ADOPTED REGULATION OF THE COMMISSIONER
OF MORTGAGE LENDING
L CB File No. R087-04

Effective August 31, 2004

(NOTE: Prior to adoption, language was been removed from thisregulation
and placed into R158-04 and R159-04.)

EXPLANATION — Matter initalicsis new; matter in brackets [emitted-material] is material to be omitted.

AUTHORITY': 881-17 and 23, NRS 645B.060; 8§18, NRS 645B.060 and 645B.080; 8§19, NRS
645B.060, 645B.185 and 645B.186; §20, NRS 645B.060 and 645B.189; 8821
and 22, NRS 645B.060 and 645B.330; 8§24, NRS 645B.060 and 645B.450.

A REGULATION relating to mortgage brokers and mortgage agents; defining the term
“affiliated business’; providing requirements for records and files of mortgage brokers,
establishing the requirements for obtaining credit for a continuing education course;
designating organizations to certify continuing education courses; providing for
periodic and special audits, examinations and investigations of mortgage brokers,
establishing arating scale for the examination of mortgage brokers; establishing
requirements for a mortgage broker to share space with another business; providing
requirements and forms for various disclosures and waivers; revising requirements
related to licensing and auditing of mortgage brokers and mortgage agents; revising
fees charged to mortgage brokers for enforcement by the Commissioner of Mortgage
Lending; revising requirements related to advertising by and disciplinary action against
mortgage brokers and mortgage agents; revising requirements related to power of
attorney; establishing requirements for a mortgage broker who uses more than one
fictitious name; and providing other matters properly relating thereto.

Section 1. Chapter 645B of NAC is hereby amended by adding thereto the provisions set
forth as sections 2 to 10, inclusive, of this regulation.
Sec. 2. 1. “Affiliated business’ means a business which a mortgage broker or any

general partner, officer, director or employee of the mortgage broker:

(a) Directly or indirectly ownsor controls a controlling interest of the business;
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(b) Isapartner, officer, director or trustee of the business; or

(c) Conductsthe operation of the business.

2. Asusedin thissection, “ controlling interest” means a majority of the voting stock of a
business or any other interest in a business that gives the holder of the interest the power to
direct the management or to determine the policy of the business.

Sec. 3. Asusedin NRS 645B.080, the Commissioner interprets“ complete and suitable
records’ to mean:

1. Afilethat includes, but isnot limited to, the following documents, if applicable to the
type and purpose of the loan:

(&) Thereal estate sales contract;

(b) Escrow instructions;

(c) Thepreiminary title report;

(d) Theloan application, including, but not limited to, any attachments or supplements,

(e) An appraisal report;

(f) Any verification of representations made by the consumer on the application for a
mortgage;

(9) A credit report;

(h) A good faith estimate of closing costs and any disclosures required pursuant to the
federal Truth in Lending Act, 15 U.S.C. 88 1601 et seq.;

(i) The Uniform Settlement Statement, as described pursuant to 12 U.S.C. § 2603; and

() Any commitments made by the lender to the consumer, including, but not limited to, a
commitment to guarantee the consumer a certain interest rate and a commitment to fund the

loan.
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2. For loans brokered to private investors, a file that must include all the itemsrequired
pursuant to subsection 1, if applicable, and any additional documents or disclosures required
pursuant to this chapter, chapter 645B of NRS or federal law, including, but not limited to:

(&) Theoriginal documents subject to the provisions of NAC 645B.080 or 645B.215;

(b) All disclosuresrequired pursuant to NRS 645B.185 and 645B.186, and NAC 645B.073,
645B.210 and 645B.220; and

(c) If the mortgage broker maintains any account pursuant to NRS 645B.175, the
mortgage broker must include records that demonstrate compliance with the provisions of
NRS 645B.115 and NAC 645B.150 and 645B.160 and any other applicable law.

