product or service is not actually provided or
misrepresent the amount charged by or paid to a third party for a product or service; and
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il compensate, whether directly or indirectly, coerce or intimidate an appraiser to influence
the independent judgment of the appraiser regarding the value of real estate covered by
a residential mortgage or that is being offered as security according to an application for
a residential mortgage loan.

The bill states that the provisions above do not limit a mortgage brokers or exempt person's
ability to rely on criteria other than the borrower's income and financial resources to establish the
borrower's reasonable ability to repay a residential mortgage loan, except that the other criteria
must be verified through reasonably reliable methods and documentation. A statement by the
borrower to the mortgage broker or exempt person of the borrower's income and resources is
not sufficient to establish the existence of the income or resources when verifying the borrower's
reasonable ability to pay. The bill was held in committee when the session ended, effectively
rendering it dead.
http://www.azleg.gov/FormatDocument.asp?inDoc=/legtext/49leg/1r/bills/hb2216p.htm

Arizona: Amending the Arizona Residential Landlord and Tenant Act, H.B. 2269
Focus: Mortgage Lending

Subfocus: Foreclosure Mitigation and Prevention

Type: Amendment to Code

House Bill 2269 amends the Arizona foreclosure statutes regarding single family residences with a
number of provisions, including requiring the trustee to mail a copy of the notice of sale of a
single family residence to the property address. The major provision of the legislation requires a
landlord or seller who enters into a lease purchase agreement or other form of rental to
ownership conversion with a tenant or buyer to provide a bond, escrow account, or similar form
of financial guarantee to secure the amount of money paid by a tenant or buyer for a
downpayment, option to purchase fees and any prepaid closing costs. It also requires those
monies to be returned to the tenant or buyer if the property is foreclosed. The bill passed the
House, but died in Senate.
http://www.azleg.gov/FormatDocument.asp?inDoc=/legtext/49leg/1r/bills/hb2269h.htm

California: An Act Relating to Mortgages, A.B. 603

Focus: Mortgage Lending

Subfocus: Foreclosure Mitigation and Prevention

Type: Regulatory Change

Assembly Bill 603 seeks to ensure that rent-paying tenants living in a foreclosed rental property
will not be evicted by the acquiring owner without a period of at least 90 days from the time
ownership was acquired through the foreclosure sale. This 90-day period conforms California law
with provisions contained in the recent Protecting Tenants at Foreclosure Act** (PTFA), signed
into law by President Obama on May 19, 2009.

Under this bill, if the term of the tenancy has been specified by the parties (typically through a
lease), then the tenant has the right to stay in the rental property through the end of the lease

14 protecting Tenants at Foreclosure Act of 2009 requires, in the case of any foreclosure on a federally-related mortgage
loan or on any dwelling or residential real property after the date of enactment of the bill, any immediate successor in
interest in such property pursuant to the foreclosure to give any existing no less than 90 days notice to vacate. The bill
also details the tenant’s right to occupy the property until the lease has ended.
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term, but no less than 90 days if the remaining term of lease is less than 90 days. On the other
hand, if there is a month-to-month tenancy or no lease, then the tenant may remain in the rental
property for at least 90 days after the date the owner acquired ownership. The new owner of a
qualified rental unit would also be permitted to evict any tenant when the owner or his or her
family sought to occupy the residence. In addition, the owner would be allowed to evict any
tenant for good cause, including when the tenant fails to pay the rent or violates a condition of
the tenancy, commits waste, causes a nuisance, or uses the premises for an illegal purpose.

This bill goes beyond the tenant protections provided by the federal PTFA by requiring the newly
acquiring owner to be responsible for ensuring uninterrupted utility services if the prior owner
was responsible for maintaining those utilities. It specifies the civil liability of a landlord to a
tenant in a civil action for violations of these provisions, including all of the following: actual
damages incurred by tenant, and a minimum of $250 per cause of action, with up to an
additional $100 for each day the landlord remains in violation. Finally, the bill establishes a sunset
date of January 1, 2013. The bill died when it was sent to the Assembly inactive file.
http://www.leginfo.ca.gov/pub/09-10/bill/asm/ab 0601-

0650/ab 603 bill 20090602 amended asm v96.html

California: An Act to Amend the Business and Professions Code and the Civil Code,
Relating To Real Estate Brokers, A.B. 764

Focus: Mortgage Lending

Type: Regulatory Change

Assembly Bill 764 would prohibit any person who performs loan modification services to claim,
charge, receive, or collect a fee paid for by the borrower for loan modification agreements until
the terms of the loan have been modified. The violation of those restrictions would be a public
offense and subject the violator to a fine, imprisonment, or both. This bill would additionally:

B subject attorneys to discipline if they collect a fee in violation of the above prohibition;

il require a notice to be provided, prior to entering into a loan modification agreement, that
informs individuals that it is not necessary to pay a third party to arrange a loan
modification; and

@l revise provisions in existing law regarding advance fee agreements for licensees of the
California Department of Real Estate.

