NMLS Ombudsman Meeting
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1. Scott Corscadden, NMLS Ombudsman
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Ombudsman Update and Issue Review

2. Rich Cortes, Principal Financial Examiner, Connecticut
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Haydn Richards, Partner, Bradley Arant Boult Cummings LLP
•

Exhibit 3

Results of Credit Reports Being Pulled Outside of NMLS

4. Trish Lagodzinski, Compliance Director, Chartwell
•
•
•

Exhibit 2

Licensing of Foreign Entities in NMLS and Verification
Processes for Foreign Control Persons

3. Robert Niemi, Baker & Hostetler LLP
•

Exhibit 1

Notification of Expiration and Record Deletions
MU1 Records Blocked by Pending MU2 Records
NMLS Call Center

Exhibit 4

•

Provide a Grace Period and Detailed Guidance Regarding
Comprehensive System Changes

5. Amy Greenwood-Field, Senior Attorney, Bradley Arant Boult Cummings
•

Money Services Businesses Call Report Adoption Timeline

6. Josh Weinberg, EVP Compliance, First Choice
•
•
•

Exhibit 6

Advance Change Notice Process
ECOA Notice
Order of Operations for CBC Process

7. Costas Avrakotos, Mayer Brown
•

Exhibit 5

Exhibit 7

Disclosure of All Commonly Owned Affiliates in NMLS

8. William Kooper, Vice President, State Government Affairs and Industry
Relations, MBA
•

Change of Sponsorship Timelines

9. Mortgage Call Report Update
10. Open Discussion
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NMLS Ombudsman Meeting
2017 NMLS Conference & Training
Hilton Austin, Austin, Texas
8:30 a.m. – 11:30 a.m. Central Time
February 16, 2017

I.

SUMMARY OF NMLS OMBUDSMAN ISSUES

The NMLS Ombudsman received 53 unique emails between July 26, 2016 and
February 2, 2017. The Ombudsman reviews all submissions and either responds
directly or refers the question to SRR staff. Many of the questions are answered by
referring the individual to: (1) a specific state regulator; (2) the NMLS Call Center; (3)
the NMLS Resource Center; or (4) the appropriate federal regulator/CFPB.
Sample issues that are received in the Ombudsman mailbox included:
•
•
•
•
•
•
•
•
•
•
•
•
II.

General licensing renewal inquiries
General System enhancement and usability proposals
NMLS Account assistance
SAFE MLO Test result appeals
Submit and Attest Issues
NMLS Consumer Access data interpretation
Requests for state regulator contact information
CE and PE requirements
Request for NMLS security information
Mortgage Call Report reporting and submission questions
Questions on state licensing laws
Fingerprint and Criminal Background Check requirements
OMBUDSMAN MEETINGS/OUTREACH

In addition to the two public annual meetings at the NMLS Annual Conference and
AARMR, the Ombudsman attends annual meetings of state regulatory groups such as
NACCA, NACARA and MTRA.
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NMLS Ombudsman Meeting

Licensing and Supervision
of International Entities and
Locations
February 16, 2017

Haydn J. Richards, Jr., Bradley
Rich Cortes, Connecticut Department of Banking
©Bradley Arant
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Boult Cummings LLP

Attorney-Client Privilege.

Rich Cortes –
Connecticut Department of Banking,
Consumer Credit Division

Exhibit 2

Key Points
Individuals:
1.
2.

3.

I must be able to obtain credible credit report information for all MLO and MU2
candidates from an independent recognized credit reporting agency.
I must be able to obtain credible criminal history information directly form an
independent authorized police agency (Interpol, etc.) for all MLO and MU2
candidates.
I must be able to make conclusions on an individual’s character and fitness.

Companies:
1.

I must obtain a complete list of MU2 individuals all the way up the ownership line to
the ultimate owners or individuals in control of the company. CT measure of control
is 10% or more beneficial ownership. Each of the MU2 individuals must meet the
requirements for criminal history and financial responsibility.
2
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Rich Cortes –
Connecticut Department of Banking,
Consumer Credit Division
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Key Points
2.
3.
4.

We must be sure that we are not funding terrorism by providing a legal means of
making money.
We must be sure we are not enabling money laundering by providing a legal entity
through which to accomplish the task.
Examinations of a foreign based Company or Individual is problematic:
a.
We have no authority outside the U.S. border.
b.
We have no police protection outside the U.S. border.
c.
There is a high potential for unknowingly violating the laws of another country
in the normal course of our work.
d.
There are parts of the world where it is too dangerous for us to go.
e.
A language barrier would significantly hamper our ability to do our job.