3. For loans funded by the mortgage broker, a file that must include all the itemsrequired
pursuant to subsection 1 and all closing documentation, including, but not limited to, a
recorded or confirmed deed of trust, thetitleinsurance policy, the note, the hazard insurance
policy and any subsequent assignment to additional investors. Assignments to private investors
must comply with all documentation requirements of this chapter and chapter 645B of NRS.

4. Any additional books and records that must be maintained or readily accessible at each
place of business of the mortgage broker, including, but not limited to, any branch office as
applicable to the operations of the mortgage broker, including:

(&) Any book or record that evidences compliance with applicable federal and state laws
and regulations;

(b) A copy of each item of advertising material that was published or distributed by or on
behalf of the mortgage broker in the format in which the material was published or

distributed;
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(c) A copy of any written complaint against the mortgage broker, together with all
correspondence, notes, responses and other documentation related to the disposition of the
complaint;

(d) All checkbooks, check registers, bank statements, deposit dlips, withdrawal dlips,
cancelled checks and other records that relate to the business of the mortgage broker;

(e) Copiesof all federal tax withholding forms, reports of income for federal taxation and
evidence of paymentsto all employees, independent contractors and other persons that worked
for the mortgage broker;

(f) Copiesof all documents evidencing a contractual relationship between the mortgage
broker and any third-party provider of servicesrelated to mortgages, including, but not limited
to, contracts, invoices, billings and remittances to the provider by or on behalf of the mortgage
broker;

(g) Copiesof all material correspondence related to the business of the mortgage broker,
including, but not limited to, electronic messages; and

(h) Copiesof all reports, audits, examinations, inspections, reviews, investigations or other
similar activities relating to the business of the mortgage broker performed by any third party,
including, but not limited to, any regulatory or supervisory authority.

Sec. 4. 1. Toobtain credit for a course of continuing education, the course must be
completed not more than 2 years before the date on which the license of the mortgage broker
or mortgage agent would otherwise expire pursuant to NRS 645B.051 or 645B.430.

2. A mortgage broker or mortgage agent must complete at least 90 percent of a course to

receive credit for continuing education for that course.
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Sec. 5. The Commissioner hereby designates the following organizations to certify
courses of continuing education for the purposes of NRS 645B.051 and 645B.430:

1. Mortgage Bankers Association;

2. Mortgage Bankers Association of Nevada;

3. National Association of Professional Mortgage Women;

4. Nevada Association of Mortgage Brokers;

5. TheReal Estate Division of the Department of Business and I ndustry; and

6. University and Community College System of Nevada.

Sec. 6. An examiner, auditor or investigator conducting an examination, periodic or
special audit, or investigation of a mortgage broker pursuant to paragraph (b), (c) or (d) of
subsection 2 of NRS 645B.060 may:

1. Requirethe mortgage broker to produce, for the purposes of the examination, audit or
investigation, all documents:

(a) Relating to business conducted by the mortgage broker pursuant to this chapter or
chapter 645B of NRS;

(b) Required to be kept by the mortgage broker pursuant to any federal or state law or
regulation; or

(c) Related to the operation of the business of the mortgage broker or any affiliated
business that conducts business activities which are directly related to the business of the
mortgage broker.

2. Inspect and copy any documents which are in the possession, control or custody of the
mortgage broker and which arerelated to business conducted pursuant to this chapter or

chapter 645B of NRS.
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Sec. 7. Upon completion of an examination of a mortgage broker, the examiner shall
rate the mortgage broker on ascaleof “1” to “5,” asfollows:

1. Aratingof “1” indicates that the mortgage broker and the management of the
mortgage broker have demonstrated a high degree of compliance with applicable laws and
regulations. A rating of “1” may be given if thereisa minor violation or deficiency, but only if
the mortgage broker acted to correct the violation or deficiency immediately and the action
taken by the mortgage broker islikely to prevent future violations or deficiencies.

2. Arating of “2” indicates that the mortgage broker and the management of the
mortgage broker have demonstrated substantial compliance with applicable laws and
regulations and that any deficiencies noted in the report made by the examiner pursuant to
section 8 of thisregulation can be corrected by the mortgage broker with a minimum of
regulatory supervision. A rating of “2” may be given if there is more than one minor violation
or deficiency, but only if the mortgage broker acted to correct the violations or deficiencies
immediately and the action taken by the mortgage broker islikely to prevent future violations
or deficiencies.

