NMLS Ombudsman Meeting
Grand Hyatt San Antonio
San Antonio, TX
Texas EF Room
2:00 – 5:00 p.m. Central
February 26, 2013

Agenda:
1. NMLS Ombudsman Update – Exhibit 1
Timothy Siwy
Pennsylvania Department of Banking
2. Licensing Requirements for Lead Generators – Exhibit 2
Doug Lebda
Lending Tree, LLC
3. State Adoption of Uniform State Test
Licensing of Servicing Staff
NMLS Unique ID – Exhibit 3
Ken Markison & William Kooper
Mortgage Bankers Association
4. Exempt Company Registration – Exhibit 4
Roger Bainbridge
State Farm
5. Document Upload and NMLS Requirements for Control Persons – Exhibit 5
Trish Lagofzinski
Chartwell
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6. License Renewal Challenges
Kristie Battershell
Quicken Loans
Tanya Anthony
Greentree Servicing LLC
7. Open Discussion
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Exhibit 1

NMLS Ombudsman Meeting
Park Plaza Hotel
Boston, MA
MEETING SUMMARY
August 14, 2012

Attendees:
Approximately 150 regulator and industry participants attended the NMLS Ombudsman meeting in
Boston.
Introduction and Update, Tim Siwy, NMLS Ombudsman, Pennsylvania Department of Banking
Tim Siwy welcomed the group to the Ombudsman meeting and discussed the goal of the meeting - to
facilitate a constructive discussion with industry and regulators focused on NMLS functionality and
policy issues in a neutral location. Deb Bortner was also recognized for her time serving as the previous
NMLS Ombudsman.
In addition to attending events twice a year as the Ombudsman, Siwy also addresses emails sent to the
Ombudsman’s inbox and refers individuals to the State Regulatory Registry (SRR), the NMLS Resource
Center, or the NMLS Call Center as appropriate. He then updated the group on specific issues that have
been brought up since the last meeting and reviewed the actions that have been taken to date:
Transitional Licensing: Regarding the issue of transitional licensing, there are concerns that there is a
disadvantage for state-licensed mortgage loan originators (MLOs) who can only conduct business in the
states in which they are licensed, while federally-registered MLOs can operate in all 50 states. Steps
have been taken to try to level the playing field: a privacy wall has been set up to restrict federal
institutions from viewing testing and education information for MLOs seeking state licensure, states are
being encouraged to accept license applications and granting an “De Novo Approved – Inactive” license
status, thus allowing an MLO to gain license approval prior to gaining company sponsorship, and there is
a proposal for a uniform state test so that licensees may not be required to take a new test to move
across state lines.
Branch License Surrenders: There have been concerns raised with the inability to surrender a branch
license without a branch manager. Functionality is currently being developed to allow for the surrender
of a branch license without a Branch Manager on the Branch Form (MU3). This will be available with the
2012.4 release in October.
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NMLS Consumer Access: There have also been improvements made recently to NMLS Consumer Access
to provide greater access to information to the consumer. An MLO’s self-reported employment
information was collapsed by default and the sponsorship/linked employment information was moved
to the employment section to give a better representation of the MLOs current active employments.
Additional information was added for branches (e.g. an easily accessible list of states in which the
branch is licensed), and the license list was updated to display only active licenses by default.
Automation of Sponsorship Process: As not all states require sponsorship, this is not a functionality that
can be fully automated. However, the NMLS is working towards implementing a linked employment
process that will help streamline the flow of the sponsorship process.
Lastly, there have been comments about offering education courses for non-originating MLOs such as
those engaged in loan modifications or loan processing and underwriting. Siwy would like industry to
encourage course providers to provide this service.
Reciprocal Licensing, Ken Markison, Mortgage Bankers Association of America
The Mortgage Bankers Association of America (MBA) would like to propose that states adopt a
reciprocal licensing provision that would allow MLOs to easily transition employment across state lines.
The SAFE Act allows states to offer reciprocal licensing, but at this point in time, few states currently
offer it.
Markison asked that states look at substantial equivalency of another state’s requirements and accept
compliance with such requirements as sufficient for obtaining a license in their state. In addition, to
extent there are differences he requested that the appropriate choice is not to delay issuance of an outof-state licensee a license, but offer a transitional license for the individual for 90 – 120 days while the
individual completed any variant requirements.
A few suggestions were offered to allow for an easy transition between states. This first is for states to
look at equivalent education for licensees. If there is a gap in the education requirements, do not deny
the license, but offer a transitional license for a period of 90-120 days in order for the MLO to continue
to work while they take the necessary education to satisfy the new licensing requirements. The MBA
would like to work with SRR on the implementation of the necessary enhancements for reciprocal
licensing and participate in a dialogue moving forward. The MBA would also like to hear comments and
concerns from industry and regulators related to this proposal.
The question was asked if the issue is creating a level playing field or getting people to work. The MBA
responded that is it both: there is a competitive disadvantage for state licensees to move across state
lines that does not exist for federally-registered MLOs. Given this, there is also a desire to level the
requirements for both state-licensed and federally-registered MLOs.
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Bob Niemi, Ohio Division of Financial Institutions, stated that Ohio does have a bill that has passed the
state senate to allow reciprocal licensing for MLOs who are requesting licensure in Ohio. Ohio has
supported this bill for the last year and a half, but the details of how this will work are still outstanding.
There are also concerns with how this will work during the renewal period.
Rod Carnes, Georgia Department of Banking and Finance, responded that while they understand the