3
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Key Points
-

-

Historical trend of the last decade is towards globalization of
operations.
Financial institutions that are not subject to licensing frequently
use overseas resources to achieve cost savings.
Regulatory agencies that supervise domestic entities that have
onshore and offshore operations (or which have affiliates that
have such operations) may wish to consider those entities in a
different light than those that exclusively have offshore
operations.
Industry maintains concerns that certain state regulatory agencies
are making a “result oriented” decision in concluding foreign
entities or foreign locations may not be licensed rather than
decisions grounded in applicable law.

4
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Goals
-

-

-

Educate regarding the scope of activities that typically will be
outsourced and the security measures that are put into place to
safeguard consumer information.
Identify common benchmarks that license applicants can address
so as to facilitate the licensing process.
Identify permissible activities that may be conducted without
licensure in those jurisdictions that will refuse to allow foreign
entities or branch locations to conduct business.
Continue and expand a full and fair dialogue on the issue
between industry members and the regulatory agencies.

5
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Scott Corscadden, NMLS Ombudsman
State Regulatory Registry LLC
Conference of State Bank Supervisors
1129 20th Street, NW
Washington, DC 20036
February 1, 2017
Dear Scott,
Thank you for the opportunity to participate in the Ombudsman meeting at the 9th Annual Nationwide
Mortgage Licensing System and Registry (NMLS) conference on February 16th in Austin, Texas.
I would like to bring the following issues to the attention of the Ombudsman:
Notification of expiration and record deletions
Recently, two of our client companies had their MU1 company records and all MU2 records for the
Executive Officers, Directors and control persons deleted due to the fact that the application had not
been submitted within 180 days. The records were not dormant and both companies were uploading
and updating information while actively preparing to submit the money transmitter license applications.
The MU1 records were missing some key elements for the applications and the companies needed more
time to obtain the state requirements. For example, the bank account for the money services business
(MSB) was in process and it typically takes more than 180 days, or 6 months, to obtain. Most MSBs have
great difficulty receiving approval for a bank account, with banks de-risking themselves of MSB accounts
due to regulatory and other pressures. States generally require an active MSB bank account in the
application and some states will reject an application that only have a pending MSB bank account.
Creating MU2 records for all officers and directors, setting up fingerprinting, and completing
attestations is time consuming. In addition, obtaining audited financial statements, creating financial
projections, and gathering state-specific requirements for new companies is also very time consuming
and has contributed to delays in submitting applications.
Once an MU1 or MU2 record is deleted it is not possible to get the information back, and it is very
onerous on a company. Besides an email notification that the company record will be deleted within 30
days, there is no other way for administrative users and/or users to know how much time is remaining
before a record is deleted. If the dashboard would show this information, it may help a company better
plan and manage their NMLS record when the file is getting close to the 180-day deadline and about to
get deleted. In addition, it would be extremely helpful if NMLS had an archive feature so that the
applicant could save the MU1 and MU2 record information and the IDs to protect the time consuming
www.chartwellcompliance.com