3. Arating of “3” indicates that the mortgage broker and the management of the
mortgage broker have demonstrated less than satisfactory compliance with applicable laws
and regulations and that regulatory supervision isrequired for the correction of the violations
and deficiencies noted in the report made by the examiner pursuant to section 8 of this
regulation. A rating of “3” may be given if there were minor violations or deficienciesfrom a
previous examination that were not corrected.

4. Arating of “4” indicates that the mortgage broker and the management of the

mortgage broker have demonstrated substantial lack of compliance with applicable laws and
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regulations and that immediate remedial action isrequired for the correction of the violations
and deficiencies noted in the report made by the examiner pursuant to section 8 of this
regulation. The mortgage broker will be subject to close regulatory supervision, and the
examiner will recommend disciplinary action against the mortgage broker to the
Commissioner.

5. Arating of “5” indicates that the mortgage broker and the management of the
mortgage broker have demonstrated unsatisfactory compliance with applicable laws and
regulations and that immediate remedial action isrequired for the correction of the violations
and deficiencies noted in the report made by the examiner pursuant to section 8 of this
regulation and may include action by the Commissioner to take possession of the business and
assets of the mortgage broker. The examiner will recommend disciplinary action against the
mortgage broker to the Commissioner.

Sec. 8. 1. Not morethan 30 days after the completion of an examination of a mortgage
broker, the examiner that performed the examination shall prepare a draft report of the
examination and provide the draft report to appropriate personnel of the Division. The draft
report must include only:

(a) Factsthat are contained in thefiles, books, records or other documents of the mortgage
broker that were examined by the examiner;

(b) Factsthat are contained in statements made by officers or agents of the mortgage
broker or other personsthat the examiner interviewed concerning the mortgage broker; and

(c) Conclusions and recommendations that are reasonably supported by the facts that are
included in the draft report, including, but not limited to, the rating given to the mortgage

broker pursuant to section 7 of this regulation.
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2. Not morethan 15 days after the draft report of an examination isreceived by the
Division, the Commissioner or his designee will deliver to the mortgage broker who was
examined:

(&) A copy of the draft report; and

(b) Noticethat the mortgage broker has not more than 30 days, unless the Commissioner,
for good cause, allows a longer period, to review the draft report and submit to the
Commissioner, in writing, any comments regarding or objections to matters contained in the
draft report.

3. If amortgage broker received arating of “3,” “4” or “5” and submitted written
comments or objections within the period specified in subsection 2, the Commissioner or his
designee will:

(&) Not morethan 15 days after the last day on which the mortgage broker could submit
written comments or objections pursuant to subsection 2, hold an informal meeting with the
mortgage broker regarding the draft report; and

(b) Review the draft report, together with the written submissions or objections made by the
mortgage broker and any relevant portions of the working papers of the examiner, and, not
more than 15 days after the date on which the informal meeting was held pursuant to
paragraph (a):

(1) Adopt the draft report asfiled;

(2) Adopt the draft report with modifications;

(3) Provide the mortgage broker with an opportunity for a formal hearing; or

(4) Direct the examiner to reopen the examination to obtain additional data, documents

or information and, if necessary, file a new draft report pursuant to subsection 1. If the
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findings of theinitial draft report are supported by the findings of the examiner after
completion of the reopened examination, the mortgage broker isresponsible for the costs
attributable to the reopened examination pursuant to NRS 645B.060.

4. |f amortgage broker:

(8) Received aratingof “1” or “2” on an examination pursuant to section 7 of this
regulation and submitted written comments or objections within the period specified in
subsection 2; or

(b) Did not file awritten comment or objection to a draft report within the period specified
in subsection 2,
= the draft report will be deemed to be the final report of the examination.