benefit of reciprocal licensing, they have some concerns. The first is staffing, they have a staff of 3 who
process 200-300 licensing applications a month and this could add a significant burden and delay new
applications. There are also concerns with licensees who may have a criminal record or credit issues.
There is a not a nationwide standard on criminal history and credit, and because Georgia has a high
standard, they cannot assure that an individual who is licensed in another state would meet the
requirements for Georgia. The processing time for a new license in Georgia is approximately 2 weeks, so
this should not be a significant burden on a new licensee.
Rose Patenaude, HSBC asked if the talk of a reciprocal license is in the context of a state license to state
license transition. The MBA responded that the proposal is specifically for a state license to state license
transition. Rose then asked if there would be consideration for a transition of a federally-registered MLO
applying for a state license. The MBA responded that there has been discussion with the Consumer
Financial Protection Bureau (CFPB) regarding this, but an employment move from a federally-registered
institution to a state-licensed company was not allowed under the reciprocal license rule. Tim Siwy
stated that as the education and testing requirements are the most difficult to achieve when moving
from state to state, the uniform state test may be a step toward a smooth transition.
Jack Konyk, Weiner Brodsky Sidman & Kider, commented that testing and continuing education are an
issue with a state-to-state move and having state-wide recognition of testing and education information
would be a vast improvement. He recognized the staffing issues in Georgia, but the hope is that the
processing time for these licensees will be decreased and not an extra burden on staff, and asked if it
would make sense for a transitional period when moving between adjacent state or intra-company? Gus
Avrakotos, K&L Gates, suggested moving forward with a single, nationwide license. The requirements
for this license would follow the requirements for the strictest state to adopt the license. Rod responded
that they would like to offer a license as quickly as possible to a qualified candidate. However, by
statute, they cannot offer a transitional license; they also cannot assume a licensee from another state is
qualified to conduct business in Georgia.
The MBA then asked Georgia is they require education for licensees. Rod Carnes responded that Georgia
does require education and testing for licensure and all licensees, no matter how experienced they may
be, will have to go through the same application process. If they are a felon or have credit issues,
Georgia cannot run the risk of these individuals not meeting requirements. Jim Copeland, South Carolina
Board of Financial Institutions, also asked if there had been any discussion about requiring federallyregulated MLOs to take pre- and continuing education courses. Gus stated that there is currently an
underlying distinction between mortgage companies and financial institutions.
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Anne Balcer Norton, Maryland Office of the Commissioner of Financial Regulation, stated that from an
industry perspective, it makes sense to have a reciprocal license. However, from a regulator perspective,
there may be statues that do not allow this. For example, in Maryland, they may have a hard time
rescinding their state-specific CBC and use the federal only CBC. It will be hard to remove the
Maryland-specific requirements enacted to protect Maryland consumers. Maryland has allowed for an
Approved-Inactive license to help with the transition across state lines.
Hayden Richards, Dykema, made the comment that some states claim that they do not have statutory
authority to issues a de novo license and asked if this can be fixed with legislation? Are there any
negative consequences to issuing an inactive license? Tim Lange, CSBS, responded that currently, 24
states can issue a de novo license. Kirsten Anderson, Oregon Division of Finance and Corporate
Securities, responded that Oregon needs a specific “statement of need” to propose a change in
legislation; they would need specific data from industry that they can present with the legislation. There
would also be an increase of work because they would now have to look at an application twice.
Tim Siwy indicated that we have to wrap up the topic and will continue the discussion at a later time. It
is understood that there are legislative challenges to overcome in order to make transitional or
reciprocal licensing a reality.
Exempt Company Registration, Kathleen Egan, Radian Guaranty, Inc.
Ms. Egan discussed some of the difficulties that mortgage insurers are facing in attempting to comply
with the SAFE Act requirements for licensure of independent contractor underwriters. Mortgage
insurance company affiliates only provide underwriting services to lenders and do not meet the general
state law definitions of “mortgage broker”, “mortgage lender” or “mortgage banker”. Because such
companies do not engage in mortgage broker or lending activities, they are not required to be licensed
and thus should be exempt from state broker license requirements so they can sponsor their individual
underwriters applying for state loan originator licenses through an exempt company registration on
NMLS. However, some states do not allow this process and would require a license which presents
additional issues. For example, Radian cannot obtain a surety bond because they do not meet
requirements, or are very expensive to insure. There are also challenges with submitting financial
statements and the net worth requirements because financials are reported differently for insurance
companies; they are reported at the holding company level.
The proposed solutions are that the MI Affiliate should be granted exempt company status in all states
so they may sponsor their underwriters who become licensed loan originators. Alternatively, if states
determine that a company license is nonetheless required in order to sponsor the underwriter, the
Texas model offers a reasonable solution. Texas offers an “Independent Contractor
Processor/Underwriter Company License”, and such license may be obtained upon payment of an
application fee and submission of an MU-4 by a licensed individual.
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Tim Siwy mentioned that states could look into having another “group” fit into the MU1 model. Some
states have strict requirements and Radian does not fall into any category. Pennsylvania does not have
