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NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMITTEE MEETING NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notified that the House Committee on Banking will meet as follows:

DAY & DATE: Thursday, March 19, 2015
TIME: 12:00 PM
LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 104 Eliminate Audited Financial Statement Representative J. Bell
Req. Representative Jordan
HB 105 Reduce Mortgage Lender Surety Representative J. Bell
Bonds. Representative Jordan
HB 106 Expand Banking Commission Representative J. Bell
‘ Membership. Representative Jordan

Respectfully,

Representative Julia C. Howard, Co-Chair
Representative Charles Jeter, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 10:31 AM on
Wednesday, March 11, 2015.

__ Principal Clerk
__Reading Clerk — House Chamber

Brittany Eller (Committee Assistant)






House Committee on Banking
Thursday, March 19, 2015, 12:00 PM
1228/1327 Legislative Building

AGENDA
Welcome and Opening Remarks
Introduction of Pages
Bills
BILL NO. SHORT TITLE
HB 104 Eliminate Audited Iinancial Statement
Req.
HB 105 Reduce Mortgage lLender Surety
Bonds.
HB 106 Expand Banking Commission
Membership.

Adjournment

SPONSOR

Representative J. Bell
Representative Jordan
Representative J. Bell
Representative Jordan
Representative J. Bell
Representative Jordan






House Committee on Banking
Thursday, March 19, 2015 at 12:00 PM
Room 1228/1327 of the Legislative Building

MINUTES

The House Committee on Banking met at 12:00 PM on March 19, 2015 in Room 1228/1327 of
the Legislative Building. The following committee members were present: Representatives J.
Bell, Bishop, Blust, Bradford, Bryan, Bumgardner, Carney, Cunningham, Earle, Fraley, L. Hall,
Hanes, Hardister, Howard, Jeter, Jordan, Malone, G. Martin, R. Moore, Pendleton, Pierce,
Szoka, Terry, Willingham, and Zachary. Karen Cocharan-Brown and Drupti Chauhan from the
Legislative Research staff were in attendance. A Visitor Registration list is attached and made
part of these minutes. (Attachment I)

Representative Charles Jeter, Chair, called the meeting to order at 12:00 pm. He introduced the
page and the Sergeant of Arms staff. (Attachment II)

The following bills were considered:

HB 106, entitled Amend Banking Commission Membership. (Representatives J. Bell,
Jordan)

Representative Jeter recognized Representative Bell, bill sponsor to explain. Representative Bell
made a motion that the proposed committee substitute for HB 106 be placed before the
committee for discussion. Representative Bell explained the PCS for H106. There was
discussion of the bill. Representative Bishop made a motion for an unfavorable to the original
bill, but favorable to the PCS. The motion passed.

HB 105, entitled Reduce Mortgage Lender Surety Bonds. (Representatives J. Bell, Jordan)

Representative Jeter recognized Representative Bell, bill sponsor to explain. Representative
Szoka, co-sponsor of the bill, also helped explain. There was discussion of the bill.
Representative Hardister moved for a favorable report. The motion passed.

HB 104, entitled Eliminate Audited Financial Statement Req. (Representatives J. Bell,
Jordan)

Representative Jeter recognized Representative Bell, bill sponsor to explain. Representative
Jordan and Szoka, also helped explain. There was discussion of the bill. Representative Jeter
announced discussion on the bill would be continued to the next meeting.

The meetino adianrned at 17-55 nm,
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Rer t Brittany Eller, Committee Clerk
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2015

HOUSE BILL 106
PROPOSED COMMITTEE SUBSTITUTE H106-PCS30125-RQ-3

Short Title: ~ Amend Banking Commission Membership. (Public)

Sponsors:

Referred to:

February 27, 2015

A BILL TO BE ENTITLED
AN ACT TO AMEND THE MEMBERSHIP OF THE BANKING COMMISSION.
The General Assembly of North Carolina enacts:

SECTION 1. G.S. 53C-1-4(58) reads as rewritten:

"(58) Public member. — A member of the Commission who is not a practical
banker-erbanker, a consumer finance Hieensee-licc~~~-, or a per~~- '"~~~sed
under Article 19B of Chapter 53 of the C~-~ral Statutes and who is not at
the time of appointment to the Commission, nor was within the five years
preceding the appointment, an employee of a North Carolina { ancial
institution."

SECTION 2. G.S. 53C-2-1(a) reads as rewritten:

"(a) The Commission consists of 15 members, including the State Treasurer, who shall
serve as an ex officio member; 12 members appointed by the Governor; and two members
appointed by the General Assembly under G.S. 120-121, one of whom shall be appointed upon
the recommendation of the President Pro Tempore of the Senate and one of whom shall be
appointed upon the recommendation of the Speaker of the House of Representatives. The
Governor shall appoint three practical bankers, one consumer finance licensee, one per~~-
licensed under Art’~'~ '™ ~¢ _Chapter 53 of the General Statutes. and eight -~~~ -ublic
members to the Commission. The member appointed upon the recommendation of the
President Pro Tempore of the Senate shall be a practical banker, and the member appointed
upon the recommendation of the Speaker of the House shall be a practical banker. Members
shall serve terms of four years. No individual shall serve more than two complete consecutive
terms on the Commission. Any vacancy occurring in the membership of the Commission shall
be filled by the appropriate appointing officer for the unexpired term, except that vacancies
among members appointed by the General Assembly shall be filled in accordance with
G.S. 120-122. The appointed members of the Commission shall receive subsistence a1 travel
expenses at the rates set forth in G.S. 120-3.1. This compensation shall be paid from the
revenues of the OCOB."

SECTION 3. When the changes to G.S. 53C-2-1, as enacted by Section 2 of this
act, become effective, the position on the Commission held by Donald E. Fader shall convert to
a position assigned for a licensee under Article 19B of Chapter 53 of the General Statutes.
Donald E. Fader shall continue on the Commission as the designated licensee under Article
19B of Chapter 53 of the General Statutes for his remaining term, which is scheduled to expire
April 1, 2017, or until he resigns or ceases to meet the definition of a licensee under Article
19B of Chapter 53 of the General Statutes, whichever occurs first. The terms of the remaining

*H 106 -PCsSsS301295-R®@=-23=*




General Assembly Of North Carolina Session 2015

1  members appointed by the Governor shall expire under the current schedule, and the Governor
2 shall make appointments to fill vacancies as they occur.
3 SECTION 4. This act is effective when it becomes law. .

Page 2 House Bill 106 H106-PCS30125-RQ-3



HOUSE BILL 106:
Expand Banking Commission Memb¢ sh.,.

2015-2016 General Assembly

Committee: House Banking Date: March 19, 2015

Introduced by: Reps. J. Bell, Jordan Prepared by: Drupti Chauhan

Analysis of?: PCS to First Edition Committee Counsel
H106-CSRQ-3

SUMMARY: House Bill 106 would increase the membership of the North Carolina Banking
Commission (Commission) from 15 members to 17 members. This bill is a recommendation of the
Legislative Research Commission Study Committee on Banking Law Amendments.

The Proposed Committee Substitute would leave the total number of the membership of the
Commission at 15 members but would reduce the number of public members from 8 to 7 and add 1
member who is an individual licensed under Article 19B of Chapter 53 of the General Statutes which
is the S.A.F.E. Mortgage Licensing Act.

CURRENT LAW: The North Carolina Banking Commission (Commission) consists of 15 members
including the State Treasurer who is ex officio member. Of these, 12 members are appointed by the
Governor and 2 members who are both practical bankers are appointed by the General Assembly (one is
recommended by the President Pro Tempore of the Senate and one is recommended by the Speaker of
the House of Representatives). Of the Governor's 12 appointments, 3 are practical bankers, one is a
consumer finance licensee, and eight are public members.

BILL ANALYSIS: The PCS for HB 106 would leave the total number of the membership of the
Commission at 15 members but would reduce the number of public members from 8 to 7 and add 1
member who is an individual licensed under Article 19B of Chapter 53 of the General Statutes which is
the S.A.F.E. Mortgage Licensing Act.

The PCS also specifies that when the bill becomes effective, the position on the Commission held by
Donald E. Fader would convert to a position assigned for a licensee under Article 19B of Chapter 53 for
his remaining term which is scheduled to expire April 1, 2017 or until he resigns or ceases to meet the
definition of a licensee under Article 19B of Chapter 53, whichever occurs first. The terms of the
remaining members appointed by the Governor would expire under the current schedule with the
Governor making appointments to fill vacancies as they occur.

EFFECTIVE DATE: The bill would become effective when it becomes law.

BACKGROUND: The Legislative Research Commission Study Committee on Banking Law
Amendments recommendation was based on the following finding:

"The Committee finds that inasmuch as a significant portion of the revenue generated to fund the North
Carolina Office of Commissioner of Banks comes from mortgage industry licensees, it is appropriate
that the industry should be represented on the State Banking Commission."

