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l. Summary:

The Department of Banking and Finance is responsible for administering the provisions of ch. 494,
F.S,, relating to the regulation of mortgage brokerage and mortgage lending. The bill establishes
education requirements for those seeking initia licensure under part 111 of Chapter 494, F.S. (mortgage
lending), and establishes continuing educeation requirements as a condition of renewd of licenses

under part 11 (mortgage broker) and part 111 (mortgage lending) of Chapter 494 F.S.

An applicant for an initiad mortgage lender license would be required to document 24 hours of
classroom on primary and subordinate financing transactions. An gpplicant for an initid mortgage
lender’ slicense, or the gpplicant’s principal representative, would be required to pass awritten test
adopted by the department to determine competency in primary and subordinate financing
transactions. Mortgage brokers, mortgage lenders, and correspondent mortgage lenders would be
required to complete at least 14 hours of professional education courses in primary and subordinate
mortgage financing transaction biennidly as a condition for license renewd.

An applicant for an initial mortgage lender license would be required to designate a“ principa
representative’ within the mortgage lender business, which is comparable to the “principal broker”
within a mortgage broker business, who has responsbility for exercisng operationa control of the
licensee' sbusiness. The bill dso requires that a mortgage broker be licensed for at least 1 year prior to
being designated as a“principal broker” within the brokerage, or demonstrate that he/she has been
actively engaged in mortgege-related business for &t least 1 year prior to being designated asa
principa broker.

Licensees would be required to maintain records documenting compliance with the education
requirements for aperiod of 4 years.
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This bill subgtantialy amends the following sections of the Florida Statutes: 494.001, 494.00295,
494.0031, 449.0034, 494.0035, 494.0061, 494.0062, 494.0064, and 494.0067.

Present Situation:

Mortgage Brokersand Lenders

Chapter 494, F.S. governs mortgage brokerage and mortgage lending. Part | of Chapter 494, F.S,,
provides definitions and provisions that apply to the mortgage brokerage and mortgage lending
industry. Part | also outlines the generd powers and duties of the regulatory agency, the Department of
Banking and Finance (“ department”), lists prohibited practices, and provides pendlties for violations of
the act.

Part 11 of Chapter 494, F.S,, provides the licensure and eligibility requirements for mortgage broker
business and for mortgage brokers, individually. Section 494.003, F.S., exempts from the chapter
certain financia entities (any bank, bank holding company, trust company, savings and loan
associaion, savings bank, credit union, or consumer finance company licensed pursuant to ch. 516,
F.S.) and certain federal associations. Separate licenses are required to operate a mortgage brokerage
business, and to provide services as a mortgage broker and a mortgage lender. A mortgage broker
businessis required to designate a“principd broker” within the business, who has respongibility for
exercigng operationa control of the licensee' s business. Thereis no corresponding “principle’
designee for a mortgage lending business licensed pursuant to part 111 of ch. 494, F.S.

Part 11 of ch. 494, F.S,, providesthe licensure and digibility requirements for mortgage lenders and

for correspondent mortgage lenders. Section 494.006, F.S., outlines which entities are exempt from the
requirements of this part and which entities are exempt from licensure under this part. Separate

licenses are required to provide services as a mortgage lender and a correspondent mortgage lender.
The substantive difference between amortgage lender and a correspondent mortgage lender is that the
latter cannot service loans.

Education Requirementsfor Licensure

Part 11 of Chapter 494, F.S.,, provides for departmental permitting and for certification of mortgage
brokerage schools. Persons, schools and other ingtitutions may apply for a permit from the department
to offer mortgage brokerage training courses as a condition of licensure as a mortgage broker.
Accredited universities, community colleges, and technica schoolsthat offer smilar courses are
exempted from the departmenta permitting process. Permitted schools must comply with guiddines
and rules established by the department. Currently there are 15 permitted schools and 13 colleges and
universtiesin the state to serve the needs of mortgage broker applicants seeking licensure by the

department.

Those seeking licensure as amortgage broker must complete 24 hours of classroom education on
primary and subordinate financing transactions and the laws and rules of Chapter 494, F.S,, asa
condition precedent for licensure.
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Effect of Proposed Changes:

Section 1. Amends s. 494.001, F.S,, to create adefinition for “ principle representative’ who isan
individua who operates the business operations of alicensee under part 11 of Chapter 494, F.S,,
Mortgage L ender/Correspondence Mortgage L ender.

Section 2. Creates s. 494.00295, F.S,, to establish alicense renewal requirement that mortgage
brokers or lender or correspondent lender or a principa representative of a mortgage lender must
certify to the department at the time of renewal that al mortgage brokers, and the principa
representative, loan originators, and associates of a mortgage lender or correspondent mortgage lender
have completed at least 14 hours of professiona education courses in primary and subordinate
mortgage financing transactions and the provisions of ch. 494, F.S. Courses may only be provided by
licensed mortgage business schools and may include dectronicaly transmitted or distance-education
courses. This section authorizes the department to adopt rules to implement this section.

Section 3. Transfers and renumbers s. 494.0311, F.S,, as s. 494.0029, F.S., and amends that
section by changing the name of the exigting “mortgage brokerage school” as the “mortgage business
school” throughout.