5. Pursuant to NRS 645B.060, the results of an examination are not open to public
inspection until the requirements set forth in subsection 3 are completed.

6. If theexamination and report reveal that a mortgage broker is operating in violation of
this chapter, chapter 645B of NRS or a previous order of the Commissioner, the
Commissioner may order the mortgage broker to take any action the Commissioner deems
necessary or appropriate to correct the violation. The Commissioner may also take disciplinary
action pursuant to NRS 645B.670.

7. The Commissioner may, for good cause, extend any period specified in this section that
is applicable to an examiner, the Commissioner or his designee for an additional period of not
more than 15 days.

Sec. 9. 1. A mortgage broker, mortgage agent or qualified employee who is also

licensed as a real estate broker or real estate salesman and who actsin both capacitiesin a
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single transaction must make to the borrower the disclosures set forth on the form prescribed
by the Division pursuant to subsection 2, including, but not limited to:

(&) Whether the mortgage broker, mortgage agent or qualified employee will be receiving
compensation for acting as a mortgage broker, mortgage agent or qualified employee and as a
real estate broker or real estate salesman in the same transaction;

(b) That the borrower isunder no obligation to allow the real estate broker or real estate
salesman to submit the loan package of the borrower to a mortgage broker, mortgage agent or
gualified employee; and

(c) That the borrower may contact other mortgage brokers or mortgage agents to
determineif the borrower isreceiving the best services related to the loan and the best prices
for those services.

2. Themortgage broker, mortgage agent or qualified employee shall provide the
disclosures required pursuant to subsection 1 to the borrower at the time of application for a
loan and in the following format:

(At least 14-point font)
BORROWER(S)
ACKNOWLEDGMENT AND AGREEMENT CONCERNING

DUAL CAPACITY ASREAL ESTATE SALESAGENT AND MORTGAGE LOAN AGENT

(At least 12-point bold font)
Borrower(s) are under no obligation whatsoever to allow their real estate sales agent to initiate

or submit the borrower(s) loan package to any mortgage lender, broker, banker or investor.
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Mortgage brokers and other loan originators cannot offer loans from all funding sources and

cannot guarantee the lowest price or best terms available in the market.

There may be other mortgage loan providers available with similar services and lower rates
and/or fees. You are free and encouraged to contact various lenders to determine that you are
receiving the best service and rates and lowest fees for those services. A comparative analysis
of providers' services, rates and feesis recommended prior to making a decision on which

lender to use.

(At least 10-point font)

Borrower(s) are hereby informed and expressly acknowl edge the following:

e Real estate sales agent , hereinafter referred to as“ agent,” isalso

associated with (mortgage broker/banker) and is acting in

the dual capacity as both mortgage |loan agent and real estate sales agent and shall
receive compensation from the real estate sales transaction and separate compensation

for arranging the mortgage loan.

e Real estate company (check one of the following):

Does have a business relationship with the licensed mortgage broker/banker

or exempt company to which your loan isreferred. Because of this
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relationship, thisreferral may provide the real estate company named above

afinancial or other benefit.

Describe the nature of the relationship, including percentage of ownership interest, if applicable.

Does not have a business relationship with the licensed mortgage

broker/banker or exempt company to which your loan isreferred.

The mortgage broker/banker must provide you with a good faith estimate disclosing all

estimated costs of the loan, including the yield spread premium (YSP.) The YSP isincome paid

to a mortgage broker upon delivery of a mortgage loan to a lender at a premium interest rate.

By signing I/we confirm my/our understanding of the information provided herein.

BORROWER BORROWER

By signing this form, the mortgage loan agent agrees that any fees paid to the mortgage
broker/banker/agent as referred to above will not increase the cost of borrower(s) loan beyond
the normal and customary charges typically collected by mortgage lenders, brokers or

investors.

--12--
Adopted Regulation R087-04



MORTGAGE BROKER/QUALIFIED EMPLOYEE/AGENT

If you have any questions regarding your mortgage loan agent or loan, please visit the

Division of Mortgage Lending website at <http://www.mld.nv.gov> or call 702.486.0780 in Las

Vegas or 775.684.7060 in Northern Nevada.