The bill passed the Assembly and the Senate, but was vetoed by Governor Schwarzenegger on
October 11, 2009.
http://www.leginfo.ca.gov/cgi-bin/postquery?bill number=ab 764&sess=CUR&house=B&author=nava

Connecticut: An Act Providing Relief to Homeowners in Foreclosure, A.B. 5201
Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Loan Guarantee

House Bill 5201 authorizes the Connecticut Housing Finance Authority to develop a 50 percent
mortgage guaranty program to guarantee, on a pro-rata basis, 50 percent of the value of first
mortgage loans held by Connecticut banks and granted to eligible homeowners that enter
foreclosure proceedings during the period beginning July 1, 2009, and ending on June 30, 2012.
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Eligible homeowners must meet the following criteria:

Hi  the lender has initiated a foreclosure action on the homeowner's first mortgage during
the period commencing on July 1, 2009, and ending on July 1, 2012;

i the lender has agreed to adjust the interest rate on the homeowner's first mortgage to
be equal to the prevailing United States Treasury rate for mortgages of a similar term
plus two and one-half percent;

il the lender is a Connecticut bank; and

ii the homeowner meets all of the eligibility requirements for the authority's mortgage

assistance programs for low or moderate income families or individuals, except the

homeowner is not required to be a first-time home buyer, and the current foreclosure
action shall not be considered when determining the homeowner's creditworthiness or
credit score.

The bill died in the Assembly Committee on Banks.
http://www.cga.ct.gov/2009/TOB/H/2009HB-05201-R01-HB.htm

Connecticut: An Act Concerning Protections for a Tenant Whose Landlord is Subject
to a Foreclosure Action, A.B. 6143

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

This bill enhances protections for certain tenants who live in foreclosed property by removing
foreclosure as a ground for terminating a lease agreement that predates it, with certain
exceptions. Assembly Bill 6143 also prohibits people who take title to foreclosed property from
evicting or bringing an action in ejectment against bona fide tenants, limits the grounds for
ejecting and evicting bona fide tenants after foreclosure, and limits the people subject to an
ejectment or foreclosure to transferees and lienors bound by a foreclosure judgment by virtue of
a lis pendens.®

The bill also makes the holder of a first mortgage on residential real property who initiates a
foreclosure action on the property responsible for making emergency repairs to it during the
pending foreclosure proceedings if the owner fails to do so. The owner is liable for the cost of the
repairs. The bill died when the legislative session ended.
http://www.cga.ct.gov/asp/cgabillstatus/cgabillstatus.asp?selBill Type=Bill&bill num=6143&which year=200
9&SUBMIT1.x=0&SUBMIT1.y=0&SUBMIT1=Normal

Connecticut: An Act Concerning Mortgage Practices, H.B. 6367

Focus: Mortgage Lending

Type: Regulatory Change

House Bill 6367 details the penalties for committing mortgage fraud. Under this bill, a person
commits residential mortgage fraud when he or she, for financial gain and with the intent to
defraud:

5Lis pendens is a notice filed on local land records, which advises that a lawsuit is pending against the owner of the
designated property and involving the property.
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il knowingly makes or attempts to make any material misstatement, misrepresentation or
omission during the mortgage lending process with the intention that a mortgage lender,
mortgage correspondent lender or mortgage broker, a borrower or any other person that
is involved in the mortgage lending process will rely on such misstatement,
misrepresentation or omission;

i knowingly uses or facilitates the use or attempts to use or facilitate the use of any
misstatement, misrepresentation or omission during the mortgage lending process;

#l  receives or attempts to receive proceeds or any other funds in connection with a
residential mortgage closing that the person knew or should have known resulted from
an act or acts constituting residential mortgage fraud; or

i conspires with or solicits another to engage in an act or acts constituting residential
mortgage fraud.

Under the legislation, a person who commits a single act of residential mortgage fraud is guilty of
a class C felony, and a person who commits two or more acts of residential mortgage fraud is
guilty of a class B felony. The bill died in the Joint Committee on Banks.
http://www.cga.ct.gov/asp/cgabillstatus/cgabillstatus.asp?selBill Type=Bill&bill hum=6367&which year=200
9&SUBMIT1.x=0&SUBMIT1.y=0&SUBMIT1=Normal

Connecticut: An Act Concerning Relief for Families Facing Foreclosure, H.B. 6378
Focus: Mortgage Lending

Type: Amendment to Code

House Bill 6378 expands eligibility for the Connecticut Housing Finance Authority's (CHFA)
Emergency Mortgage Assistance Program (EMAP) which provides short-term loans to
homeowners experiencing financial hardships beyond their control to help them pay their
mortgages.'® The program covers one-to-four family owner-occupied homes, including single-
family units in a condominium, cooperative, or other common interest community. Under current
law, homeowners are eligible for EMAP if they lose 25 percent or more of total family income for
specific reasons beyond their control or experience a significant increase in mortgage payments.
The bill makes eligible people who lose less than 25 percent of their income due to an
unanticipated rise in housing or other expenses unrelated to credit or installment debt
accumulated for recreational or nonessential items.

