8§ 590. Licensing. 1. Definitions. (a) "Mrtgage | oan" shall nean a
| oan to a natural person made prinmarily for personal, famly or
househol d use, secured by either a nortgage or deed of trust on
residential real property, any certificate of stock or other evidence of
ownership in, and proprietary |lease from a corporation or partnership
formed for the purpose of cooperative ownership of residential rea
property or, if determ ned by the superintendent by regulation, shal
i nclude such a | oan secured by a security interest on a manufactured
hone;

(b) "Residential real property" shall nean real property located in
this state inproved by a one-to-four famly dwelling used or occupied,
or intended to be used or occupied, wholly or partly, as the hone or
resi dence of one or nore persons, but shall not refer to uninproved real
property upon which such dwellings are to be construct ed;

(c) "Making a nortgage |oan" shall mean for conpensation or gain,
either directly or indirectly, advancing funds, offering to advance
funds, or nmaking a comnm tnment to advance funds to an applicant for a
nortgage | oan or a nortgagor as a nortgage | oan

(d) "Soliciting, processing, placing or negotiating a nortgage |oan"
shall nmean for conpensation or gain, either directly or indirectly,
accepting or offering to accept an application for a nortgage | oan,
assisting or offering to assist in the processing of an application for
a nortgage loan, soliciting or offering to solicit a nortgage |oan on
behal f of a third party or negotiating or offering to negotiate the
terms or conditions of a nortgage loan with a | ender on behalf of a
third party;

(e) "Exenpt organization"” shall nean any insurance conpany, banki ng
organi zation, foreign banking corporation |icensed by the superintendent
or the conptroller of the currency to transact business in this state,
nati onal bank, federal savings bank, federal savings and | oan
associ ation, federal credit union, or any bank, trust conpany, savings
bank, savings and | oan association, or credit union organized under the
| aws of any other state, or any instrunentality created by the United
States or any state with the power to nake nortgage | oans. Subject to
such regul ati ons as may be pronul gated by the superintendent, "exenpt
organi zati on" may al so include any subsidiary of such entities;

(f) "Licensee" or "nortgage banker" shall nmean a person or entity who



or which is |icensed pursuant to section five hundred ninety-one of this
chapter to engage in the business of making nortgage loans in this
state;

(g) "Registrant” or "nortgage broker" shall mean a person or entity
regi stered pursuant to section five hundred ninety-one-a of this chapter
to engage in the business of soliciting, processing, placing or
negoti ati ng nortgage | oans for others, or offering to solicit, process,
pl ace or negotiate nortgage | oans for others;

(h) "Mortgage | oan servicer” or "servicer" shall nean a person or
entity registered pursuant to subdivision two of this section to engage
in the business of servicing nortgage |oans for property located in this
state;

(i) "Servicing nortgage | oans" shall mean receiving any schedul ed
periodi c paynents froma borrower pursuant to the terns of any nortgage
| oan, including amobunts for escrow accounts under section six-k of this
chapter, title three-A of article nine of the real property tax |aw or
section ten of 12 U.S.C. 2609, and naking the paynents to the owner of
the loan or other third parties of principal and interest and such ot her
payments with respect to the amounts received fromthe borrower as my
be required pursuant to the terns of the nortgage service | oan docunents
or servicing contract. In the case of a home equity conversi on nortgage
or reverse nortgage as referenced in section six-h of this chapter,
sections two hundred eighty and two hundred ei ghty-a of the real
property |aw or 24 CFR 3500.2, servicing includes nmaking paynents to the
bor r ower .

2. Necessity for license. (a) No individual, person, partnership,
associ ation, corporation or other entity shall engage in the business of
maki ng nortgage | oans without first obtaining a |license fromthe
superintendent in accordance with the |licensing procedure provided in
this article and such regul ati ons as may be pronul gated by the
superintendent. The licensing provisions of this subdivision shall not
apply to: (i) any exenpt organization; (ii) any entity or entities which
shall be exenpted in accordance with regul ati ons pronul gated by the
superi ntendent hereunder; or (iii) any individual, person, partnership,
associ ation, corporation or other entity which nakes not nore than three
such loans in a cal endar year, nor nore than five in a two year period,



provi ded that no such nortgage | oans have been made whi ch were
solicited, processed, placed or negotiated by a nortgage broker,
nort gage banker or exenpt organi zati on.