O. Walker Reagan Research Division
Director (919) 733-2578
* H106 - S MROGQ@-7 C SRa&@-3 - Vv 1 =
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Of Ana hikmdead

million ~~'"~=- /ETAN ANAANOY or more, then the mortgage lender's minimum
bond shall be hvehundred—thousand-doHars($500;000).0ne hundred
thousand dollars ($150.000).

3) Any increased surety bond required under subdivision (1) or (2) of this
subsection shall be filed with the Commissioner on or before May 31
immediately following the end of the 12-month December 31 period.

(c) The surety bond shall be in a form satisfactory to the Commissioner and shall run to
the State for the benefit of any claimants against the licensee to secure the faithful performance
of the obligations of the licensee under this Article. The aggregate liability of the surety shall
not exceed the principal sum of the bond. A party having a claim against the licensee may bring
suit directly on the surety bond, or the Commissioner may bring suit on behalf of any
claimants, either in one action or in successive actions. Consumer claims shall be given priority
in recovering from the bond. When an action is commenced on a licensee's bond, the
Commissioner may require the filing of a new bond. In this case, the licensee shall file a
replacement bond in the required amount within 30 days. Immediately upon recovery upon any
action on the bond the licensee shall file a new bond.

( In the Commissioner's discretion and upon written request of the licensee, the
Commissioner may waive the requirement of the bond for any licensee, if:

(N The licensee has been licensed by the Commissioner for at least three years;

2) The licensee can demonstrate a net worth, according to the most recent
audited-financial statement, ~* 1t least four—+times-the required bond amount,
and the licensee certifies that 1ts net worth will be maintained at or above
this level at all times and agrees to notify the Commissioner and to secure an
appropriate bond in the event the net worth falls below this level;

3) The Commissioner believes the licensee has a satisfactory history of
resolving complaints from consumers and responding to findings of
investigations or examinations by the Commissioner; and

4) The Commissioner has no reason to believe the licensee will be unable to
resolve complaints, respond to examination or investigative findings, or
fulfill financial obligations under this Article.

(e) If the Commissioner has waived the bond requirement of a licensee based on
subsection (d) of this section, the Commissioner may summarily reinstate the bond requirement
on any licensee if the Commissioner has reason to believe the licensee no longer meets the
standards in subsection (d) of this section. In this event. the licensee shall submit a bond, as
required in subsection (b) of this section, within 30 days. Failure to submit a bond as directed
by the Commissioner shall be grounds for summary suspension.”

SECTION 2. This act is effective when it becomes law.
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HOUSE BILL 105:
Reduce Mortgage Lender Surety Bonds

R

2015-2016 General Assembly

Committee: House Banking Date: March 18, 2015
Introduced by: Reps. J. Bell, Jordan Prepared by: Karen Cochrane-Brown
Analvsis of: First Edition Committee Counsel

SUMMARY: House Bill 105 amends the S.A.F.E. Morigage Licensing Act to reduce the amount of
the surety bond requirement for licensed mortgage brokers, morigage lenders, and mortgage
servicers. The bill also allows the Commissioner to waive the requirement of a bond if the licensee has
a net worth of at least the required bond amount.

This bill was recommended by the Legislative Research Commission Study Committee on Banking
Law Amendments.

CURRENT LAW:

In 2009, the North Carolina Safe and Fair Enforcement Mortgage Licensing Act was enacted to conform
to the requirements of Title V of the federal Housing and Economic Recovery Act of 2008. This is the
licensing and regulatory statute for the mortgage lending industry which is administered by the Office of
Commissioner of Banks.

The law currently provides that loan originators must be covered by a surety bond through employment
with a licensee. A mortgage broker must post a bond of $75,000, but if the broker originates between
$10 million and $50 million dollars in loans per year, the bond must be for $125.000, and if the broker
originates $50 million or more in loans per year, the bond must be for $250,000.

A mortgage lender or servicer must post a minimum surety bond of $150.000. If the mortgage lender
originates between $10 million and $50 million in loans per year, the bond must be for $250,000, and if
the mortgage lender originates $50 million or more in loans per vear, the bond must be for $500,000.

The law also allows the Commissioner to waive the bond requirement under certain circumstances, upon
written request of the licensee.

BILL ANALYSIS:

House Bill 105 reduces the bonding amounts required for mortgage licensees. The minimum bond for a
mortgage broker is reduced from $75,000 to $25,000. If the mortgage broker originates between $25
million and $100 million in loans per year, the bond would be $75,000, and if the mortgage broker
originates $100 million or more in loans per year, the bond would be $150,000.

The bill further provides that the minimum surety bond that a mortgage lender or servicer must post is
reduced from $150,000 to $100,000. If the mortgage lender or servicer originates $100 million dollars or
more in loans per year, the minimum bond would be $150,000.

The bill also amends the Commissioner's authority to waive the bond requirement. Under current law,
the Commissioner can waive the requirement if the licensee can demonstrate a net worth. by an audited
financial statement, of at least four times the required bond amount. The bill changes this provision to

TR AR

l Research Division
*H105-SMRO - E 1 -V 1 =%

(919) 733-2578

O. Walker Reagan
Director




House Bill 105
Page 2

eliminate the requirement that net worth be demonstrated by an audited financial statement and reduces .
the net worth requirement to the same as the bond requirement.

EFFECTIVE DATE: This act is effective when it becomes law.

BACKGROUND: This bill was recommended by the Legislative Research Commission Committee on
Ba ing Law Amendments. The Committee found that the surety bond requirements for North Carolina
mortgage brokers and lenders is among the highest in our region and exceeds the amounts of
surrounding states.
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2015

HOUSE BILL 104

Short Title:  Eliminate Audited Financial Statement Req. (Public)

Sponsors: Representatives J. Bell and Jordan (Primary Sponsors).
Fora comvlete list of Sponsors, refer to the North Carolina General Assemblv Web Site.

Referred to: Bankm g.

February 27, 2015

A BILL TO BE ENTITLED
AN ACT TO ELIMINATE THE REQUIREMENT THAT LICENSED MORTGAGE

LENDERS OBTAIN AN AUDITED FINANCIAL STATEMENT, AS RECOMMENDED

BY THE LEGISLATIVE RESEARCH COMMISSION STUDY COMMITTEE ON

BANKING LAW AMENDMENTS.

The General Assembly of North Carolina enacts:
SECTION 1. G.S. 53-244.104 reads as rewritten:
"§ 53-244.104. Minimum net worth requirements.

€)] A minimum net worth shall be continuously maintained for licensees in accordance
with this section. In the event that the mortgage loan originator or transitional mortgage loan
originator is an employee or exclusive agent of a person subject to this Article, the net worth of
the person subject to this Article can be used in lieu of the mortgage loan originator's or
transitional mortgage loan originator's minimum net worth requirement. The minimum net
worth to be maintained for each license is as follows:

() If the licensee is a mortgage lender, it shall maintain a net worth of at least
one hundred thousand dollars ($100,000), including evidence of liquidity of
one million dollars ($1,000,000), which may include a warehouse line of
credit of one million dollars ($1,000,000) or other evidence of inding
capacity to conduct mortgage originations as documented by anunqualified
audited—statement-a certified public accountant's ~~~p’'~**on_of financial
condition.

(2) If the licensee is a mortgage servicer, it shall maintain a net worth of at least
one hundred thousand dollars ($100,000), not including monies in any
escrow accounts held for others.

3) If the licensee is a mortgage broker, it shall maintain a net worth of at least
twenty-five thousand dollars ($25,000), including evidence of liquidity of
ten thousand dollars ($10,000), as certified by the licensee in a certified
statement of financial condition.

(b) The Commissioner may adopt rules to require additional minimum net worth or
otherwise amend net worth requirements as are necessary to ensure licensees maintain adequate
financial responsibility and accomplish the purposes of this Article."”

SECTION 2. This act is effective when it becomes law.
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HOUSE BILL 104:
Eliminate Audited Financial Statement Req

Ftumman

2015-2016 General Assembly

Committee: House Banking Date: March 18, 2015
Introduced by: Reps. J. Bell, Jordan Prepared by: Karen Cochrane-Brown
Analvsis of: First Edition Committee Counsel

SUMMARY: House Bill 104 amends the S.A.F.E. Mortgage Licensing Act to eliminate the
requirement that a licensed mortgage lender's net worth and funding capacity by demonstrated by an
unqualified audited statement of financial condition. The bill substitutes a requirment that the
licensed mortgage lender need only obtain a certified public accountant's compilation of financial
condition.

This bill was recommended by the Legislative Research Commission Study Committee on Banking
Law Amendments.