an issue with this, but forming a committee to examine further makes a lot of sense.
Tom Brennan, Massachusetts Division of Banks, asked if there was a consistent shortfall in the financial
statement requirements. Radian stated that most states ask for company-level financial statements, but
that it is not available because all financial information is reported at the holding company level. Stacey
Valerio, Connecticut Department of Banking, stated that if the company is exempt, they may not need
to view financial information. Gus Avrakotos, K&L Gates, stated that from a historical perspective, an
exempt company is a company who does not needed to be licensed, but employs MLOs and needs to
sponsor their licenses. NMLS has a system that allows companies to register so they can sponsor MLOs,
the MU1 should be modified to allow for other non-banks to register (i.e. create an “MU1 Lite”).
Tim Siwy asked for input from other regulators. Kristen Anderson, Oregon Division of Finance and
Corporate Securities agrees with Gus and has a paper application for non-profit companies. They could
work with Radian to get past the financial statement requirements, but the surety bond is a statutory
requirement. Tim Siwy stated that this information would be taken to the appropriate working groups
for discussion on how to proceed.
Document Upload and Disclosure Explanations in NMLS, Rose Patenaude, HSBC
Release 2012.2 included new requirements and processes regarding document uploads, disclosures, and
form changes. Some regulators were very specific as to what the requirements were for these updates,
but there was not a "master document" of what needed to be done for each state. Due to HSBC’s
structure, it had to add information for 18 state-licensed companies. There was a long list of items that
needed to be uploaded and some states wanted retroactive information which resulted in some
prohibitively large files and documents that exceeded the 8 MB file limit. Rose contacted Tim Lange,
CSBS, and was offered a window of time to upload the documents because the system needed to be
updated to allow for this. It was difficult to work under this constraint.
Tim Siwy stated that most states requested that documents be uploaded from a certain period forward,
but asked if there were any states that required additional historical documents. Sue Clark, Vermont
Department of Financial Regulation, indicated that Vermont did request that all historical documents be
uploaded. The state has numerous paper records and is moving towards making NMLS the system of
record. Sue then asked if Rose was referring to the types of document all regulators want, or documents
related to “yes” disclosure responses? Rose responded that her biggest concern was the formation
documents as these often have many amendments. Tim Lange, stated that the file size limit in NMLS is
set for security and performance reasons, Rose did reach out to him and they are working together to
accommodate the upload concern
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Gus Avrakotos, K&L Gates, then asked if there a concern with a security breach of information that is
uploaded to NMLS. Does it raise questions of confidentially and data security? This topic was tabled as it
does not relate to the issue Rose raised.
Amy Greenwood-Field, Nebraska Department of Banking & Finance, stated that Nebraska required a full
history of documents, but that some licensees were contacting the agency because they did not have
their own documents. Rose also pointed out that because documents are not static, they will need to be
constantly updated in NMLS. Sue also suggested that licensees could update an original document and
amendments as additional documents; this would mean that the agency would only need to review the
changes rather than re-review the entire document. Rose stated that the policy guidebook is generic
and does not say that multiple documents of the same type can be uploaded. Prior to 2012.2, HSBC only
answered yes or no for disclosure questions. Now that there is disclosure explanation functionality, is
the intent of this to upload a version of this for each state, as there is state-specific information?
Kristen Anderson, Oregon Division of Finance and Corporate Securities, indicated that Oregon also
required that full historical information would be required for licensees in Oregon. They want to review
everything and compare to historical records as there have already been some discrepancies found.
Rose then asked if the information being required is already public on another state’s site; can a link or
docket number be provided? Kristen indicated that State Regulatory actions in NMLS can be referenced,
but links will not be accepted because web addresses often change. Rose indicated that not all states,
including Oregon, were uploading old state regulator actions in NMLS. Kristen responded that it is a
reasonable request to have licensees provide the information on a filing if they want to obtain or
maintain licensure.
Anne Balcer Norton, Maryland Office of the Commissioner of Financial Regulation, stated that NMLS is
an amazing tool for all states and shows how far they have come. NMLS needs to be the system of
record, period. CFPB will be engaging and looking to NMLS as the system of record. Jack Konyk, Weiner
Brodsky Sidman & Kider, indicated that while having the entire document is great, having a redlined or
appended version would be better. He also said that there needs to be a better indexing system for
these documents. If original and supplemented documents are uploaded separately, we need a better
way to index so that the documents can be tied together for review. Gus also suggested that NMLS
should look into a way to have information uploaded to a separate worksite for security purposes.
This is an ongoing issue that state regulators will continue to work with industry to develop document
upload conventions and requirements.
Implementation of Updated NMLS Forms, Sam Wolling, Prospect Mortgage
Prospect Mortgage would like to see an MU2 form independent of the MU1. Currently there is not an
ability to create an MU2 without first creating an MU1. This becomes an issue when the individual's
information changes. There should also be a way for a majority of MU2 individuals to attest in a group
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so that it does not hold up the MU1 submission process. There also needs to be a way to disable the CBC
and CR request because they are not necessary.
There were also a few suggestions on ways to improve the system:
-