The bill also expands eligibility for a CHFA mortgage refinancing program. Under current law,
CHFA's Connecticut Families home mortgage refinancing program is for people with adjustable
rate mortgages. The bill expands the program to include all homeowners facing financial
hardships that affect their ability to make their monthly payments. The bill requires an applicant
to provide CHFA satisfactory proof of the unanticipated rise in expenses and CHFA to adopt

16 By law, eligible applicants may receive an EMAP loan to assist in paying a mortgage until they can afford to repay the
EMAP loan based on their housing expenses. Specifically, when a mortgagor's total housing expense is less than or equal
to 35 percent of his or her family 's total income, he or she must pay CHFA the difference between 35 percent aggregate
family income and the total housing expense, unless the authority determines otherwise after examining the person's
financial circumstances and ability to repay the EMAP loan. But when the mortgagor's total housing expense is greater
than 35 percent, CHFA defers repayment until that expense drops to 35 percent or less of the family's total income.
Under the bill, if the EMAP loan repayment pushes a family's housing expenses above 35 percent, CHFA must defer
repayment.
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written procedures specifying the criteria for evidence that a mortgager must submit to
determine if a reduction of less than 25 percent is valid.

Homeowners qualify for EMAP if the hardship cannot be alleviated by selling assets and income
reduction is due to:

Hi  unemployment or underemployment of one or more of the mortgagors;

i aloss, reduction, or delay in receiving benefits from a government or private entity;

il divorce or a loss of support payments;

il disability, illness, or death of a mortgagor; or

@l uninsured damage to the mortgaged property that affects liveability and necessitates
costly repairs; or expenses related to the disability, illness or death of a mortgagor's
family member.

The law requires homeowners also to meet other eligibility criteria, such as the likelihood of
being able to resume full mortgage payments within five years. A homeowner does not qualify
for EMAP if the hardship is related to installment debt for recreational or nonessential items
accumulated before the alleged circumstances beyond the mortgagor's control occurred and that
debt would have caused the mortgagor's total debt service to exceed 60 percent of aggregate
family income at that time.

Further, the law states that a lender must comply with the EMAP statute if it wants to foreclose
on a mortgage on a one-to-four family, owner-occupied residence that is not insured by the
Federal Housing Administration (FHA) and the borrower has not mortgaged the property for
commercial or business purposes, has not previously received EMAP assistance (except if the
person has reinstated the mortgage and has not been delinquent for six consecutive months
since the reinstatement), and is not in default except for the monetary delinquency. The bill
failed to pass the legislature this session.

http://www.cga.ct.gov/asp/cgabillstatus/cgabillstatus.asp?selBill Type=Bill&bill hum=6378&which year=200
9&SUBMIT1.x=0&SUBMIT1.y=0&SUBMIT1=Normal

Connecticut: An Act Concerning Emergency Mortgage Relief, H.B. 6484

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

This bill allows any party to an action to foreclose an eligible mortgage on an eligible home may,
before the entry of judgment of foreclosure, to move the court to grant emergency mortgage
relief from October 1, 2009, to June 30, 2012. The court may order the borrower and adult
members of the borrower's family who occupy the eligible home to submit to the court under
sworn affidavit evidence of the gross income earned and expenses incurred during the month in
which the appraiser in appointed and each of the previous three months. The lender must also
submit to the court under sworn affidavit evidence of the original principal of the eligible
mortgage being foreclosed and the unpaid balance owed by the borrower on such mortgage, and
a history of all debits and credits with respect to the balance owed by the borrower on such
mortgage. After considering all of the financial evidence, the court will determine:
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il the present fair market value of the eligible home;

il the outstanding balance on the note owed by the borrower and secured by the eligible
mortgage;

i the average monthly income that the borrower and the adult members of the borrower's
family would reasonably be assumed to earn during the foreseeable future;

il the sum available for debt service; and

il the monthly debt service for a mortgage note in a principal amount equal to the fair
market value of the eligible home, as determined by the court, if the note were
amortized over a 30-year term at an interest rate equal to the interest rate currently
being offered to qualified owner-occupants of one-to-four family homes.

If the court determines that the sum available for debt service would be sufficient to pay the
monthly debt service calculated by the court the court shall order emergency mortgage relief and
require that the existing promissory note signed by the borrower and secured by the eligible
mortgage be divided into two notes. Assembly Bill 6484 died in the Joint Committee on Banks.
http://www.cga.ct.gov/2009/TOB/H/2009HB-06484-R00-HB.htm

Connecticut: An Act Concerning Foreclosure Procedures, S.B. 619

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

This bill makes the Foreclosure Mediation Program mandatory, rather than optional. No judgment
of strict foreclosure or foreclosure by sale can be entered before July 1, 2010 unless the
mediation period has expired or otherwise terminated, whichever is earlier. The bill does not alter
the current law provision that closes the program to new participants on and after July 1, 2010.

The bill also requires that some funds the Banking Department receives or collects from
assessments or fees from Connecticut credit unions and banks pay to fund the department be
used to fund the mediation program and requires the Office of Policy and Management secretary
to allocate enough of the money in the State Banking Fund to the Judicial Department and the
State Comptroller for the program. The bill did not pass the legislature this session.
http://www.cga.ct.gov/2009/BA/2009SB-00619-R010911-BA.htm

Connecticut: An Act Concerning Foreclosure Procedures, S.B. 1158

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

This bill permits strict foreclosure judgments to be reopened under certain circumstances and
authorizes that court to reopen the judgment after title vests if:

#i  all parties to the foreclosure agree;

Wi it is reopened within four months after title has vested; and

Wi all rights and interests of the parties are restored to the status that existed on the date
of the judgment.
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The bill also makes a technical change regarding the service of process in a mortgage foreclosure
on residential real estate by specifying that the required notice concerning the foreclosure
mediation program be attached to the front of the writ, summons, and complaint that is served
on the property owner in a foreclosure. The bill died when the legislative session ended.
http://www.cga.ct.gov/2009/TOB/S/2009SB-01158-R02-SB.htm