CURRENT LAW:

Under the North Carolina Safe and Fair Enforcement Mortgage Licensing Act. a licensed mortgage
lender is required to maintain a net worth of at least $100,000, including evidence of liquidity of $1
million dollars, which may include a warehouse line of credit of $1 million dollars or other evidence of
funding capacity to conduct mortgage originations. The net worth and evidence of funding capacity
must be documented by an unqualified audited statement of financial condition which is provided to the
Commissioner of Banks.

According to the American Institute of CPAs, an unqualified audited financial statement provides the
highest level of assurance about whether the financial statements are free of material misstatement.

BILL ANALYSIS:

House Bill 104 eliminates the requirement that a licensed mortgage lender obtain an unqualified audited
financial statement to demonstrate net worth and funding capacity and instead only requires a certified
public accountant's compilation of financial condition.

According to the American Institute of CPAs, a compilation is the most basic level of service a CPA
provides with respect to financial statements. In a compilation, the accountant does not obtain or provide
any assurance that there are no material modifications that should be made to the financial statements.

EFFECTIVE DATE: This act is effective when it becomes law.

BACKGROUND: This bill was recommended by the Legislative Research Commission Committee on
Banking Law Amendments. The Committee found that requiring unqualified audited financial
statements, which are the highest standard of evaluation given by a certified public accountant and
therefore the most costly. imposes a hardship on some lenders.

O. Walker Reagan Research Division
Director (919) 733-2578
* H 104 - S MRO -5 E 1 - Vv 1 %






NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATIVES

BANKING COMMITTEE REPORT
Representative Julia C. Howard, Co-Chair
Representative Charles Jeter, Co-Chair

FAVORABLE COM SUB , UNFAVORABLE ORIGINAL BILL

HB 106 Expand Banking Commission Membership.
: Draft Number:. H106-PCS30125-RQ-3
Serial Referral: None :

Recommended Referral: None
Long Title Amended: Yes
Floor Manager: J. Bell

TOTAL REPORTED: 1
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Corrected #5: Addition of HB 627

NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMM.: T'EE MEETING NOTICE
AND
BILL SPONSOR NOTIFICA ..ON
2015-2016 SESSION

You are hereby notified that the House Committee on Banking will meet as follows:

DAY & DATE: Monday, April 27,2015
TIME: 4:00 PM
LOCATION: 1228/1327 LB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
HB 511 Credit Unions/Statutory Changes. Representative Ross
Representative J. Bell
Representative Bradford
Representative Glazier
HB 541 Proof Required for Debt/Fees. Representative Collins
Representative Szoka
Representative R. Moore
Representative Jeter
HB 126 Mortgage Origination Support Representative Hardister
Registration. Representative Szoka
Representative Meyer
Representative Ross
HB 289 NC Money Transmitters Act.-AB Representative Ross
Representative Jeter
Representative Hardister
HB 627 Study Financial Transaction Card Representative McNeill
Fraud.






Respectfully,

Representative Julia C. Howard, Co-Chair
Representative Charles Jeter, Co-Chair

| hereby certify this notice was filed by the committee assistant at the following offices at 2:36 PM on
Tuesday, April 28, 2015.

___ Principal Clerk
_ Reading Clerk — House Chamber

Brittany Eller (Committee Assistant)






House Committee on Banking
Monday, April 27, 2015, 4:00 PM
1228/1327 Legislative Building

AGENDA

Welcome and Opening Remarks

Introduction of Pages

Bills

BILL NO.
HB 511

HB 541

HB 126

HB 289

HB 627

Presentations

SHORT TITLE SPONSOR

Credit Unions/Statutory Changes. Representative Ross
Representative J. Bell
Representative Bradford
Representative Glazier

Proof Required for Debt/Fees. Representative Collins
Representative Szoka
Representative R. Moore
Representative Jeter

Mortgage Origination Support Representative Hardister

Registration. Representative Szoka
Representative Meyer
Representative Ross

NC Money Transmitters Act.-AB Representative Ross
Representative Jeter
Representative Hardister

Study Financial Transaction Card Representative McNeill

Fraud.

Other Business

Adjournment






House Committee on Banking
n Thursday, April 28, 2015 at 4:00 PM
Room 1228/1327 of the Legislative Building

MINUTES

The House Committee on Banking met at 4:00 PM on April 28, 2015 in Room 1228/1327 of the Legislative
Building. The following committee members were present: Representatives Bishop, Blust, Bradford, Bryan,
Bumgardner, Cunningham, Dobson, Fraley, L. Hall, Hanes, Hardister, Howard, Jeter, Jordan, Malone, Moore, Ross,
Szoka, Willingham, and Zachary. Karen Cocharan-Brown and Drupti Chauhan from the Legislative Research staff
were in attendance.

Representative Julia Howard, Chair, called the meeting to order at 4:04 pm. She introduced the Sergeant of Arms
staff.

The following bills were considered:
HB 289, NC Money Transmitters Act.-AB. (Representatives Ross, Jeter, and Hardister)

Representative Howard recognized Representative Ross, bill sponsor to explain. There was no discussion on the bill.
Representative Bishop made a motion for a favorable report. The motion passed.

HB 511, Credit Unions/Statutory Changes. (Representatives Ross.)

resentative Howard recognized Representative Ross, bill sponsor to explain. There was discussion on the bill.
resentative Zachary moved for a favorable report. The motion passed.

HB 627, Study Financial Transaction Card Fraud. (Representative McNeill)

Representative Howard recognized Representative McNeill, bill sponsor to explain the HB 627 PCS motioned by
Representative Hanes. There was discussion on the bill. Representative Fraley made motion to serial referral to the
Rules Committee. The motion passed.

HB 126 Mortgage Origination Support Registration( Representatives Hardister, Szoka, Meyer, and Ross)

Representative Howard recognized Representative Hardister, bill sponsor to explain. There was no discussion on the
bill. Representative Zachary moved for a favorable report. The motion passed.

HB 541, Proof Required for Debt/Fees. (Representatives Collins, Szoka, R. Moore, and Jeter.)

Representative Howard Recognized Representative Collins to explain the HB 541 PCS Motioned by Representative
Hanes, for discussion only. There was discussion on the bill. Representative Howard annou :ed discussion on the
bill would be continued to the next meeting.

ting adjourned at 4:48 pm.

Lia ////] /’ _—
. . . g _'l/ _L ’ ‘ .
resengdtive Julia C. Howard, Chair Presiding CodyHuneycutt, Committee Clerk
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not affect or impair any of the remairin~ ==~icinme can tances, clauses, sectinme nw mavto AF
this Article.
"8 53-208.64. Transition.

Any person who holds in good standing a money transmitters license issued by the
Commissioner o= ~= ~%#~=November 1, 2014, may contir'= *~ engage ir ~'ch business subject
to the requirem==*= ~* #~1= Article."

SECTIUN 2. Article 16A of Chapter 53 of the General Statutes is repealed.
SECTION 3. This act becomes effective October 1, 2015.

Page 16 H289 [Edition 1]




HOUSE BILL 289:
NC Money Transmitters Act.-AB

st 4

2015-2016 General Assembly

Committee: House Banking, it tavorable, Finance Date: April 7, 2015
Introduced by: Reps. Ross, Jeter, Hardister Prepared by: Drupti Chauhan
Analysis of: First Edition Committee Counsel

SUMMARY: House Bill 289 would enact a new Money Transmitters Act (MTA) as requested by the Office of
the North Carolina Commissioner of Banks.

[As introduced, this bill was identical to S680, as introduced by Sen. Gunn, which is currently in Rules and
Operations of the Senate.]

CURRENT LAW: Article 16A of Chapter 53 of the General Statutes is the current Money Transmitters Act
enacted in 2001.

BILL ANALYSIS: House Bill 289 would enact a new MTA as requested by the Office of the North Carolina
Commissioner of Banks.

Definitions—Several new terms are added to the list of defined terms including "branch office"; "depository
institution"; "NMLS"; and "virtual currency". Several definitions are revised including "payment instrument” and
"stored value".

License Requiremen  Clarifies that licensure is only required for those who profit from the transmission of
funds and excludes those that transmit funds without compensation or gain. Also clarifies existing requirement
’ that out of state entities must be licensed if their services are available to North Carolina consumers.

Exemptions—Provides that individuals acting as the agent of the recipient of transmitted funds under a written
contract are exempt from the MTA. Creates a new exemption from licensure for employers who e money
transmission services to pay wages. Provides for a method to seek exemption from the Office of the
Commissioner of Banks.

License Application—Applications for licenses under the MTA would be through the Nationwide Multistate
Licensing System (NMLS) which is used by over 20 other states.

Minimum Net Worth—Creates a uniform minimum net worth of $250,000 for all applicants and allows the
Commissioner of Banks (Commissioner) to increase the amount of net worth required of an applicant or licensee
if the Commissioner determines that the additional net worth is necessary based on consideration of specific
factors.