-

Expand the definition of “non-depository” to include the term “mortgage.”
For new companies who are joining NMLS there will be an onboarding of branches and a
number of MU3 filings for users to manage. To make the process run smoothly, add a flag to the
MU3 filing list to indicate that the filing a ready for submission.
Allow for a group submission of the MU2/MU4 and MU3 filings when there are changes related
to individuals.

The initial NMLS transition was very successful because there was a chart that showed the progress and
was tracked and a single source of information, but there are a few items that regulators should
address:
-

The definition of foreclosure needs to be consistent across all states. This could cause a yes
disclose response in one state, but a no in another.
With regards to the document upload functionality, there needs to be a single place to
document all uploaded materials related to disclosures and orders.

Tim Doyle, CSBS, commented that the form version roll out involves a lot of coordination among
regulators, but had brought many improvements in the information provided for regulators. As updates
are made, this will become a continual process to update regulator requirements. With the 2012.2 form
version updates, SRR did not create a requirements chart because not all states adopted the same
deadlines for submission. Each state established a policy and SRR did not want to have a single chart
that could easily become outdated. While charts are useful, keeping them up to date is very labor
intensive.
SRR agrees that various definitions should be consistent and is constantly working with the states to
more toward this. One initiative to aid in this is the Uniform State Test (UST). The intention of the UST is
that it will be developed in accordance with universal definitions, but is also mindful of state-specific
definitions. The NMLS Policy Guidebook is updated to include these universal policies. With the 2012.4
release there will be additional help tools, including a static guidebook that will be updated throughout
the year.
Open Discussion Topics
Kristie Battershell, Quicken Loans
Kristie brought up the issue of states that require MLOs to be licensed in their home state to originate
loans in another state. This could cause a potential job loss for an MLO who is not able to obtain a
license in their home state. The biggest change is not testing and education requirements, but rather the