Delaware: An Act to Amend the Delaware Code Relating to Real Property and
Mortgages, S.B. 40

Focus: Mortgage Lending

Type: Amendment to Code

Senate Bill 40 requires certain mortgage lenders to provide a homeowner with six months written
notice of a change in the interest rate on a mortgage on the homeowner’s principal residence.
The interest rate on the mortgage cannot be changed to a higher rate until the notice is
provided, and the lender may not recover from the homeowner any sums that would have been
owed if the lender complied with this legislation. The notice must state in plain language the
current interest rate on the mortgage, how the new interest rate on the mortgage will be
calculated, and the date the new interest rate will go into effect. The notice must also contain
good faith estimates of the interest rate at the time the change will go into effect and the
amount of the new monthly payment for principal and interest on the mortgage.

The bill does not apply to the following regulated entities, including their subsidiaries affiliates
and employees: banking organizations, bank holding companies, national banks, federal savings
banks, or any bank, trust company, savings bank, or savings and loan association organization
organized under the laws of the United States or any state. The bill died in the Senate Banking
Committee.

http://legis.delaware.gov/LIS/lis145.nsf/vwLegislation/SB+40/$file/legis.htmI?open

Delaware: An Act to the Delaware Code Relating to Real Property and Mortgages,
S.B. 51

Focus: Mortgage Lending

Type: Amendment to Code

Senate Bill 51 requires certain mortgage lenders to provide a homeowner with a written notice
containing information about how to reinstate the loan, within five business days after the
mortgage loan becomes 60 days delinquent. The bill exempts state and federally chartered
banks, their affiliates, and subsidiaries, as they are already subject to significant regulation of
their mortgage practices. In addition to any notice required to be given by other provisions of the
Delaware Code, the holder of a mortgage on a residence must give the written notice to the
homeowner of the property before filing an action to foreclose a mortgage or deed of trust.

The legislation details the requirements of the notification to the homeowner, including stating
that the holder of the mortgage intends to file an action to foreclose the mortgage or deed of
trust. The notice must also contain a statement printed in at least 14 point boldface type that
includes the name and telephone number of a contact person the homeowner may call to obtain
specific instructions on how to reinstate the mortgage loan, and contain an additional
standardized statement written in the legislation. The legislation died in the Senate Banking
Committee.
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http://legis.delaware.gov/LIS/lis145.nsf/vwLegislation/SB+51/$file/legis.html?open

District of Columbia: Tenant Opportunity to Purchase Exemption Clarification
Amendment Act of 2009, B18-242

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

This legislation amends the Rental Housing Conversion and Sale Act of 1980 to require that, if
the tenant opportunity to purchase a housing accommodation is not provided under the
foreclosure exemption, the owner must provide each tenant and the Mayor with a Notice of
Transfer.

The bill also seeks to clarify that the existing exemption for a transfer pursuant to a court order
or court-approved settlement applies only where an actual contract exists, each affected tenant
or tenant organization has received written notice of the opportunity to participate in the action,
and the court determines that approval of the exemption under the totality of the circumstances
is not contrary to the purposes of the legislation. The bill died in the legislature this session.
http://dccouncil.washington.dc.us/lims/searchbylegislation.aspx

Florida: Mortgage Foreclosure Diversion Pilot Programs,

H.B. 205/S.B. 1058/S.B. 2202

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Regulatory Change

These bills authorize each judicial circuit to establish a Mortgage Foreclosure Diversion Pilot
Program, and details the requirements for the program. The bill states that the defendant,
immediately upon receipt of the case management order, contact a housing counseling agency
approved by the United States Department of Housing and Urban Development serving the area
in which the property is located.

The bill also states that in a judicial circuit in which a mortgage foreclosure diversion pilot
program exists, after a complaint in a foreclosure proceeding has been filed concerning an
owner-occupied residential property, a conciliation conference must be held before an order of
foreclosure may issue within 45 days of the filing of the complaint. The bills died in the Civil
Justice & Courts Policy Committee.
http://www.myfloridahouse.gov/Sections/Bills/billsdetail.aspx?Billld=40026&SessionIndex=-
1&SessionId=61&BillText=&BillNumber=205&BillSponsorIndex=0&BillListindex=08&BillStatuteText=&BillTyp
elndex=08&BillReferredIndex=0&HouseChamber=H&BillSearchIndex=0

Florida: An Act Relating to Statements of Nonforeclosure or Pending Foreclosure of
Residential Property, H.B. 401/S.B. 454

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Regulatory Change

House Bill 401 and its companion Senate Bill 454 require the lessor of a residential dwelling unit
to notify each lessee the status of the residential dwelling unit that is the subject of the rental
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agreement with respect to foreclosure or short sale and whether the mortgage lender intends to
initiate foreclosure proceedings or short-sale procedures within the next 12 months. The bill
requires each residential rental agreement entered into on and after July 1, 2009, to include in
the rental agreement, or in a written agreement separate from the rental agreement, notice of
the requirement. A lessor who fails to comply with the requirements of this section is liable to any
lessee for actual damages sustained, a civil penalty of up to $10,000, and reasonable attorney's
fees and costs. The bill died in the Insurance, Business & Financial Affairs Policy Committee.