Surety Bond—Restructures the surety bond requirement to provide an initial bond amount of $150,000 with the
bond for subsequent years based on a tiered structure determined by volume of transmissions in the State with a
maximum of $250,000. Current law requires a minimum of $150,000 with an additional $5,000 required per
location in the State up to a maximum of $250,000.

Permissible Investments and Statutory Trusts—Makes conforming statutory reference changes.

Application Fees and Annual Assessment—Keeps existing application fee of $1,500 and replaces the
examination fee and annual renewal fee with an annual assessment to be paid by the licensee to cover the cost of
the regulation, based on the company's North Carolina transmission volume.

Issuance of License—Codifies an existing administrative rule that an application for a license will be considered
abandoned if the applicant fails to provide all requested information within 30 days of submission or if the
applicant fails to respond to subsequent requests for information necessary to evaluate the application. Annual
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licenses would become perpetual licenses which eliminates the current requirement that companies must renew
their licenses every year and pay annual renewal fee.

Prohibited Practices—Creates a clear set of prohibited practices that address risks posed by money ti ismission
such as failure to remit money received for transmission.

Maintenance of Record sets out the maintenance of records section of the current law and updates the
language related to the maintenance of digital records to account for different methods of digitizing documents.
Clarifies the duty of the licensee to notify the Commissioner of the change of location of stored records.

Reporting—Consolidates annual and quarterly reports into one statute and provides that the reporting is to be
done through the NMLS. The Commissioner could accept other reporting through the NMLS to avoid duplicate
reporting requirements where possible.

Notice of Material Event—Clarifies existing reporting requirements that are associated with material events
which are referred to as "extraordinary reporting requirements" in the current law. One addition would be that
within 15 days of a change or acquisition of control of a licensee, the licensee would provide notice of the event
to the Commissioner.

Examination and Investigation Authority—Consolidates the existing authority of the Commissioner to
examine ar investigate both licensees and prospective licensees to ensure compliance.

Licensure Authority—Sets forth a 2 part test that allows the Commissioner through an order deny, suspend,
revoke, or refuse to issue a license under certain listed circumstances and the order would be in the public interest.

Disciplinary Authority—Provides that all administrative actions and hearings under MTA are subject to the NC
Administrative Procedures Act. Allows the Commissioner to issue a summary suspension of a license or cease
and desist order if the Commissioner has reason to believe there has been a violation of law that poses an
imminent threat to the public. This would be different that current law which only allows the Commissioner to
pursue an injunction in Wake County Superior Court. The maximum civil money penalty for each violation
would increase to $5,000 from $1,000. The Commissioner would also continue to have the authority to negotiate
and settle disputed matters short of litigation.

Criminal Penalties—Incorporates existing criminal penalties.

Confidentiality—Clarifies existing confidentiality requirements to extend to information obtained in the
regulation of money transmitters.

Rules—Keeps existing authority of the State Banking Commission to adopt rules necessary to implement the
MTA as well as the method for aggrieved parties to appeal a rule or order of the Commissioner to the State
Banking Commission.

Service of Process—Keeps existing language to service of process on licensee and adds the service of process
language from other statutes administered by the Commissioner.

Commissioner's Participation in Nationwide Registry—Authorizes the migration to the NMLS.

Severability  \llows for any invalid or unconstitutional provision to be removed without affecting the MTA as a
whole.

Transition—Provides that any licensee who holds a license in good standing on or after November 1, 2014 can
continue to engage in money transmitting subject to the requirements of the MTA.

EFFECTIVE DATE: The bill would become effective QOctober 1, 2015.
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HOUSE BILL 511

Short Title: ~ Credit Unions/Statutory Changes. (Public)

Sponsors: Representatives Ross, J. Bell, Bradford, and Glazier (Primary Sponsors).

For a complete list of Sponsors, refer to the North Carolina General Assembly Web Site.

Referred to: Banking.

April 2, 2015

A BILL TO BE ENTITLED
AN ACT TO MAKE VARIOUS STATUTORY CHANGES RELATED TO CREDIT
UNIONS.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 47C-4-110(a) reads as rewritten:
"§ 47C-4-110. Escrow of deposits.

(a) Any deposit made in connection with the purchase or reservation of a unit from a
person required to deliver a public offering statement pursuant to G.S. 47C-4-102(c) shall be
immediately deposited in a trust or escrow account in %—iﬁﬁﬂf&é—b&ﬁk—@f—&ﬂ*‘}ﬁgﬂ—aﬁd—le&ﬂ
assoetation-tr-North-Carelina-a federally insured de~~-itory institution ' - A~i=9o business
in this State and shall remain in such account for such period of time as a purchaser is entitled
to cancel pursuant to G.S. 47C-4-108 or cancellation by the purchaser thercunder whichever
occurs first. Payments held in such trust or escrow accounts shall be deemed to belong to the
purchaser and not the seller."”

SECTION 2. G.S. 42-50 reads as rewritten:
"§ 42-50. Deposits from the tenant.

Security deposits from the tenant in residential dwelling units shall be deposited in a trust
account with a licensed and insured-bank—orsavings—institutionloeated—nthe-State-of Nerth
Carehina F~-~-1t ineered depository institution lawfully doing business in th*~ ©“~*~ or the
landlord may, at his option, furnish a bond from an insurance company licensed to do business
in North Carolina. The security deposits from the tenant may be held in a trust account outside
of the State of North Carolina only if the landlord provides the tenant with an adequate bond in
the amount of said deposits. The landlord or his agent shall notify the tenant within . days
after the beginning of the lease term of the name and address of the bank or institution where
his deposit is currently located or the name of the insurance company providing the bond."

SECTION 3. G.S. 42A-15 reads as rewritten:
"§ 42A-15. Trust account uses.

A landlord or real estate broker may require a tenant to pay all or part of any required rent,
security deposit, or other fees permitted by law in advance of the commencement of a tenancy
under this Chapter if these payments are expressly authorized in the vacation rental agreement.
If the tenant is required to make any advance payments, other than a security deposit, whether
the payment is denominated as rent or otherwise, the landlord or real estate broker shall deposit
these payments in a trust account in aﬂ—mse&ed—bami—er—sawﬂgs—mé—leaﬂ—asse%eﬂ—m—Neﬂh
Carehina-a federally -~~~ “~mository institution lawfully doing -+~~~ 1 this State no later
than three banking days after the receipt of these payments. These payments deposited in a trust
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account shall not earn interest unless the landlord and tenant agree in the vacation rental
agreement that the payments may be deposited in an interest-bearing account. The landlord and
tenant shall also provide in the agreement to whoim the accrued interest shall be disbursed.”
SECTION 4. G.S. 54-109.82 reads as rewritten:
"§ 54-109.82. Investment of funds.
The capital, deposits, undivided profits and reserve fund of the corporation may be invested
only in any of the following ways:

“1?) ™ higher educat:~~ bonds permissible ur--~ =S, 116D-2, provided that
such bonds pledge the #~*h, cre** and taxing power of the State for the
payment of the principal ot and interest on bonds and notes."

SECTION 5. G.S. 54-109.38 reads as rewritten:

"§ 54-109.38. Compensation of officials.

No member of the board of directors or of the credit committee or supervisory committee
shall e compensated for his service in this position, but providing reasonable life, health,
accident and similar insurance protection for a director or committee member shall not be
considered compensation. Directors and committee members, while on official business of the
credit union, may be reimbursed for necessary and reasr—~ble expenses incidental to the
performance of the business. Such reimbur~~~ = ~n= in~lyda the payment of ex for one

gue~* "

SECTION 6. This act is effective when it becomes law.

Page 2 H511 [Edition 1]
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CURRENT LAW: Members of the board of directors or of the credit committee or supervisory
committee cannot be compensated for this service but they may be provided reasonable life, health,
accident, and similar insurance protection. Directors and committee members can be reimbursed for
necessary expenses incidental to the performance of official business of the credit union.

BILL ANALYSIS: Section 5 would clarify that reimbursement could occur for reasonable expenses
incidental to the performance of official business and that reimbursement can include the payment of
expenses for one guest.

EFFECTIVE DATE: The bill would become effective when it becomes law.
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HOUSE BILL 627
PROPOSED COMMITTEE SUBSTITUTE H627-CSRO-7 [v.1]
4/24/2015 11:11:41 AM
Short Title:  Study Financial Transaction Card Fraud. (Public)
Sponsors:

Referred to:

April 14, 2015

A BILL TO BE ENTITLED

AN ACT TO DIRECT THE LEGISLATIVE RESEARCH COMMISSION TO STUDY
METHODS TO PROVIDE ADDITIONAL PROTECTIONS TO USERS OF FINANCIAL
TRANSACTION CARDS.