(b) No person, partnership, association, corporation or other entity
shall engage in the business of soliciting, processing, placing or
negotiating a nortgage |loan or offering to solicit, process, place or
negotiate a nortgage loan in this state without first being registered
with the superintendent as a nortgage broker in accordance with the
regi stration procedure provided in this article and by such regul ati ons
as nmay be promnul gated by the superintendent. The registration provisions
of this subdivision shall not apply to any exenpt organi zation, nortgage
banker or nortgage | oan servicer. No real estate broker or sal esnan, as
defined in section four hundred forty of the real property law, shall be
deened to be engaged in the business of a nortgage broker if he does not
accept a fee, directly or indirectly, for services rendered in
connection with the solicitation, processing, placenent or negotiation
of a nortgage | oan. No attorney-at-law who solicits, processes, places
or negotiates a nortgage |oan incidental to his legal practice shall be
deened to be engaged in the business of a nortgage broker. The
regi stration provisions of this subdivision shall not apply to any
person or entity which shall be exenpted in accordance with regul ations
promul gated by the superintendent hereunder.

(b-1) No person, partnership, association, corporation or other entity
shal | engage in the business of servicing nortgage | oans with respect to
any property located in this state without first being registered with
t he superintendent as a nortgage |oan servicer in accordance with the
regi stration procedure provided by such regul ations as nay be prescribed
by the superintendent. The superintendent may refuse to register a
nortgage | oan servicer on the sanme grounds that the superintendent may
refuse to issue a registration certificate to a nortgage broker pursuant
to subdivision two of section five hundred ninety-two-a of this article.
The registration provisions of this subdivision shall not apply to any
exenpt organi zation, nortgage banker, or nortgage broker or any person
or entity which shall be exenpted in accordance with regul ations
prescri bed by the superintendent hereunder; provided that such exenpt
organi zati on, nortgage banker, nortgage broker, or exenpted person
notifies the superintendent that it is acting as a nortgage | oan



servicer in this state and conplies with any regul ati on applicable to
nortgage | oan servicers, promul gated by the superintendent. The
superintendent may require all registrations and notifications to be
made t hrough the Nati onwi de Mortgage Licensing System and Registry. An
application to becone a registered nortgage | oan servicer or any
application with respect to a nortgage | oan servicer shall be
acconpani ed by a fee as prescribed pursuant to section eighteen-a of
this chapter. Any fee established pursuant to this subdivision nay be
coll ected by and include a processing fee charged by the Nationw de
Mort gage Licensing System and Registry. Any such processing fees shal
not be remtted to the superintendent and shall not be deened revenue
pursuant to this chapter or the state finance | aw

(c) Alicensee registrant or nortgage | oan servicer may apply for
authority to open and maintain one or nore branch offices.

(d) No person or entity engaged in the building and sal e of
residential real property, or a financing subsidiary thereof, shall be
deened to be making a nortgage | oan, as defined in paragraph (c) of
subdi vi sion one of this section, or soliciting, processing, placing or
negotiating a nortgage | oan, as defined in paragraph (d) of subdivision
one of this section, if and only if such person, entity or financing
subsidiary shall make, solicit, process, place or negotiate a nortgage
| oan with respect to residential real property it has built through a
| i censee or exenpt organization which is acting as its agent in
conpliance with this article and regul ati ons pronul gated hereunder.

3. Rules and regulations. In addition to such powers as nay ot herw se
be prescribed by this chapter, the superintendent is hereby authorized
and enpowered to promul gate such rules and regulations as nmay in the
j udgenent of the superintendent be consistent with the purposes of this
article, or appropriate for the effective admnistration of this
article, including, but not limted to:

(a) Such rules and regulations in connection with the activities of
nort gage brokers, nortgage bankers, nortgage |oan servicers and exenpt
organi zati ons as may be necessary and appropriate for the protection of
consuners in this state;

(b) Such rules and regul ati ons as nmay be necessary and appropriate to
define inproper or fraudul ent business practices in connection with the



activities of nortgage brokers, nortgage bankers, nortgage |oan
servicers and exenpt organizations in nmaking nortgage | oans;

(c) Such rules and regul ati ons under this article regarding the
origination, sale or servicing of manufactured hone | oans as may be
necessary and appropriate for the protection of consuners;

(d) Such rules and regul ations as may define the ternms used in this
article and as may be necessary and appropriate to interpret and
i npl ement the provisions of this article; and

(e) Such rules and regul ati ons as may be necessary for the enforcenent
of this article.

The superintendent is hereby authorized and enpowered to make such
specific rulings, demands and findings as the superintendent may deem
necessary for the proper conduct of the nortgage |ending industry.

4. Exenptions from provisions of article. No person shall be subject
to the licensure or registration provisions of this article if he or she
is enpl oyed by an exenpt organization, a |licensee or registrant, or a
nortgage | oan servicer to assist in the perfornmance of the business
activities described in this article for the exenpt organization,
| icensee or registrant, or a nortgage |oan servicer or is engaged in
regul ated activities as an associate or affiliate of a registrant, a
| i censee, a nortgage | oan servicer or exenpt organization which has
filed an undertaki ng of accountability with the superintendent.