http://www.myfloridahouse.gov/Sections/Documents/loaddoc.aspx?FileName=_h0401 .xml&DocumentTyp
e=Bill&BillNumber=0401&Session=2009

Florida: Foreclosure Bill of Rights, H.B. 653/S.B. 2524

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

House Bill 653 allows, in any action to foreclose a mortgage on homestead property, a defendant
to file and serve a notice to invoke the Foreclosure Bill of Rights. Within 45 days after the filing
and service of the notice to invoke, the plaintiffs must provide for a new appraisal of the property
in foreclosure. The plaintiffs must make a good faith effort to negotiate a settlement, including
efforts to renegotiate the loan at a principal equivalent to the actual market value of the
property. All actions to foreclose a mortgage would be subject to court-ordered mediation. The
bill died in the Civil Justice and Courts Policy Committee.

http://www.myfloridahouse.gov/Sections/Documents/loaddoc.aspx?FileName=_h0653 .xmI&DocumentTyp
e=Bill&BillNumber=0653&Session=2009

Florida: Termination of a Rental Agreement at Foreclosure, H.B. 1093

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

House Bill 1093 prohibits a landlord from terminating rental agreement without a specified period
of prior notice and requires a landlord to notify each tenant that foreclosure proceedings have
been initiated against the tenant's rental unit. The bill requires the tenant to pay rent as long as
the tenant remains in the dwelling unit, but also authorizes the tenant to terminate a rental
agreement before the end of the specified rental agreement period. The bill died in the Civil
Justice & Courts Policy Committee.

http://www.myfloridahouse.gov/Sections/Documents/loaddoc.aspx?FileName= h1093 .xmlI&DocumentTyp
e=Bill&BillNumber=1093&Session=2009

Florida: Relating to Landlord-Tenant Relations, S.B. 1646

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Amendment to Code

Senate Bill 1646 requires a property owner to give written notice to the mortgagee of the
property that the property is being rented as a dwelling unit within 30 days of a rental agreement
being signed. The landlord or the landlord’s agent must also notify the mortgagee of any change
in the rental agreement no later than 14 days after learning of the change.
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The bill also requires that once the landlord receives a notice of foreclosure, the landlord must
pay the tenant’s deposit money into the registry of the court no later than 14 days after receipt
of the notice of a foreclosure proceeding. The bill provides that purchasers of a foreclosed
property must wait 60 days after the tenant has been given written notice of the foreclosure to
take possession of the property. The bill provides that a landlord or the landlord’s agent who
rents a premises that is subject to a note or mortgage must inform a prospective or current
tenant if the premises is in foreclosure proceeding or whether there are problems that may cause
the premises to be subject to a foreclosure action. The bill died in the Senate Judiciary
Committee.

http://www.flsenate.gov/session/index.cfm?Mode=Bills&SubMenu=1&BI Mode=ViewBillInfo&BillNum=1038
&Year=2009&Chamber=Senate#Analysis

Florida: An Act Relating to the Termination of a Rental Agreement at Foreclosure, S.B.
2070

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Regulatory Change

Senate Bill 2070 is similar to H.B. 1093, but contains an extra provision that makes the landlord
subject to a civil penalty for violating the act. This bill also died in the Senate Judiciary
Committee.

http://www.flsenate.gov/session/index.cfm?BI _Mode=ViewBillInfo&Mode=Bills&ElementID=JumpToBox&Su
bMenu=1&Year=2009&billnum=2070

Florida: State Housing Initiatives Partnership Program, S.B. 2230

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Strategic Initiative

Senate Bill 2230 creates the State Housing Initiatives Partnership Program to provide funds to
counties and eligible municipalities as an incentive for the creation of local housing partnerships.
The goal of these housing partnerships is to the expand production and preservation affordable
housing, further the housing element of the local government comprehensive plan specific to
affordable housing, and increase housing-related employment.

A county or an eligible municipality may expend a portion of the local housing distribution to
provide a one-time relocation grant to income eligible residents of the State Housing Initiatives
Partnership Program who are facing eviction from rental property located in the county or eligible
municipality due to the foreclosure of the rental property. In order to receive a grant, a person
must provide the county or eligible municipality with the flowing items:

B proof of meeting the income requirements of a very-low-income household, a low-
income household, or a moderate-income household;
sl a notice of eviction; and
Hi  proof that the rent has been paid for at least three months before the date of eviction,
including the month that the notice of eviction was served.
Relocation assistance under this paragraph is limited to a one-time grant of not more than
$5,000 and is not limited to persons who are subject to eviction from projects funded under the
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State Housing Initiatives Partnership Program. The bill contains a sunset date of July 1, 2010.
The bill died in the Senate Committee on Community Affairs.

http://www.flsenate.gov/cgi-

bin/view page.pl?Tab=session&Submenu=1&FT=D&File=sb2230.htmI&Directory=session/2009/Senate/bills

/billtext/html/

Idaho: An Act Relating to Trust Deeds, H.B. 234

Focus: Mortgage Lending

Type: Amendment to Code

This legislation restricts a lender from pursuing the judicial collection of a debt secured by a deed
of trust until the borrowers, co-obligors and guarantors have been given an opportunity to
voluntarily make a public auction sale of the real estate collateral. House Bill 234 also clarifies
that any proceeds from the sale of foreclosed properties of deeds of trust, regardless of when
that sale takes place, must be applied to reduce the outstanding loan balance and reduce the
liability of borrowers, co-obligors, and guarantors. The bill died in the Judiciary Committee.
http://www.legislature.idaho.gov/legislation/2009/H0234.pdf