The General Assembly of North Carolina enacts:

SECTION 1. The Legislative Research Commission shall study the problem of
credit card fraud in North Carolina, including the following:

(H
)

3)

Sy
)
(6)

(7
®)

)

The implementation of EMV Chip and PIN Technology in North Carolina.
The impact of the implementation of EMV Chip and Pin Technology in
North Carolina on our merchants and financial institutions.

Whether the EMV Chip and PIN Technology in North Carolina will include
the Chip and signature or the Chip and PIN, and if it is the Chip and
signature, then when the Chip and PIN Technology will be implemented.
Whether and how to deal with merchants that do not transition to the new
EMYV technology.

Whether North Carolina needs to enact any laws governing the use of
banking devices and scanning devices.

Whether current North Carolina laws governing credit card fraud and
identity theft are adequate and whether the current punishment leve : for
these crimes are appropriate considering the huge financial losses they
cause.

Why the conviction rate for misdemeanor and felony credit card fraud is so
low.

Whether the implementation of improved credit and debit card security will
cause a shift in fraud to other areas such as checks and whether new laws
and programs might be needed to prevent this shift.

Any other areas that the Commission believes necessary to determine how to
reduce credit and debit card fraud, and other fraudulent activities affecting
North Carolina citizens, merchants, and financial institutions.

SECTION 2. The Legislative Research Commission may make an interim report
including findings and legislative proposals to the 2015 General Assembly when it reconvenes
in 2016, and shall make its final report to the 2017 General Assembly when it convenes.

SECTION 3. This act is effective when it becomes law.
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that the person came into compliance with this section within 30 days of the issuance of the
citation and the person has remained in compliance with this section.

(©) Definitions. — The terms "automated banking device", "cardholder", "financial
transaction card". "personal identification ~~-~". "presenting", and "scanning device" have the
same meaning as in Article 19B of Chapter 14 of the General Statutes.”

SECTION 3. G.S. 14-113.17 reads as rewritten:
"§ 14-113.17. Punishment and penalties.

(a) A person who is subject to the punishment and penalties of this Article shall be
guilty of a Slass-2-misdemeanor-Class | fel~.

(b) A crime punishable under this Article is punishable as a €lass1Class G felony."

SECTION 4. Section | of this act becomes effective July 1, 2015. Section 2 of this
act becomes effective October 1, 2016. The remainder of this act becomes effective December
1, 2015. and applies to violations committed on or after that date.

Page 2 H627 [Edition 1]




HOUSE BILL 627:
Study Financial Transaction Card rraud

2015-2016 General Assembly

Committee: House Banking, if favorable, Judiciary | Date: April 25,2015

Introduced by: Rep. McNeill Prepared by: Karen Cochrane-Brown

Analysis of?: PCS to First Edition Committee Counsel
H627-CSRO-7

SUMMARY: The Proposed Committee Substitute for House Bill 627 directs the Legislative Research
Commission to study methods to provide additional protections to users of financial transaction cards.

BILL ANALYSIS:

The PCS for House Bill 627 directs the Legislative Research Commission to study the problem of credit
card fraud in North Carolina, including the implementation of new technologies designed to reduce
fraud and the impact of these technologies on North Carolina merchants and financial institutions. In
addition, the Commission may study, among other things:

e Whether North Carolina needs to enact any laws governing the use of banking devices and
scanning devices.

‘ e  Whether current North Carolina laws governing credit card fraud and identity theft are
adequate and whether the current punishment levels for these crimes are appropriate.

e Why the conviction rate for misdemeanor and felony credit card fraud is so low.

e Any other areas the Commission believes necessary to determine how to reduce credit and
debit card fraud.

EFFECTIVE DATE: This act is effective when it becomes law.

Director (919) 733-2578

‘ O. Walker Reagan ‘

||’ Research Division

LT

This bill analysis yas prepared by the nonpartisan legislative staff for the use of legislators in their deliberations and does not constitute an official statement of legislative intent,
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operates the business under that person's full charge. control, and supervision. Each mortgage
broker, mortgage lender, or mortgage servicer licensed under this AstieleArticle, or regi~*-t
registered unde~ *~*~ * —icle, shall file through the Nationwide Mortgage Licensing System and
Registry a form acceptable to the Commissioner indicating the licensee's designation of a
qualifyving individual and each qualifying individual's acceptance of the responsibility. Each
mortgage broker, mortgage lender, or mortgage servicer licensed under this AstieleArticle, or
reginteost warjetarad mndar thig Avticla shal| notify the Commissioner within 15 days of any
change n 1ts designated qualifying individual. Any individual licensee who operates as a sole
proprietorship shall qualify as and be considered the qualifying individual for the purposes of
this subsection.

"§ 53-244.050. License and registration application; claim of exemption.

(a) Applicants for a license or registration shall apply through the Nationwide Mortgage
Licensing Svstem and Registry on a form acceptable to the Commissioner, including the
following information:

(b) The eligibility requirements for an application for licensur= ~~_registration under this
Article are as follows:

(2) Each applicant for licensure as a mortgage breker—erb~~"or, mortgage
fenderlender. or mortgage servieerservicer. or registration as a registr~=* at
the time of application shall comply with the following requirements:

a. If the applicant is a sole proprietor. the applicant shall have at least
three years of experience in residential mortgage lending or other
experience or meet competency requirements as the Commissioner
may impose.

b. If the applicant is a corporation, limited liability company. general or
limited partnership. association. or other group engaged in a joint
enterprise. however organized. at least one of its principal officers,
managers. or general partners shall have three years of experience in
residential mortgage lending or other experience or meet competency
requirements as the Commissioner may impose.

c. [f the applicant will be a qualitying individual or branch manager, the
applicant shall have at least three years of experience in residential
mortgage lending or other experience or meet competency
requirements as the Commissioner may impose.

(c) In connection with an application for licensing as a mortgage loan originator.
transitional mortgage loan originator, mortgage lender, mortgage broker, or mortgage servicer,
or registration r= ~ -egistrant, the applicant and its owners. qualifying individual, and
contro ng persons shall furnish to the Nationwide Mortgage Licensing System and Registry
information concerning the applicant's identity, including:

(1 Fingerprints for submission to the Federal Bureau of Investigation and any
governmental agency or entity authorized to receive such information for a
state, national, and international criminal history background check.

(2) Personal history and experience in a form prescribed by the Nationwide
Mortgage Licensing System and Registry and the Commissioner to obtain:

a. Independent credit reports obtained from a consumer reporting
agency described in section 603(p) of the Fair Credit Reporting Act;
and

Page 2 H126 [Edition 1]
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b. Information related to any administrative, civil, or criminal findings
by any governmental jurisdiction.

(3) The personal history may be obtained by the Commissioner at any time and
the fingerprint information shall be furnished upon the Commissioner's
request.

(4) An authorization for the Commissioner to obtain personal history or
fingerprint information at any time.

(f) For purposes of this section, the Commissioner may request and the North Carolina
Department of Public Safety may provide a criminal record check to the Commissioner for any
person who (i) has applied for or holds a mortgage lender, mortgage broker, mortgage servicer,
mortgage loan originator, or transitional mortgage loan originator license as provided by this
seetionssection or (ii) has apr'~ for or holds a registration as a registrant ===« *hin anntine
The Commissioner shall provide the Department of Public Safety, along with the request, the
fingerprints of the person, any additional information required by the Department of Public
Safety, and a form signed by the person consenting to the check of the criminal recor and to
the use of the fingerprints and other identifying information required by the State or national
repositories. The person's fingerprints shall be forwarded to the State Bureau of Investigation
for a search of the State's criminal history record file, and the State Bureau of Inve  tion
shall forward a set of the fingerprints to the Federal Bureau of Investigation for a national
criminal history check. The Department of Public Safety may charge a fee for each person for
conducting the checks of criminal history records authorized by this section.

"§ 53-244.060. Issuance of Heense:license or regi-* -+~

If an applicant satisfies the requirements of G.S. 53-244.050, the Commissioner shall issue
a mortgage lender, mortgage broker. mortgage servicer, mortgage loan originator. or
transitional mortgage loan originator Heenselicense. or a mortgage origination support
registrant registration. unless the Commissioner finds any of the following:

(1) The applicant has had a mortgage loan originator or mort, e lender,
mortgage broker, or mortgage servicer hHeenselic-~-__or e
~=iyipatic= oo registrant resioeeetios o= i ~~givalent, revoked n any

governmental jurisdiction, except that a subsequent formal v :ation of the
revocation shall not be deemed a revocation.

4) The applicant has demonstrated a lack of financial responsibility, character.
or general fitness such as to fail to command the confidence of the
community and to warrant a determination that the mortgage loan originator,
transitional mortgage loan originator, or other licensee ~= =~~int=ret il
operate honestly, fairly, and efficiently within the purposes ot this Article.
For purposes of this subdivision, a person shows a lack of financial
responsibility when the person has shown a disregard in the management of
the person's own financial affairs. Evidence that a person has not shown
financial responsibility may include:

a. Current outstanding judgments, except judgments resulting solely
from medical expenses;

b. Current outstanding tax liens or other government liens and { ngs;

c. Foreclosures within the past three years; or

d. A pattern of serious delinquent accounts within the past three years.