Section 4. Amendss. 494.0034, F.S,, to require alicensee to certify to the department at the time
of renewa that the education requirements have been met during the 2 years prior to an application for
renewa as a condition for the renewa of a mortgage broker license.

Section 5. Amends s. 494.0035, F.S,, requiring that a mortgage broker be licensed for at least 1
year prior to being designated as a“ principal broker” or demondtrate to the department that he/she has
been actively engaged in mortgage-related business for at least 1 year prior to such designation.

Section 6. Amends s. 494.0061, F.S,, to establish additiond license requirements for an initia
mortgage lender license, mirroring like requirements for mortgage brokers. An gpplicant for aninitia
mortgage lender licenseis required to designate a* principd representative’ within the mortgege

lender business, which is comparable to the “principa broker” within a mortgage broker business, who
has responsibility for exercisng operationa control of the licensee' s business.

An gpplicant for an initid mortgage lender license must submit and maintain a department- generated
form that indicates the business' designation and the individua’ s acceptance of that respongbility. If
the form in not available, inaccurate or incomplete, the department will deem the businessto be
operated under the control of each officer, director, or ultimate equitable owner of a 10-percent or
gredter interest in the business.

Effective October 1, 2001, an gpplicant for an initial mortgage lender license must document 24 hours
of classroom ingruction in primary and subordinate financing transactions. The gpplicant, or the
designated principa representative, has 90 days after the filing date of the application in which to
complete the required educational courses or the gpplicant’ s license will be rendered inactive. Also, an
gpplicant for an initid mortgage lender’ s license, or the gpplicant’s principa representative, is required
to pass awritten test adopted by the department to determine competency in primary and subordinate
financing transactions.
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An applicant for an initid correspondent lender license must designate and maintain aform
designating the persond representative. If the form in not available, inaccurate or incomplete, the
department will deem the business to be operated under the control of each officer, director, or
ultimate equitable owner of a 10-percent or greeter interest in the business,

Section 7. Amends s. 494.0062, F.S,, to establish additiond license requirements for an initia
correspondent mortgage lender license, effective October 1, 2001. The applicant or principa
representative would be required to complete 24 hours of classroom ingtruction in the primary and
subordinate financing transactions and the provisons of ch. 494, F.S., and pass a written test
prescribed by the department.

Section 8. Amends s. 494.0064, F.S,, to require licensees to submit with the renewa form proof
that each licensed mortgage lender and each licensed correspondent mortgage lender has completed
requisite continuing education requirements as a condition of license renewd.

Section 9. Amends s. 494.0067, F.S., to establish continuing education requirements for loan
originators or associates of licensed mortgage lenders or correspondent lenders, effective October 1,
2002. At thetime of the licensees license renewd, loan originators or associates who perform services
for the licensed entities are required to have completed 14 hours of professona education during the
preceding 2 years. Licensees are required to document for the department the loan originators or
associates names, addresses, description of course content, the hours designated for each program,
and the date and location of the programs. Licensees would aso be required to maintain records of
such training for aperiod of 4 years.

Section 10.  Except as otherwise expressly provided, the provisions of this act take effect October 1,
2001.

Constitutional Issues:

A. Municipality/County Mandates Restrictions:
None.

B. Public Records/Open Meetings Issues:
None.

C. Trust Funds Restrictions:
None.

Economic Impact and Fiscal Note:

A. Tax/Fee Issues:

None.
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VI.

VILI.

B. Private Sector Impact:

The continuing educationa requirements would assst the mortgage brokers and lendersin this
date in being informed regarding changesin the law and current issues.

Mortgage business schools, universities, and other schools that provide such courses would
generate additiona revenues due to the implementation of the additional continuing educationa
requirements for the estimated 16,000 loan originators and “principle representatives’ who would
need to complete the requisite course hours for FY 2001-02 and 30,000 mortgage brokers for FY
2002-03.

In addition, there exigts the possibility of loss of revenue for mortgage lenders due to the
requirement that a designated mortgage lender “principle representative’ have 1 year experience
prior to such designation. It is estimated that as many as 30,000 mortgage brokers will need to
take continuing education courses prior to license renewd in FY 2002-2003, and will incur
expenses estimated at $125 per person (estimated cost of a 16 hour course). It is aso estimated
that 16,000 loan originators and principa representatives will incur expenses estimated a $125
per person to meet education requirements, effective FY 2003-04. An annual average of 550 new
mortgage companies gopply for licensure with the department and these companies will incur
expenses for initid licensure education requirements at $175 per person (average cost of a 24 hour
course). The department estimates private sector costs for obtaining the continuing education is
$96,250 for FY 2001-02, $3,846,250 for FY 2002-03, and $2,096,250 for FY 2003-04.

Government Sector Impact:

The bill requiresthat aprincipa broker of a mortgage brokerage business have 1-year experience.
Presently there are gpproximately 400 gpplications submitted annually that do not meet this
requirement and this may result in a 1-year delay in filing for these mortgage brokerage business
licenses. According to the department, this would result in aloss of revenuesfor FY 01-02 of
$170,000.

Technical Deficiencies:
None.

Related Issues:

None.

Amendments:

None.

This Senate staff analysis does not reflect the intent or officia position of the bill’ s sponsor or the Horida Senate.