Maryland: An Act Concerning Credit Regulation ,Mortgage Lending, Borrower's Ability
to Repay Loan, H.B. 232

Focus: Amendment to Code

Type: Mortgage Lending

Maryland House Bill 232 clarifies an existing law that prohibits a lender from making a mortgage
loan without giving due regard to the borrower's ability to repay the loan. This bill states that the
specific provisions of law that prohibit a lender from making a secondary mortgage loan without
giving due regard to the borrower's ability to repay the secondary mortgage loan do not apply to
a secondary mortgage loan for real property located in Maryland that is held primarily for rental,
investment, or the generation of income through any commercial or industrial purpose.
http://mlis.state.md.us/2009rs/bills/hb/hb0232f. pdf

Mississippi: An Act to Provide Consumer Protections from Certain Mortgage Lending
Practices, S.B. 2346

Focus: Mortgage Lending

Type: Amendment to Code

Senate Bill 2346 restricts high cost home loans. Under this legislation, a high-cost home loan may
not contain a provision for a scheduled payment that is more than twice as large as the average
of earlier scheduled monthly payments, unless the balloon payment becomes due no less than 60
months after the date of the loan. This prohibition does not apply if the payment schedule is
adjusted to account for the seasonal or otherwise irregular income of the borrower or if the loan
is a bridge loan in connection with the acquisition or construction of a dwelling intended to
become the borrower's principal dwelling.

The bill also prohibits negative amortization by prohibiting a high-cost home loan from containing
a payment schedule with regular periodic payments that cause the principal balance to increase a
consequence of a temporary forbearance, a bridge loan, or loan restructure sought by the
borrower. Lenders are further prohibited from making high-cost home loans containing a
prepayment penalty.
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Finally, a lender may not make a high-cost home loan without first receiving certification from an
approved counselor that the borrower has received counseling on the advisability of the loan
transaction and the appropriate loan for the borrower. The bill died in the Committee on Business
and Financial Institutions.
http://billstatus.ls.state.ms.us/documents/2009/html/SB/2300-2399/SB2346IN.htm

Missouri: An Act Relating to Prepayment Loan Penalties, H.B. 524

Focus: Mortgage Lending

Type: Amendment to Code

House Bill 524 prohibits lenders from imposing a fine, fee, or penalty for the prepayment on any
loan issued in the state, and defines a lender as any bank, savings and loan association, credit
union, corporation, partnership, or any other person or entity that makes loans. The bill died in
the House Committee on Financial Institutions.
http://www.house.mo.gov/content.aspx?info=/bills091/bills/hb524.htm

Missouri: An Act to Amend the Missouri Code Relating to Consumer Protection for
Homeowners, S.B. 282

Focus: Mortgage Lending

Type: Regulatory Change

Senate Bill 282 prohibits certain unfair or deceptive practices relating to home improvement loans
to the consumer. Specifically, the bill prohibits:

Hi the extension of mortgage credit secured by the consumer's dwelling without regard for
the consumer's repayment ability;

sl payment under a home improvement contract from amounts extended as credit under a
mortgage, except in the form of an instrument that is payable to the consumer or jointly
to the consumer and the contractor; or at the election of the consumer, by a third party
escrow agent in the form of a written agreement signed by the consumer, creditor, and
contractor before the date of payment; and

il the sale or assignment of certain mortgages without the provision of a notice stating that
the mortgage is subject to special rules pursuant to the federal Truth in Lending Act.

A third party is not liable under this bill unless there was an agency relationship between the
party who engaged in the home solicitation and the third party or the third party had actual
knowledge of or participated in the unfair or deceptive transaction.

This legislation also prohibits home solicitations where a home improvement loan is made
encumbering the person's home to pay the loan and where the practice violates federal law.
Violation of this provision constitutes a Class A misdemeanor. The bill died in the Senate
Commerce, Consumer Protection, Energy and the Environment Committee.
http://www.senate.mo.gov/09info/BTS Web/BillText.aspx?SessionType=R&BillID=682675
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Missouri: An Act to Amend the Missouri Code Relating to Residential Mortgage Loans,
S.B. 541

Focus: Mortgage Lending

Type: Regulatory Change

Senate Bill 541 regulates residential mortgage lending. Under the bill, creditors are barred from
knowingly or intentionally making a residential mortgage loan that refinances an existing
residential mortgage loan when the new loan does not have reasonable, tangible benefit to the
borrower. Lenders are also required to verify the borrower's reasonable ability to pay the
scheduled payments, and are barred from making subprime loans containing prepayment
penalties.

Residential mortgage loans are prohibited from financing property, life, or health insurance
premiums, debt cancellation or suspension agreements, or products that are not related to the
loan closing such as auto club memberships or the monitoring of credit reports. In addition,
lenders may not make false, deceptive, or misleading statements or advertisements in connection
with a residential mortgage loan.