H126 [Edition 1] Page 3
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or as of any date after filing, contained any statement that, in light of
the circumstances under which it was made, is false or misleading
with respect to any material faet:fact.

b. Has violated or failed to comply with any provision of this Article.
rule adopted by the Commissioner, or order of the
Commissionrers:Commissioner.

C. [s permanently or temporarily enjoined by any court of competent

jurisdiction from engaging in or continuing any conduct or practice
involving any aspect of the mortgage business:business.

d. Is the subject of an order of the Commissioner denying or suspending
that person's (i) license as a mortgage loan originator, transitional
mortgage loan originator, mortgage broker, mortgage lender, or
mortgage seevieersservicr ~r_(ii) regir*=~*7n_as a registrant, or its
equivalent.

e. Is the subject of an order entered within the past five years by the
authority of any state or federal agency with jurisdiction over the
mortgage brokerage, mortgage lending, or mortgage servicing

thdustrysindustry.

f. Fails at any time to meet the requirements of G.S.53-244.060,
53-244.070, 53-244.080. 53-244.090, 53-244.100, 53-244.103, or
33244404203 01 104,

g. Controls or has controlled any mortgage broker, mortgage lender, o

mortgage servieerservicer, or registrant, or - ~~wivelant. who has
been subject to an order or injunction described 1n sub-subdivision c.,
d., or ¢. of this subdivistenzsubdivision.

h. Has been the qualifyving individual, branch manager, mortgage loan
originator, or transitional mortgage loan originator of a licensee or
registrant who had knowledge of or reasonably should have had
knowledge of, or participated in, any activity that resulted in the
entry of an order undcr lhIS Amcle suspendmé or withdrawing the
license of a hieensee ™ o regieteeme

i. Has failed to respond to inquiries trom the Commissioner or the
Commissioner's designee regarding any complaints filed against the
licensee or registrant which allege or appear to involve violation of
this Article or any law or rule affecting the mortgage lending
business—erbusin~--

i Has failed to respond to and cooperate fully with notices from the
Commissioner or the Commissioner's designee relating to the
scheduling and conducting of an examination or investigation under
this Article.

(b In the event the Commissioner has reason to believe that a licensee, registrant.
indivi 1al, or person subject to this Article may have violated or failed to comply with any
provision of this Article, the Commissioner may:may take eith== ~f+h= f~llowing actions:

(h Summarily order the licensee. registrant. individual, or person to cease and
desist from any harmful activities or violations of this AxtielererArticle.

(2) Summarily suspend the (i) license of the licensee under this Astiele-Article
or (ii) the registration ¢ ~ ~~gistrant under i~ A =+~le,

These summary powers are in addition to the summary suspension procedures authorized
by G.S. 150B-3(c).

"§ 53-244.115. Investigation and examination authority.

Page 8 H126 [Edition 1]
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d. [ender/Servicer Audited Statements of Financial
Conditten-Condition.
e. Broker Certified Statements of Financial Cenditien—andCondition.
f. Quarterly Loan Origination Reports.
(4) Any other information deemed necessary to carry out the purposes of this
section.

(e) In making any examination or investigation authorized by this Article, the
Commissioner may control access to any documents and records of the leenseelicensee,
registrant, or person under examination or investigation. The Commissioner may take
possession of the documents and records or place a person in exclusive charge of the
documents and records in the place where they are usually kept. During the period ot control,
no in vidual or person shall remove or attempt to remove any of the documents and records
except pursuant to a court order or with the consent of the Commissioner. Unless the
Commissioner has reasonable grounds to believe the documents or records of the licensee or
registrant have been or are at risk of being altered or destroyed for purposes of concealing a
violation of this Article, the heenseelicensee. registrant, or owner of the documents and records
shall have access to the documents or records as necessary to conduct its ordinary business.

In order to carry out the purposes of this section, the Commissioner may:may do
) -
anv ~f e~ fallgwine:

(1 Retain attorneys, accountants, or other professionals and specialists as
examiners, auditors, or investigators to conduct or assist in the conduct of
examinations or Hrvestigationszinvestigations.

(2) Enter into agreements or relationships with other government oftficials or
regulatory associations in order to improve efficiencies and reduce
regulatory burden by sharing resources, standardized or uniform methods or
procedures. documents, records. information, or evidence obtained under
this seetion:section.

(3) Use, hire, contract, or employ public or privately available analytical
systems, methods. or software to examine or investigate the licensee,
individual. or person subject to this ArtielesArticle.

(4) Accept and rely on examination or investigation reports made by other
government officials, within or without this StateretState.

(35) Accept audit reports made by an independent certified public accountant for
the licensce. registrant. individual, or person in the course of that part of the
examination covering the same general subject matter as the audit and may
incorporate the audit report in the report of the examination, report of
investigation. or other writing of the Commissioner.

(2) In addition to the authority granted by G.S.53-244.113 and G.S. 53-244.115, the
Commissioner is authorized to take action. including summary suspension of the Heenseslicense
or registration. if the licensee or regis*-~~* fails, within 20 days or a lesser time if specifically
requested for good cause. te:to do any of the fo''~ving:

(1) Respond to inquiries from the Commissioner or the Commissioner's
designee regarding any complaints filed against the licensee or regi~*=~nt that
allege or appear to involve violation of this Article or any law or rule
affecting the mortgage lending business:business.

(2) Respond to and cooperate fully with notices from the Commissioner or the
Commissioner's designee relating to the scheduling and conducting of an
examination or investigation under this Astielere=4 - le.

(3) Consent to a criminal history record check. The refusal shall constitute
grounds for the Commissioner to deny licensure to the applicant as well as to
any entity=zentity that mee*~ ~1y of the following crite=ia:

Page 10 H126 [Edition 1]
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(a) The Commissioner may adopt any rules that the Commissioner deems necessary to
carry out the provisions of this Article, to provide for the protection of the borrowing public, to
prohibit unfair or deceptive practices, to instruct mortgage lenders, mortgage brokers, mortgage
servicers, mortgage loan originators, er-transitional mortgage loan erietnatersoriginators, or
registrants in interpreting this Article. and to implement and interpret the provisions of
G.S. 24-1.1E, 24-1.1F, and 24-10.2 as they apply to licensees ~= =~~intenmen apder this Article.

(b) The Commissioner shall keep a list of all applicants tor licensure or registration
under this Article or claimants of exempt status under G.S. 53-244.050(g) that includes the date
of application, name, place of residence, and whether the heens~!i~onca anjgtre**~~ or claim
of exempt status was granted or denied.

() The Commissioner shall keep a current roster showing the names and places of
business of all licensees and registrants that shows their respective mortgage loan originators
and transitional mortgage loan originators and a roster of exempt persons required to file a
notice under G.S. 53-244.050(g). The roster shat:shall meet ~'' ~**he following requirements:

(1 Be kept on file in the office of the Commisstoner:Commissioner.
(2) Contain information regarding all orders or other actions taken against the
heenseeslicensees. registrants, and other persens:-andpersons.
3) Be open to public inspection.
"§ 53-244.119. Commissioner's participation in nationwide registry.

(a) The Commissioner shall require mortgage loan originators and transitional
mortgage loan originators to be licensed and registered through the Nationwide Mortgage
Licensing System and Registry. In order to carry out this requirement, the Commissioner is
authorized to participate in the Nationwide Mortgage Licensing System and Registry. For this
purpose, the Commissioner may establish by rule any requirements as necessary. including:

(1) Background checks for:

a. Criminal history through fingerprint or other databases;

b. Civil or administrative records:

c. Credit history; or

d Any other information as deemed necessary by the Nationwide

Mortgage Licensing System and Registry.
(2) The payment of fees to apply for, renew, or amend licenses through the
Nationwide Mortgage Licensing System and Registry:
(3) The setting or resetting as necessary of renewal or reporting dates; and
) Requirements for amending or surrendering a license or any other activities
as the Commissioner deems necessary for participation in the Nationwide
Mortgage Licensing System and Registry.

(b) The Commissioner is authorized to establish relationships or contracts with the
Nationwide Mortgage Licensing System and Registry or other entities designated by the
Nationwide Mortgage Licensing System and Registry to collect and maintain records and
process transaction fees or other fees related to Heenseeslicencoac recictrantq or other persons
subject to this Article.

"§ 53-244.120. Confidentiality of information.

(e) The confidentiality provisions contained in subsection (c) of this section shall not
apply with respect to the information or material relating to the employment history of and
publicly adjudicated disciplinary and enforcement actions against mortgage lenders, mortgage
brokers, mortgage servicers, mortgage loan originators, ¢  ransitional mortgage loan
ertginatorsoriginators. or registrants that are included in the Nationwide Mortgage Licensing
System and Registry for access by the public.