Master Page # 9

Exhibit 1

criminal background check (CBC) and credit report (CR) requirements for each state. This can hinder the
candidate pool for larger companies, such as Quicken Loans.
Tim Siwy indicated that this is not a new topic, and this issue has been examined in the past. The
Pennsylvania Department of Banking did review this last year and is in the process of removing that
requirement. Some regulators have indicated that they do not want to remove home state licensing
policies because they do not want to become a safe haven for some state-licensed companies and
MLOs.
Sue Clark, Vermont Department of Financial Regulation, indicated that Vermont requires that MLOs be
licensed in their home state and in all states in which they conduct business. This relates to the issue
discussed earlier with reciprocal licensing. If an MLO is unable to obtain a license in their home state this
may cause concern for other states when reviewing the licensing application. Tim Siwy also mentioned
that this may be an unnecessary financial burden for an MLO who would never originate loans in their
home state.
Kristie indicated that Quicken Loans supports the idea of uniform education requirements. They may
have an MLO who is licensed in 20 states, but it having trouble getting licensed in the 21st state because
of different education requirements. Tim Siwy reminded industry that the states are moving toward
uniform education requirements, but there is not much that can be done without a change to the state’s
statute. He also stated that education is not the only item restricting licensure. States look at other
requirements, such as criminal activity. Pennsylvania, for example, does have additional requirements
above and beyond other states.
Kristen Anderson, Oregon Division of Finance and Corporate Securities, indicated that industry may
want to hesitate asking for uniform requirements across states, as the tendency is for states to adopt
the strictest requirements. In Oregon, home state licensing is not required unless your home state is
Oregon. But when reviewing license applications, if an MLO is not licensed in their home state it does
raise a red flag. Bob Niemi, Ohio Division of Financial Institutions, indicated that Ohio does have a home
state licensing requirement.
Jennifer Edwards, Primary Residential Mortgage
Edwards reported that there is a state regulator who says that their agency’s website is the system of
record, not NMLS. There is an MLO who is currently employed with Primary Residential Mortgage who
shows an approved license in NMLS, but the license is expired on the agency’s site. Because NMLS
shows that license as approved, the MLO is not able to reapply for the license through NMLS. Tim Siwy
acknowledged this issue and said he would reach out to Primary Residential Mortgage to address the
issue outside of the Ombudsman meeting.
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Tanya Anthony, GMAC Mortgage
Tanya Anthony asked what changes can be expected in the October 2012 system release that will affect
renewals Tim Lange, CSBS indicated that there will be workflow changes for individuals. Vickie Slater,
CSBS, mentioned that there were not any changes in the 2012.3 release that will affect renewals, but
that there will be a change for companies in 2012.4 in that regulators be able to indicate if the presence
of an MCR license item will prevent renewal of the company license.
Tanya indicated that most states say that a credit report is required to be completed within 30 days of
the attestation. Is this going to be an issue if there is a 30 day lag in the attestation of an individual and
when the company submits the renewal request? Vickie Slater indicated that there was feedback from
industry that CBC and CR requests need to be included in the renewal requests. There will be a policy
update to allow an MLO to authorize CBC/CR during the renewal period.
Gus Avrakotos, K&L Gates
Gus wanted to reiterate three issues that had been previously sent to the Ombudsman in an email.
-

-

After the 2012.2 release, there are some inconsistencies in the disclosure questions on the
individual form. The new questions on the individual form now require the individual to answer
a question if you’ve exercised control over an organization that is a bad actor. Should the branch
manager or the qualifying individual need to answer yes to the question of being “in control”?
The company disclosure questions only request information regarding regulatory sanction for
the past 10 years, but individuals are not bound by this same requirement.
On the previous company form, companies needed to identify pending proceedings. The
question was changed to remove proceedings, was this intentional? On the individual form is
there a need to identify any pending regulatory action proceedings?

Closing Remarks
Tim Siwy made closing remarks and thanked everyone for their participation in the meeting.
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Nationwide Mortgage License Registry (NMLS)
Conference
February 26, 2013
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Overview: Industry’s Best Marketing Machine
Exhibit 2

• 77% Brand Awareness
• #1 Destination for making personal financial decisions

• Specialized talent in Display, Biz Dev, Offline, Creative, SEO,
Direct Mail, Social, Affiliate, Performance Marketing
• Veteran Marketers with 170+ years of combines experience

• Best-in-Class Technology and Marketing Campaign Optimization
• Robust Tools for Network Lenders
• Awesome Consumer Experience through Tools & Advice via
LendingTree.com

• Data Driven Results- Web Analytics, Form Optimization,
Marketing Channel Performance
• Simulator

Melding brand and science to create the best Performance Marketing “Machine” on the planet
since 1996.
2
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Quick Facts:

8/08: Tree.com spun
out from IAC; returns
to standalone public
7/09: Launched
company
Education and
Home Services
9/04: Acquired