Lenders found in violation are liable for punitive, actual, and consequential damages, court costs,
damages equal to two times the amount of all lender and broker fees. The bill died in the Senate
Financial and Governmental Organizations and Elections Committee.
http://www.senate.mo.gov/09info/BTS Web/BillText.aspx?SessionType=R&BillID=968242

New Mexico: Loan Document Prepayment Disclosure, H.B. 501

Focus: Mortgage Lending

Type: Amendment to Code

House Bill 501 creates a new section to the New Mexico Code which deals with money, interest,
and usury. The new section will require that loan prepayment penalties must be disclosed in
writing and provided to the borrower by the lender. The borrower must acknowledge by
signature in writing, both receipt of the disclosure document and acceptance of the provisions of
the prepayment penalty. Failure to obtain the signature of the borrower acknowledging these
items results in the prepayment penalty becoming unenforceable by the lender or an assignee of
the lender. The bill died in the Senate Judiciary Committee.

http://legis.state.nm.us/LCS/ session.aspx?Chamber=H&LegType=B&LegNo=501&year=09

North Dakota: An Act Relating to Rescission Periods for Mortgages, H.B. 1319

Focus: Mortgage Lending

Type: Amendment to Code

House Bill 1319 authorizes a borrower to rescind a transaction to provide a mortgage on a
principal dwelling transaction until midnight of the third business day following the consummation
of the transaction by notifying the creditor of the borrower’s intention to rescind. The creditor is
required to disclose clearly and conspicuously the rights of the borrower, as well as provide with
appropriate forms to exercise the borrower’s right to rescind the transaction. A finance charge or
other charge may not begin to accrue on any transaction covered under this bill until the
termination of the rescission period. The bill died after failing to pass a vote in the House in
January.

http://www.legis.nd.gov/assembly/61-2009/bill-text/JAHC0100.pdf
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Rhode Island: An Act Relating to Mortgages of Real Property, S.B. 348

Focus: Mortgage Lending

Type: Amendment to Code

Senate Bill 348 would allow the full payment of mortgage loans to be made at any time without
penalty. It removes the current provision in the Rhode Island Code that allowed prepayment
penalties during the first year of the mortgage agreement and provided further, that during the
first year, penalty or other charges for prepayment must not exceed two percent of the balance
due at date of the pay-off. The bill died in the Senate.
http://www.rilin.state.ri.us//BillText09/SenateText09/S0348.pdf

Tennessee: An Act to Amend the Tennessee Code Relative to Certain Mortgages,

H.B. 704/ S.B. 2016

Focus: Mortgage Lending

Type: Amendment to Code

House Bill 704 prohibits a person, firm, or corporation from engaging in the business of making
adjustable rate mortgage loans, unless they are an authorized lender. The bill states that prior to
accepting an application for an adjustable rate mortgage loan, an authorized lender must refer
the borrower to a counselor and must receive certification from the counselor that all borrowers
have received counseling. Any adjustable rate mortgage loan that does not contain certification
from a counselor may be invalidated and converted to a fixed rate loan at the prime interest rate
at a competing financial institution at the time of the invalidation of the mortgage. The bill died
when the session ended.

http://www.capitol.tn.gov/Bills/106/Bill/HB0704.pdf

Tennessee: Amending the Tennessee Home Loan Protection Act, H.B. 1926/S.B. 749
Focus: Mortgage Lending

Type: Amendment to Code

House Bill 1926 prohibits lenders from making a high cost home loan without first verifying that
the borrower received appropriate housing counseling from third-party nonprofit organizations
approved by the U.S. Department of Housing and Urban Development, a housing financing
agency of this state, or the regulatory agency that has jurisdiction over the lender. The bill died
in the Commerce Committee in late April.
http://wapp.capitol.tn.gov/apps/Billinfo/Default.aspx?BillNumber=HB1926

Texas: Foreclosure Prevention Program, H.B. 2675

Focus: Mortgage Lending

Subfocus: Foreclosure Prevention and Mitigation

Type: Strategic Initiative

House Bill 2675 creates the Foreclosure Prevention Program to make financing and refinancing
education and assistance available to the public and provide financial assistance to homeowners
facing foreclosure or whose income is adversely affected by circumstances such as
unemployment, a reduction of wages or hours of employment, illness, or the death of a spouse
or other person contributing to the income of a homeowner.

The Texas Department of Housing and Community Affairs, which would have administered the
program, is to investigate and implement methods for disseminating to homeowners and
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homebuyers information designed to reduce and prevent foreclosures on homes in this state,
including information concerning:

#i  mortgage financing and refinancing options;

il home equity practices;

sl predatory lending practices;

#i  comparison of any financing or refinancing terms being offered to an individual and
terms otherwise available to the individual; and

Hi establish eligibility requirements for homeowners to receive financial assistance under the
program.