"
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SECTION 2. If any provision of this act or its application to any p on or
circumstance is held invalid, the remainder of the act or the application of the provision to other
persons or circumstances is not affected. Any provision of this act deemed by HUD to conflict
with its interpretation of the S.A.F.E. Act, Title V, shall be interpreted, applied, or amended in
such a way as to comply with the S.A.F.E. Act as interpreted by HUD.

SECTION 3. The Commissioner of Banks may adopt temporary  es to
administer this act.

SECTION 4. Section 3 of this act is effective when this act becomes law. The
remainder of this act becomes effective July I, 2015, and applies to all applications for
registration as a mortgage origination support registrant filed on or after that date.
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HOUSE BILL 126:
Mortgage Origination Support Registration

2015-2016 General Assembly

Committee: House Banking, if favorable, Finance Date: April 25,2015
Introduced by: Reps. Hardister, Szoka, Meyer, Ross Prepared by: Karen Cochrane-Brown
Analysis of: First Edition Committee Counsel

SUMMARY: House Bill 126 amends the Secure and Fair Enforcement Mortgage Licensing Act to
authorize the Commissioner of Banks to implement a registration system for persons engaged
exclusively in the processing or underwriting of mortgage loans and not engaged in the morigage
business.

CURRENT LAW:

In 2009, the North Carolina Secure and Fair Enforcement Mortgage Licensing Act was enacted to
conform to the requirements of Title V of the federal Housing and Economic Recovery Act of 2008.
This act is the licensing and regulatory statute for the mortgage lending industry which is administered
by the Office of Commissioner of Banks. It provides for the licensing of mortgage loan originators, and
transitional mortgage loan originators, as well as mortgage brokers, lenders, and servicers through
registration with the Nationwide Mortgage Licensing System and Registry.

‘ BILL ANALYSIS: House Bill 126 amends the S.A.F.E. Mortgage Licensing Act by authorizing the
Commissioner of Banks to establish a registration system for "mortgage origination support registrants
or registrants", which are defined as persons engaged exclusively in the processing or underwriting of
residential mortgage loans and not engaged in the mortgage business.

Upon issuance of the registration, a registrant can sponsor and employ licensed mortgage loan
originators or transitional mortgage loan originators to control and supervise the registrant's loan
processors or underwriters in accordance with federal law.

The application requirements for registration are the same as for licensure as a mortgage broker, lender,
or servicer. However, the application, renewal, and late fees for registrants are graduated based on the
number of employees or contractors engaged solely as loan processors or underwriters maintained by the
registrant. The application fee for initial registration as a mortgage origination support registrant is; (i)
$250 for applicants who employ or contract with fewer than 5 individuals, (ii) $1,000 for applicants who
employ or contract with between 5 and 30 individuals, and (iii) $2,000 for applicants who employ or
contract with more than 30 individuals.

The annual renewal fee for mortgage origination support registrants is (i) $125 for registrants who
employ or contract with fewer than 5 individuals, (ii) $500 for registrants who employ or contract with

between 5 and 30 individuals, and (iii) $1,000 for registrants who employ or contract with more than 30
individuals.

[f the annual renewal fee is not paid by the expiration date, the registrant must pay the renewal fee plus a
late fee of (i) $62.50 for a registrant who employs or contracts with fewer than S individual, (ii) $250 for

‘ O. Walker Reagan
Director
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House Bill 126
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a registrant who employs or contracts with between 5 and 30 individuals, and (iii) $500 for a registrant
who employs or contracts with more than 30 individuals.

No bond is required for mortgage loan originators or transitional mortgage loan originators who are
employed by a mortgage origination support registrant solely for the purpose of supervising and
controlling loan processors or underwriters.

The Commissioner of Banks retains the same regulatory and disciplinary authority for registrants as he
currently exercises over licensees.

Section 2 of the bill provides a severability clause and states that if any provision of the act is deemed by
HUD to conflict with its interpretation of federal law, the provision shall be interpreted, : »>lied, or
amended in such a way as to comply with the federal law as interpreted by HUD.

Section 3 authorizes the Commissioner of Banks to use temporary rulemaking to administer the act.
Under G.S. 150B-21.1(a)(2), the Commissioner already has authority to use temporary rulemaking to
implement a recent act of the General Assembly.

EFFECTIVE DATE: Section 3 of the act is effective when it becomes law. The remainder of the act
becomes effective July 1, 2015, and applies to all applications for registration as a mortgage origination
support registrant filed on or after that date.
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2015

HOUSE BILL 541
PROPOSED COMMITTEE SUBSTITUTE H541-CSRO-8 [v.2]
4/24/2015 3:26:54 PM

Short Title:  Proof Required for Debt/Fees. (Public)

Sponsors:

Referred to:

April 6, 2015

A BILL TO BE ENTITLED
AN ACT TO ALLOW COLLECTION ONLY WHERE ADEQUATE PROOF OF
INDEBTEDNESS PROVIDED; TO CONFORM TO FEDERAL LAW; TO AID
DEBTORS IN IDENTIFYING ACCOUNT OWNERS TO RESOLVE CREDIT ISSUES;
TO SPECIFY THAT A CHARGE-OFF STATEMENT SERVES AS PROOF OF DEBT
OWED; AND TO MAKE VARIOUS RELATED CHANGES.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 58-70-115 reads as rewritten:
"§ 58-70-115. Unfair practices.
No collection agency shall collect or attempt to collect any debt by use of any unfair
practices. Such practices include, but are not limited to, the following:

(1) Seeking or obtaining any written statement or acknowledgment in any form
containing an affirmation of any debt by a consumer who has :en declared
bankrupt, an acknowledgment of any debt barred by the statute of
limitations, or a waiver of any legal rights of the debtor without disclosing
the nature and consequences of such affirmation or waiver and the fact that
the consumer is not legally obligated to make such affirmation or waiver.

2) Collecting or attempting to collect from the consumer all or any part of the
collection agency's fee or charge for services rendered, collecting or
attempting to collect any interest or other charge, fee or expense incidental
to the principal debt unless legally entitled to such fee or charge.

(3) Communicating with a consumer whenever the collection agency has been
notified by the consumer’s attorney that he represents said consumer.

4) When the collection agency is a debt buyer or is acting on behalf of a debt
buyer, bringing suit or initiating an arbitration proceeding against the debtor
or-otherwise—attempting—to—colleet-en—a—debt—when the collection agency
knows, or reasonably should know, that such collection is barred by the
applicable statute of limitations.

(5) When the collection agency is a debt buyer or acting on behalf of a debt
buyer, bringing suit or initiating an arbitration proceeding against the debtor,
or otherwise attempting to collect on the debt without (i) access to valid
documentation that the debt buyer is the owner of the specific debt
instrument or account at issue and (ii) reasonable verification of the amount
of the debt allegedly owed by the debtor. For purposes of this subdivision,
reasonable verification shall include documentation of the name of the
original creditor, the name and address of the debtor as appearing on the

* H5 4 1 - CSRO-=-8=V -2 =
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 2015
H 1
HOUSE BILL 541
Short Title:  Proof Required for Debt/Fees. (Public)
Sponsors: Representatives Collins. Szoka, R. Moore, and Jeter (Primary Sponsors).

For a complete list of Sponsors, refer to the North Carolina (General Assemblv Web Site.

Referred to:  Banking.

April 6,2015

A BILL TO BE ENTITLED
AN ACT TO ALLOW COLLECTION ONLY WHERE ADEQUATE ROOF OF
INDEBTEDNESS PROVIDED; TO CONFORM TO FEDERAL LAW: TO AID
DEBTORS IN IDENTIFYING ACCOUNT OWNERS TO RESOLVE CREDIT ISSUES;
TO SPECIFY THAT A CHARGE-OFF STATEMENT SERVES AS PROOF OF DEBT
OWED:; AND TO MAKE VARIOUS RELATED CHANGES.
The General Assembly of North Carolina enacts:
SECTION 1. G.S. 58-70-115 reads as rewritten:
"§ 58-70-115. Unfair practices.
No collection agency shall collect or attempt to collect any debt by use of any unfair
practices. Such practices include, but are not limited to. the following:

e)) Seeking or obtaining any written statement or acknowledgment in any form
containing an affirmation of any debt by a consumer who has been declared
bankrupt, an acknowledgment of any debt barred by the statute of
limitations, or a waiver of any legal rights of the debtor without disclosing
the nature and consequences of such affirmation or waiver and the fact that
the consumer is not legally obligated to make such affirmation or waiver.

) Collecting or attempting to collect from the consumer all or any part of the
collection agency's fee or charge for services rendered. collecting or
attempting to collect any interest or other charge, fee or expense incidental
to the principal debt uniess legally entitled to such fee or charge.