No enpl oyee of an exenpt organization shall be subject to the
| icensure or registration provisions of this article due to such
enpl oyee's assisting in the perfornance of the business activities of a
nort gage banker that is controlled by the exenpt organization or
affiliated with the exenpt organi zation through comon ownership or
control .

5. Activities of nortgage brokers, nortgage bankers, nortgage | oan
servicers and exenpt organizations. (a) Mrtgage brokers may not nake
nortgage loans in this state;

(b) Mortgage brokers shall solicit, process, place and negotiate
nortgage | oans with a nortgage banker |icensed pursuant to the



provisions of this article or exenpt organi zation as defined herein or
pursuant to regul ations as promul gated by the banki ng board or

prescri bed by the superintendent and in conformty with the provisions
of this chapter, such rules and regul ati ons as nay be pronul gated by the
superi ntendent thereunder and all applicable federal |aws and the rules
and regul ati ons pronul gated thereunder;

(c) Mortgage bankers and exenpt organi zations shall make nortgage
|l oans in conformty with the provisions of this chapter, such rules and
regul ati ons as nmay be pronul gated by the superintendent thereunder and
all applicable federal |aws and the rul es and regul ati ons pronul gat ed
t her eunder;

(d) Mortgage | oan servicers shall engage in the business of servicing
nortgage |loans in conformty with the provisions of this chapter, such
rul es and regul ati ons as may be pronul gated by the superintendent
t hereunder and all applicable federal |Iaws and the rules and regul ations
promul gat ed t her eunder.

(e) No nortgage banker, nortgage broker or exenpt organization shal
conduct business with any person, partnership, association, corporation
or other entity which it knows or should have known is acting as a
nort gage banker or a nortgage broker w thout being |icensed or
regi stered as required by this article. A person, partnershinp,
associ ation, corporation or other entity who provides non-residenti al
subordi nate | oans shall be exenpt fromthis paragraph. A nortgage
banker, nortgage broker or exenpt organization shall pronptly notify the
departnment of any such unlicensed or unregi stered operations.

(f) Nothing in this section shall be construed to limt any otherw se
applicable state or federal |aw or regul ations.

5-a. Mortgage brokers and federal housing adm nistration-insured
nortgage | oans. (a) Notw thstanding the provisions of this section, a
nort gage broker may enter into agreenents with federally-approved
sponsors and rmake nortgage | oans, which are insured by the federal
housi ng admi nistration, for sale or transfer to such sponsors, provided
t hat such nortgage broker

(i) meets all federal requirenents as a | oan correspondent and
recei ves and nmi ntai ns federal approval;

(ii) prior to maki ng any such federal housing adm nistration-insured



nort gage | oans, receives the superintendent's approval;

(iii) maintains the superintendent's approval;

(iv) enters into agreenents only with federally-approved sponsors who
are |licensed nortgage bankers or exenpt organi zations;

(v) pronptly notifies the superintendent when it enters into an
agreenent with a federally-approved sponsor and when any such agreenent
term nates. The federally-approved sponsor shall also pronptly notify
t he superintendent when any such agreement with a nortgage broker
term nates;

(vi) maintains a witten agreenent with its federally-approved
sponsors to fund all federal housing adm ni stration-insured nortgage
| oans that the nortgage broker nakes;

(vii) issues a lock-in agreenent or conmtnent only after receiving
approval for such agreenent or commtnent fromits federally-approved
sponsors; and

(viii) maintains at all times the federal net worth requirenent.

(b) A federally-approved sponsor is responsible to the superintendent
for the actions of any nortgage broker which is its | oan correspondent
in regard to the making of a nortgage |oan insured by the federal
housi ng adm ni strati on.

(c) I'f a nortgage broker's federal approval is surrendered, suspended
or revoked, the authorization granted pursuant to this subdivision shal
i medi ately cease and the nortgage broker shall imrediately notify the
superi ntendent of the surrender, suspension or revocation.

(d) The approval of the superintendent pursuant to paragraph (a) of
this subdivision nay be i medi ately suspended or revoked in the sole
di scretion of the superintendent if it is found that the maki ng of
federal housing adm nistration-insured nortgage | oans under this section
by a nortgage broker is inconsistent with the provisions of section five
hundred ei ghty-nine of this chapter.

(e) Notwithstanding the provisions of this section and sections five
hundred ni nety-three-a and five hundred ninety-five-a of this chapter,

t he superintendent nay establish regulations to inplenent this
subdi vi si on, and may i npose requirenents and conditions on nortgage
br okers whi ch suppl enent or exceed federal requirenents.

6. The superintendent is hereby authorized and enpowered, consi stent



with the declaration of policy set forth in this article, to exenpt by
rule or regulation fromany or all of the provisions of this article any
or all licensees or exenpt organi zations as defined in paragraph (e) of
subdi vi sion one of this section with respect to credit |ine nortgages,

i nstal | nent | oans and hone i nprovenent | oans.