The bill died in the House Urban Affairs Committee.
http://www.capitol.state.tx.us/BillLookup/History.aspx?LegSess=81R&Bill=HB2675

Texas: An Act Relating to the Liability of a Lender in Relation to Certain High-Cost
Home Loans, H.B. 3252

Focus: Mortgage Lending

Type: Regulatory Change

H.B. 3252 amends the Finance Code to make a lender who knowingly violates provisions relating
to high-cost home loans liable to a borrower for actual damages, injunctive relief, and reasonable
attorney's fees. The bill died in the House Committee on Pensions, Investments, and Financial
Services.

http://www.capitol.state.tx.us/tlodocs/81R/billtext/html/HB03252H.htm

Virginia: A Bill to Amend the Virginia Code, Relating to the Duty Of Persons Making
Mortgage Loans to Provide Homeownership Education, H.B. 1787

Focus: Mortgage Lending

Type: Regulatory Change

Virginia House Bill 1787 prohibits licensed mortgage lenders and mortgage brokers and certain
other persons exempt from the licensing requirements of the Mortgage Lender and Broker Act
from committing to make a high-risk mortgage loan unless the prospective borrower has
completed a homeownership education course that has been approved by the Federal National
Mortgage Association, Federal Home Loan Mortgage Corporation, the Bureau of Financial
Institutions, or the Virginia Housing Development Authority.

The bill defines a high-risk mortgage loan as a mortgage loan that is made to a borrower who is
a first-time home buyer and used for the purchase of real property that is secured by a first lien
and is either an adjustable or fixed-rate mortgage loan that bears interest at an initial rate four or
more percentage points greater than the Federal National Mortgage Association required net
yield for 30-year fixed rate mortgages, 60-day delivery as of the date of interest rate lock-in or
an adjustable rate mortgage loan that has an initial fixed interest rate period of three years or
less and has a prepayment penalty. The required homeownership education course must contain
the following:

il information on such topics as credit, obtaining a mortgage loan, working with the lender,

preparing to close on the mortgage loan, the differences between types of loans, an
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explanation of such terms as points, fees, and APR, and what a monthly payment does
and does not include;

i information on the repayment terms and obligations of the borrower under each high-risk
mortgage loan that the person offers to the prospective borrower;

i approval by the Federal National Mortgage Association, Federal Home Loan Mortgage
Corporation, the Commission's Bureau of Financial Institutions, or the Virginia Housing
Development Authority; and

il be conducted by a person not affiliated with the originating mortgage lender or mortgage
broker, unless the course is conducted in a classroom setting with two or more
prospective borrowers in attendance and the affiliated person conducts the course in
conjunction with instructors who are not affiliated with such lender or broker.

The bill exempts certain entities from the legislation including nonprofit corporations making
mortgage loans to promote homeownership or improvements for the disadvantaged and lenders
making three or fewer mortgage loans in any period of 12 consecutive months. The bill died in
the House Commerce and Labor Committee.
http://legl.state.va.us/cgi-bin/legp504.exe?091+ful+HB1787

Virginia: A Bill to Amend the Code of Virginia, Relating to Mortgage Lending and
Brokering Practices, Including Subprime Loans, Negative Amortization, Special Loans,
and Residential Mortgage Fraud, S.B. 991

Focus: Mortgage Lending

Type: Regulatory Change

Senate Bill 991 makes it unlawful for a mortgage broker knowingly to make, use, or facilitate the
use any deliberate and material misstatement, misrepresentation, or omission during the
mortgage lending process with the intention that it be relied on by a mortgage lender, borrower,
or any other party to the mortgage lending process. The bill also prohibits mortgage brokers from
providing or arranging for: a subprime loan containing a provision requiring or permitting the
imposition of a prepayment penalty, a residential mortgage loan, other than a reverse mortgage,
if the borrower's compliance with any repayment option will result in negative amortization
during any six-month period, and a mortgage loan that will pay off a special mortgage unless the
borrower has obtained a written certification from an authorized independent loan counselor on
the advisability of the loan transaction.”

Violations of this bill are punishable as a Class One misdemeanor. The bill also gives borrowers a
private right of action for violations of certain prohibited practices under the Mortgage Lender
and Broker Act, which allow the borrower to seek recovery of actual damages, statutory damages
equal to the amount of all lender fees included in the amount of the principal of the mortgage
loan, punitive damages, costs, and reasonable attorney fees. The bill died in the Senate
Commerce and Labor Committee.

http://legl.state.va.us/cgi-bin/legp504.exe?091 +ful+SB991

17 A special mortgage is defined as a residential mortgage loan originated, subsidized, or guaranteed by or through an
agency of the Commonwealth, a locality, or a nonprofit organization that has one or more nonstandard payment terms
that substantially benefit the borrower.
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West Virginia: A Bill to Amend the Code of West Virginia Relating To the Prevention of
Predatory Mortgage Lending Practices, H.B. 3097 /S.B. 709

Focus: Mortgage Lending

Type: Amendment to Code

This bill prohibits taking an interest in land as security arising out of credit sale, consumer loan or
rent-to-own agreement in which:

@l the loan, agreement or sale is not underwritten to determine whether the borrower can
afford to repay consistent with the terms of the loan or sale;

i the loan does not include the obligation to engage in comprehensive loss mitigation;

i the consumer refinances an existing home-secured loan without achieving a net tangible
benefit;

sl income verification is not a part of the consumer loan underwriting;

sl has a prepayment penalty;

i a trust deed allows for the substitution of the trustee without the consent of both parties,
absent the death, disability or other inability to serve of the original agreed upon trustee;
or

il the consumer is charged a rate of finance charge higher than that for which the
consumer qualifies.

House Bill 3097 died in the House Banking and Insurance Committee.

http://www.legis.state.wv.us/bill _status/bills text.cfm?billdoc=hb3097%20intr.htm&yr=2009&sesstype=RS
&i=3097
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