5/03:
Acquired by IAC
for $726M

Introduced
LendingTree.com
website
LendingTree
founded
2/00: LendingTree
$44M IPO

1996

1998

2000

verticals

Home Loan Center
(“HLC”; principal
mortgage lender)

2002

2/00: Launched
“When Banks Compete
You Win®” campaign

2004

2006

9/06: Reached
20M consumer
loan requests

2008

7/09: Launched new
“You to the Rescue®”
ad campaign

6/12: Completed
sale of HLC assets
to Discover for
$56M

11/11: Reached
30M consumer
loan requests

2010

2012

Q1’10: Non-mortgage
services >50% of
matched requests

LendingTree is licensed in all 50 States and
DC through NMLS
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Common Misconceptions:

LendingTree
makes
credit
decisions

LendingTree
is a Lender

LendingTree
takes
applications

4
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LendingTree
has affiliate
Lenders

LendingTree
is not
transparent
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Goal Alignment

NMLS
• Improved coordination
and information sharing
among regulators,
• Increased efficiencies for
the industry, and
• Enhanced consumer
protection(s).

Exhibit 2

LendingTree
• Industry and regulatory
transparency,
• Engage industry partners
to build core relationships,
• Empower consumers to
make sound financial
decisions and encourage
comparison shopping.
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Guidance Sought to Achieve LendingTree Goals

Issues that Present Obstacles for Achieving Goals
for Which Guidance is Sought from NMLS.
• Uniformity in reporting requirements for Lead Generators;
• Guidance regarding “transitional licenses”* as it relates to
Lead Generation activity in all non-bank financial spaces;
• Uniform definitions especially as they relate to what is an
“application” for regulatory and reporting requirements;
• Potentially develop a national license for online Lead
Generators with individual state oversight of the same; and
• Licensure requirements for all Lead Generators.
*Non-mortgage licensee’s moving to NMLS registry could present an opportunity to create a license for Lead
Generators, as Money Transmitters, Debt Collections etc. are joining NMLS.
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Issue Briefing
February 2013

NMLS Unique Identifier
Issue: With the expansion of NMLS, members of the Mortgage Bankers Association have expressed
concern that the issuance of NMLS Unique Identifiers to non-mortgage companies licensed through the
System dilutes and diminishes the identity of the NMLS ID to the mortgage industry.
Background:
What is the NMLS Unique Identifier?
The NMLS was established in 2008 and began its operations with the ability for state agencies to
license or register mortgage companies and mortgage loan originators. In 2012, the NMLS began its
second phase of licensing by expanding to allow state regulatory agencies to use the licensing system
to license and regulate other non-depository industries that are regulated on the state level.
The NMLS Unique Identifier (“NMLS ID”) is the number permanently assigned by the NMLS for each
company, branch, and individual that applies for a license with one or more state agencies through
NMLS, and each institution or mortgage loan originator that registers through the NMLS Federal
Registry. When a company or individual creates an account in NMLS, a unique identifier is
automatically assigned and reserved for use by the applicant. However, the NMLS unique identifier is
not valid until a state license has been applied for, or a federal registration has been issued.
The NMLS ID improves supervision and transparency among state-licensed companies and individuals
by providing regulators, the industry, and the public with a tool that follows companies and individuals
across state lines and over time. It is a tracking mechanism used to ensure that individuals that
engage in fraudulent lending activities are not able to simply move to another jurisdiction or lending
authority to avoid being penalized. The number is randomly assigned by the System, but the validation
and authority to engage in lending activities is granted by the state regulatory authority;
How do I verify a NMLS Unique Identifier?
The NMLS Unique Identifier can be verified for a state-licensed company, branch or individual by
searching NMLS Consumer Access. If a company, branch or individual purporting to be state-licensed
does not appear on NMLS Consumer Access, then they do not have a valid NMLS ID. Registered
mortgage loan originators and their employing institutions are also issued an NMLS ID which can be
verified on NMLS Consumer Access.
Why the NMLS Unique Identifier cannot be industry specific:
The NMLS ID tracks each legal entity, and not each specific license authority. State license authorities
are not consistent across state lines, so the same company or individual may hold several types of
licenses (e.g., servicers may need a mortgage company license or debt collector license depending on