MASTER PAGE 10

Exhibit 4

efforts that go into the building the records.
NMLS users that have no U.S. Social Security Number (SSN)
International companies that have Executive Officers, Directors or Control persons without U.S. Social
Security Numbers sometimes take several weeks to be get on boarded. We follow the NMLS guidance
and communicate with NMLS via the encrypted e-mail option, but we still generally have wait times of
two weeks or more for a login and password.
Some issues have arisen for key individuals who went to college or spent time in the United States and
had a Social Security number. There is a misconception that Social Security numbers expire. We request
that international officers indicate whether or not they have ever had a Social Security number to avoid
delays and confusion.
In addition, the credit report process in NMLS is designed for key individuals with a social security
number, so we generally work state by state to work through the credit report requirements.
Automation of the onboarding process for international officers, or more standardized guidance for the
nuances for those with/without an SSN, would be helpful.
MU1 records blocked by pending MU2 records
Separating the MU1 records from the MU2 records would help compartmentalize various types of
filings. It would make the filing process smoother if the MU1 record could be attested and filed without
delays from the MU2 records. In addition, it would help if the Advanced Change Notices would also be
separated so that the ACNs will not impact the other filings, renewals, transitions, and submissions (and
vice-versa).
There have been instances where a director has an MU2 in 2 different companies. If the first company is
submitting a filing, it “blocks” the MU2 record from being submitted by the second company. Generally,
the second company needs to wait until the filing is completed, which is difficult when it is a completely
different company.
NMLS Call Center
It would help resolve questions more effectively if there was a clear escalation procedure to a second
tier, or a technical specialist, when you have a complex question for the NMLS Call Center. Currently,
there is an option for state licensing related topics on the call center menu; however, there is often a
wide range of knowledge and experience among the customer service specialists.
A clear second tier escalation process may help resolve questions more expeditiously. We would
suggest especially having a technical specialist for specific requirements such as Criminal Background
Checks (CBC), Advanced Change Notices (ACNs), and international officers, for example.
www.chartwellcompliance.com
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Provide a grace period and detailed guidance when there are comprehensive changes in NMLS
The broad-based changes in NMLS in September 2016 were difficult and expensive for license applicants
and licensees. It would be helpful if the state offered a grace period for changes in NMLS, similar to
grace periods sometimes given for compliance with new legislation. Improved guidance regarding the
CBC process, particularly in dealing with Fieldprint for International Officers would help in the transition
process.
Include the company NMLS number in all system-generated e-mails
In particular, the following message does not provide enough record-specific information:
One or more Individual (MU2/MU4) Filings submitted by your company have been processed by NMLS.
To view details of the filings, please login to NMLS and view Historical Filings in the Composite View tab.
In addition to adding the NMLS number, if emails can clearly state the changes made under a filing, it
would be extremely helpful for licensees and applicants.
Allow employees or individuals to share the pending renewal processing
Company procedures often state that one employee starts the renewal and another employee reviews
and attests. Unfortunately, with changes in this past renewal season, this is no longer possible and it
may force the NMLS Administrator or only one individual to request and complete the entire renewal.
Offer a completeness check for all submissions and redlines or summary of changes in the attestation
page.
If there is a completeness check and redlines/summary of changes with each attestation, it might
reduce errors in the filing. A summary of changes with redlines will provide the officer attesting to the
filing a chance to review of all items that have been modified in the record.
Historical Filings that show the exact document upload beyond the fields in the MU1.
If historical filings could show the full documents that were uploaded with each iteration of filing as well
as the changes made from the previous filing, this would be helpful to companies and employees
concerned with “version control.”
Please let me know if you have any questions about our suggestions. Thank you again for allowing
me to participate in the Ombudsman meeting at the upcoming NMLS Conference.
If you have any questions or concerns, please contact me at (301) 461-6483 or
trishlagodzinski@chartwellcompliance.com.
www.chartwellcompliance.com
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Sincerely,
Trish Lagodzinski
Compliance Director

www.chartwellcompliance.com
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2/2/2017
Joshua Weinberg
EVP Compliance
First Choice Loan Services Inc.
Mary Pfaff
Senior Director Policy
CSBS
Hi Mary!
Thank you for the opportunity to share a couple of topics for the Ombudsman’s meeting.
1) ACN process – Industry needs better visibility into the status, completion and information from
the Regulator’s side. After submitting the ACN some states take action and updates status,
others do nothing, and others just use license items to communicate around the ACN. Once the
effective date passes, the ACN is not even visible form the Home page or other areas, without
digging into each particular ACN, and then there’s usually no information or status to see.
Screenshots below to help illustrate this point.
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2) ECOA Notice – Who should the Regulator be for consumer contact? Will states accept more
than one agency listed? NH has stated that we need to list FTC, despite our prudential regulator
being FDIC. FDIC confirms we must list them. NH said we could list both, but that is not covered
by Appendix A and I don’t think that’s consistent with other state’s requirements and I think
would cause an issue in exam from other states.
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3) Order of Operations for CBC - CBCs for federally registered MLOs trigger a notification to their
current employer when they give a potential new employer access to run their CBC. This often
results in the current employer terminating the employee, but prior to the new employer
agreeing to move forward. That leaves a real and actual problem where an MLO could lose a job
and not be able to get a new one. I know this issue isn’t new and is related to the FBI
approval/verification process, but I think it’s an area important to improve.
Please let me know if any additional information, clarification or detail would be helpful for any of these
points.
Thanks and warm regards,

JOSHUA WEINBERG
Executive Vice President | Compliance
jweinberg@fcloans.com
D: 732.851.1811 | O: 732.536.3330 x.5048 | F: 888.881.2315
A: One Tower Center, Floor 18, East Brunswick, NJ 08816
W: www.fcloans.com

First Choice Loan Services Inc.
A Berkshire Bank Company
First Choice Loan Services Inc. – NMLS# 210764
Berkshire Bank – NMLS# 506896
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