3) Communicating with a consumer whenever the collection agency I  been
notified by the consumer's attorney that he represents said consumer.

4) When the collection agency is a debt buyer or is acting on behalf of a debt
buyer, bringing suit or initiating an arbitration proceeding against the debtor
or—otherwis  Hemptingto—eoleet—on—a-debt—when the collection agency
knows, or reasonably should know, that such collection is barred by the
applicable statute of limitations.

(5) When the collection agency is a debt buyer or acting on behalf of a debt
buyer, bringing suit or initiating an arbitration proceeding against :btor,
or otherwise attempting to collect on the debt without (i) acce valid
documentation that the debt buyer is the owner of the specil debt
instrument or account at issue and (ii) reasonable verification of the amount
of the debt allegedly owed by the debtor. For purposes of this subdivision,
reasonable verification shall include documentation of the name of the
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General Assembly of North Carolina Session 2015

"§ 58-70-155. Prerequisites to entering a default or summary judgment against a debtor
under this Part.

(a) Prior to entry of a default judgment or summary judgment against a deb  in a
complaint initiated by a debt buyer, the plaintiff shall file evidence with the court to establish
the amount and nature of the debt.

(b) The only evidence sufficient to establish the amount and nature of the debt shall be

prepe

, Wl H6)ofthe

Peord shraPples oltivdene henpthem  « ustRsssrzessdishalbia do
containing at least all of the following items:

(1)
)
3
(4)

(3)
(6)

(7)
(8)

The original account number.
The original creditor.
The amount-ofthe-original-debt:t~*~' amov~* ~'~*~~- 9 be owed.

An itemization of eharges—and—tees—claimed—to—be—owed -~ ~harge-off
payments or credits. where applice™'~

The erizinal-charge-off balance, or, it the balance has not been charged off,
an explanation of how the balance was calculated.

An itemization of post charge-off addittens—fees. where applicable.

The date of last payment-payment, '~~~ ~plicable.

The amount of post charge-off interest elasned-claimed. and the basis for the
interest charged."

SECTION 4. This act becomes effective October 1, 2015.

H3541 [Edition 1]
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Proof Required for vebt/Fees
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2015-2016 General Assembly

Committee: House Banking Date: April 24,2015

Introduced by: Reps. Collins, Szoka, R. Moore, Jeter Prepared by: Karen Cochrane-Brown

Analysis of: PCS to First Edition Committee Counsel
H541-CSRO-8

SUMMARY: House Bill 541 makes various changes to the law governing the collection of debts by
collection agencies that are debt buyers.

The PCS adds a new Section 4 to the bill related to when a debt collector must cease communication
with a debtor. The PCS makes the bill identical to the PCS for Senate Bill 511, which is currently
being considered in Senate Judiciary I.

BILL ANALYSIS:
Section 1 amends the statute dealing with unfair practices of collection agencies.

Under current law, if a collection agency is a debt buyer or acting on their behalf, it is an unfair practice

to sue or initiate a proceeding against the debtor or otherwise attempt to collect the debt when the

collection agency knows that the collection is barred by the statute of limitations. This section removes
‘ "or otherwise attempting to collect on a debt."

Section 1 also makes changes to allow either a contract or a charge-off statement to be used for lawsuits
when such lawsuits are allowed. If the debt a debt buyer is attempting to collect on has been charged
off, the bill requires an itemized accounting of the amount claimed to be owed, which includes: (1) the
charge off balance, (2) post charge-off interest, (3) post charge-off fees, and (4) post charge-off
payments or credits.

Section 1 also provides that it is an unfair trade practice when a debt buyer trying to collect a time-
barred debt, fails to provide notice to the debtor that the law limits how long someone can be sued on a
debt. The debtor must also be notified that if the debt is not past the date of obsolescence under federal
law, then the debt buyer may continue to report the debt to credit reporting agencies.

Section 2 amends the statute which provides that the complaint of a debt buyer must be accompanied by
certain materials. Current G.S. 58-70-150(a) provides that a copy of the contract or other writing
evidencing the original debt must be attached to the complaint. Section 2 provides that a copy of the
charge-off statement is also adequate to satisfy this requirement.

Section 3 amends the statute dealing with prerequisites to entry of a default or summary judgment
against a debtor. Under current law, only properly authenticated business records containing specified
information are sufficient to establish the nature and amount of the debt. This section provides that any
documents that include specific information are sufficient. Section 3 changes some of those items,
including:

e The total amount claimed to be owed (was the amount of the original debt).
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® An itemization of post charge-off payments or credits where applicable (was itemization of
charges and fees claimed to be owed).

e The date of the last payment, where applicable.

¢ The amount of the post charge-off interest claimed (was the amount of interest claimed).

Section 4 provides that if a consumer notifies a debt collector in writing that the consumer refuses to pay
a debt or that the consumer wishes the debt collector to cease further communication with the consumer,
the debt collector must not communicate further with the consumer with respect to such debt, except for
the following purposes:

e To advise the consumer that the debt collector's further efforts are being terminated.
g

e To notify the consumer that the debt collector or creditor may invoke specified remedies which
are ordinarily invoked by such debt collector or creditor.

e  Where applicable, to notify the consumer that the debt collector or creditor int  ds to invoke a
specified remedy.

If the consumer makes notification by mail, then notification shall be complete upon receipt.

EFFECTIVE DATE: The act becomes effective October 1, 2015.

Brad Krehely. counsel to Senate Judiciary 1. substantially contributed to this summary.












NORTH CAROLINA HOUSE OF REPRESENTATIVES
COMMI1 « £E MEL 1 :NG NOTICE
AND
BILL SPONSOR NOTIFICATION
2015-2016 SESSION

You are hereby notitied that the House Committee on Banking will meet as follows:

DAY & DATE: Wednesday, June 15,2016
TIME: 8:30 AM
LOCATION: 544 LOB

The following bills will be considered:

BILL NO. SHORT TITLE SPONSOR
SB 600 Appraiser Compensation/Judge Senator Meredith
Perform Marriage. Senator Rabon

Senator Lowe
Respectfully,

. Representative Julia C. Howard, Co-Chair
Representative Charles Jeter, Co-Chair

I hereby certify this notice was filed by the committee assistant at the following offices at 6:44 PM on
Monday, June 13, 2016.

___Principal Clerk
__ Reading Clerk — House Chamber

Brittany Eller (Committee Assistant)






House Committee on Banking
Wednesday, June 15,2016 at 8:30 AM
Room 544 of the Legislative Office Building

MINUTES

The House Committee on Banking met at 8:30 AM on June 15, 2016 in Room 544 of the
Legislative Office Building. The following committee members were present: Representatives
Bradford, Fraley, Howard, Hardister, Jeter, Jordan, Ross, Szoka, and Willingham. Karen
Cocharan-Brown and Drupti Chauhan from the Legislative Research staff were in attendance. A
Visitor Registration list is attached and made part of these minutes. (Attachment I)

The following bill was considered:

SB 600, entitled Appraiser Compensation/Judge Perform Marriage (Senators M ‘edith,
Rabon and Lowe

Representative Jeter recognized Representative Szoka to explain. There was discussic  of the
bill. Representative Hardister made a motion for a favorable report. The motion passed.

HB 105, entitled Reduce Mortgage Lender Surety Bonds. (Representatives J. :ll, Jordan)
Representative Jeter recognized Representative Bell, bill sponsor to explain. Representative
Szoka, co-sponsor of the bill, also helped explain. There was discussion of the bill.

Representative Hardister moved for a favorable report. The motion passed.

The meeting adjourned at 8:40 am.

<
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Rej hair Brittany Eller, Comtf\ittee Clerk
Presiding
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b. With the consequent declaration by the ministe=*~~ter, Justice ™ze,
or magistrate that the persons are husband and wite; or '
2) In accordance with any mode of solemnization recognized by any religious ‘
denomination, or federally or State recognized Indian Nation or Tribe.
Marriages solemnized before March 9, 1909, by ministers of the gospel licensed, but not ordained,
are validated from their consummation."
SECTION 2.(b) This section becomes effective July 2, 2016, and expires July 5,

2016.
SECTION 3. Except as otherwise provided, this act is effective when it becomes law.

Page 2 | Senate Bill 600-Third Edition



NORTH CAROLINA GENERAL ASSEMBLY
HOUSE OF REPRESENTATIVES

BANKING COMMITTEE REPORT
Representative Julia C. Howard, Co-Chair
Representative Charles Jeter, Co-Chair

FAVORABLE

SB 600 (HCS#1) Appraiser Compensation/Judge Perform Marriage.
Draft Number: None
Serial Referral: None

Recommended Referral: None
Long Title Amended: No
Floor Manager: Szoka

TOTAL REPORTED: 1
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