State Regulatory Registry LLC (SRR) operates as a nonprofit affiliate of the Conference of State Bank Supervisors (CSBS)
responsible for developing and operating NMLS on behalf of participating state financial services regulatory agencies.
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the jurisdiction). Because the NMLS ID tracks the company or individual, it is not able to be “intelligent”
(i.e., have a prefix attached to identify different license types). For example, in Rhode Island, the state
issues a lender license which authorizes an entity to offer a variety of financial products including
mortgage and consumer financing. So, a company such as Nissan Motor Corp. has had a license (and
NMLS ID for the company) since 2008, but does not originate mortgage loans. Or, a licensed mortgage
broker may give up that license and become licensed as debt collector. Regardless of the employment
or license-type currently held, the NMLS ID would still be the same and the company or individual’s
history could be tracked back to prior years.
Additionally, there are over 390,000 registered loan originators that work for depository institutions that
have been assigned the NMLS ID. These individuals are also listed on NMLS Consumer Access, but
do not hold a state license.
The issue may be more of an industry branding issue versus an NMLS ID issue. As noted above, there
is a big difference between having a number issued by the System, and having a valid NMLS ID. Some
states require licensees to note on their advertising materials that they are licensed by the state agency
as a mortgage lender, mortgage broker, etc. which may help to identify specific industry qualifications.
Also, consumers should be encouraged to go to NMLS Consumer Access to verify a licensee’s
credentials. While a person or company’s record can be accessed by entering the NMLS ID, it can also
be viewed by entering the name. Once a record is accessed, the consumer can easily see what types
of licenses or registration the entity or individual holds and the status of that authority.
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Issue Briefing
February 2013
Use and Purpose of Exempt Company Registration in NMLS

Issue: Certain companies that are not otherwise required to obtain a mortgage-related license have a
need to register on NMLS (the “System”) in order to manage their licensed mortgage loan originators
(MLOs). The Exempt Company Registration category was developed as a System choice to meet this
need. Twenty-eight state agencies currently provide for the Exempt Company Registration but there is
not consistency throughout the states as to how that status is used.
Background: The SAFE Act requires all individual mortgage loan originators (MLOs) to be either
licensed or registered through NMLS (the “System”). The large majority of state agencies require each
state-licensed MLO to be sponsored by a company that maintains control over the business activities of
the MLO and also manages certain license requirements such as providing blanket surety bonds and
submitting consolidated mortgage call reports.
The SAFE Act requirements for individual licensure are triggered solely by what business activities an
individual engages in regardless of the type of employer. The Act also encompasses loan processing
and underwriting activities as triggering events that may require licensure. This broadening of
“traditional” license requirements has resulted in numerous scenarios in which the employing company
of an individual who must obtain an MLO license is not a mortgage banker or mortgage broker and thus
may not fit squarely or easily into a particular state’s licensing program. In order to permit such
companies to be able to license those individuals and to use NMLS to manage those licenses, the
Exempt Company Registration category was created. The purpose was to allow any company that
employs state-licensed MLOs but is not required to be licensed under the state mortgage licensing laws
to register in NMLS in order to manage their MLOs in the System. The registration is voluntary.
Industry Feedback: Industry representatives have reported that attempts to utilize the Exempt
Company Registration have met with different results depending upon the jurisdiction. Those results
include instances where the company is not permitted to apply for the Exempt Company Registration
unless it is a company-type that is specifically exempt from licensing in the state statute, and yet does
not conduct mortgage lending or mortgage brokerage activities and thus is not eligible to obtain a
mortgage license. This is particularly common for companies that engage in underwriting activities.
Companies that do not engage in any direct or indirect contact with consumers in connection with
providing residential mortgage loans but rather are third-party providers to the originators should not be
required to obtain a mortgage license in order to comply with the SAFE Act requirements that affect
their employees. However, regardless of what the requirements are, companies are finding that in
some jurisdictions there is no available avenue for obtaining the requisite approval.
Goals: To develop a more uniform approach for states to help companies that are not required to
obtain a mortgage-related license manage their licensed MLOs.

State Regulatory Registry LLC (SRR) operates as a nonprofit affiliate of the Conference of State Bank Supervisors (CSBS)
responsible for developing and operating NMLS on behalf of participating state financial services regulatory agencies.
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Currently, 28 state agencies provide for an exempt company registration:
California DOC – Exempt Company
Connecticut – Exempt Company
Hawaii – Exempt Sponsoring Mortgage Loan Originator Company
Iowa – Exempt Company
Idaho – Exempt Entity Company, Exempt Entity Branch
Illinois – Exempt Company
Indiana DFI – Exempt Company
Kentucky – Exempt Company and Branch
Maryland – Exempt Company Registration
Massachusetts – Exempt Company
Michigan – Exempt Company
Minnesota – Residential Mortgage Originator Exemption and Residential Mortgage Servicer Exemption
Montana – Exempt Company and Branch
Nevada – Exempt Company Registration
New Hampshire – Exempt Company
New York – Exempt Mortgage Loan Servicer Registration, Exempt Mortgage Broker Registration, and
Exempt Mortgage Banker License
North Carolina – Exempt Company
North Dakota – Exempt Company
Ohio – Mortgage Loan Act Certification of Registration
Oregon – Exempt Company
Pennsylvania – Partial Exempt Company and Branch
Rhode Island – Exempt Company
South Dakota – Exempt Mortgage Company
Tennessee – Exempt Company
Virginia – Exempt Company
Washington – Exempt Mortgage Broker, Exempt Consumer Loan
West Virginia – Exempt Company
Wyoming – Exempt Company
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February 15, 2013
Tim Doyle
Senior Vice President
Conference of State Bank Supervisors
1129 20th Street, N.W., 9th Floor
Washington, DC 20036
Dear Tim,
Thank you for inviting me to participate in the Ombudsman meeting at the NMLS conference on
February 26th in San Antonio. Here are some of the issues/questions that we discussed this morning, in
addition to the issues that I submitted via e-mail to the Ombudsman.
Complications in creating and submitting MU2 forms. It is sometimes difficult to get all of the MU2’s
completed and attested in a timely manner as required in the licensing process. Some Executive Officers
and Directors and other control persons may not be familiar with the licensing process, or they may find
all of the personal reporting arduous and time consuming in general. One suggestion is to allow a Power
of Attorney for MU2 attestation to third parties, which could include consultants, Executive Assistants,
or other persons or organizations that represent the Company or an Executive in the licensing process.
This option may help Officer and Directors who have difficulty completing their MU2 forms and
attestations.
NMLS users who do not have Social Security Numbers. International companies may have control
persons who do not have U.S. Social Security Numbers. When the NMLS system opened up to license
money services businesses in April 2012, it took almost six weeks to receive NMLS accounts and logins
for the control persons. The process has improved since then. In September 2012, a request for an
account with no Social Security Number took only one week.
Uploading financial statements for the parent, ultimate parent, and other affiliated companies. It is
my understanding that the financial statements section is exclusively for the Applicant’s financial
statements or consolidated financial statements from the parent company. To meet the application
requirements for financial statements from parent companies that are not consolidated financial
statements, I uploaded the additional parent and ultimate parent information in the category Document
Type—Document Samples. I am concerned that companies lose the extra layer of confidentiality in the
Financial Statements section for statements that are not public. The general uploads section works well
for SEC filings and public documents.
Uploading other unique document requirements specific to the states under Document Type—
Document Samples. Is the Document Samples type a catch all category for miscellaneous documents? I
have uploaded Agent Agreements, Agent Training Manuals, BSA/AML Compliance Manuals, Pro Forma
Statements, financial statements for the parent(s) and affiliated companies, and sample receipts as
Document Samples because there were no other categories to reflect these documents in the upload
section.

1-800-541-6744

|

www.chartwellcompliance.com
Master Page # 22

Exhibit 5

Business Plans and Compliance Manuals. When uploading documents such as the business plan, the
NMLS Policy Guidebook states that the file name should reference “business plan as of mm/dd/yy.” In
my experience, some states want the business plan and/or compliance manual file name to be Statespecific, for example, “Kentucky Business Plan,” or “Maryland Compliance Manual.” Therefore in a
company’s document upload section, you may have several copies of the exactly same business plan,
just with the state’s name in the title or in the Comments field in order to meet the particular state’s
requirements.
Some companies do not have business plans specific to each state, or the company may address
multiple states in the business plan. In addition, state specific issues may be included in the pro forma
statements or other documentation. Most companies usually address the license application specifics
such as Business Plan, Financial Information, and Regulatory Compliance, in the cover letters to the state
that accompany the paper license submissions to non-NMLS states. I have been including a similar type
of cover letter addressing the application along with any additional hard copy documentation sent to
the NMLS states, as appropriate.
Please let me know if you have any questions. Thank you again for inviting me to participate in the
Ombudsman meeting at the upcoming NMLS Conference.
If you have any questions or concerns, please contact me at (301) 279-7278 or
trishlagodzinski@chartwellcompliance.com.
Sincerely,
Trish Lagodzinski
Compliance Professional
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