3. Asusedin this section:

(8) “Real estate broker” hasthe meaning ascribed to it in NRS 645.030; and

(b) “Real estate salesman” hasthe meaning ascribed to it in NRS 645.040.

Sec. 10. 1. Except asotherwise provided in subsection 2, a mortgage broker may share
office space with any other business if each business has a designated space within the office
gpace and each businessis separately identifiable by a sign or other method of identification
within the office space.

2. A mortgage broker may share office space with a business licensed pursuant to chapter
645 of NRSiif:

(a) Each business has separate and distinct office space and signs such that a reasonable
customer would understand which business he istransacting with at all times;

(b) Each business operates as a separate legal entity;,

(c) Each business maintains separate accounts, books and records,

(d) Each business maintains separate licenses; and

(e) Thebusinessesare subsidiaries of the same parent corporation or are otherwise
affiliated businesses.

Sec. 11. NAC 645B.001 is hereby amended to read as follows:
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645B.001 Asused in this chapter, unless the context otherwise requires, the words and
terms defined in NRS {645B-0103} 645B.0105 to 645B.0135, inclusive, and NAC 645B.004,
645B.006 and 645B.008 and section 2 of thisregulation have the meanings ascribed to themin
those sections.

Sec. 12. NAC 645B.015 is hereby amended to read as follows:

645B.015 1. A person conducts verifiable business as a mortgage broker if he f
—{a)-Handles} is compensated on a commission or percentage basisfor:

(a) Handling the arrangements between a borrower and alender for aloan which is secured
by alien onreal property and is consummated as a result of such arrangements;

(b) fOriginatest Originating aloan secured by alien on real property in the capacity of a
lender or provider; or

(c) FPurehaseserselst Purchasing or selling existing notes secured by liens on real
property.

2. Evidence of activity described in subsection 1 must be submitted to the Commissioner in
the monthly report of activity.

Sec. 13. NAC 645B.020 is hereby amended to read as follows:

645B.020 1. Anapplicant must submit with his application for alicense pursuant to
chapter 645B of NRS:

-} (@) A copy of hisbusiness license, when applicable, or his application for such alicense
if he has not obtained one.

2} (b) A copy of the certificate filed by the mortgage broker pursuant to chapter 602 of NRS
indicating the fictitious name of the mortgage broker, if any.

3} (c) If the applicant is a corporation, a copy of:
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Ha)} (1) Itsarticles of incorporation and its bylaws;

HB) (2) Itsbalance sheet and a statement of the profit and loss of the corporation for the 2
years immediately preceding the year of the application; and

He) (3) The most recent list of its officers and resident agents that is filed with the Secretary
of State.

H4} (d) If the applicant is a partnership or joint venture, a copy of the agreement of
partnership or joint venture and the financial statements of the general partners for the 2 years
immediately preceding the year of the application.

51 (e) If the applicant is a corporation being organized, a copy of its proposed articles of
incorporation and its bylaws.

Fe (f) If the applicant isalimited-liability company, a copy of:

Ha)Y (1) Itsarticles of organization and operating agreement;

HB} (2) A statement of the profit and loss of the limited-liability company for the 2 years
immediately preceding the year of the application; and

He)} (3) The most recent list of its members or managers, and resident agents, that is filed
with the Secretary of State.

(g) A copy of the lease of the applicant or other document which includes the address of
the place of business of the applicant.

2. |If an applicant hasreceived a letter of conditional approval of his application from the
Division which imposes additional requirements that the applicant must satisfy to obtain a
license, the applicant must comply with those requirements within 30 days after the date on
which the letter was issued by the Division. If the applicant does not satisfy all additional

requirements set forth in the letter within the period prescribed in this subsection, the
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conditional approval of the application will be deemed to have expired and the applicant must
reapply to obtain a license. The Commissioner may, for good cause, extend the 30-day period
prescribed in this subsection.

Sec. 14. NAC 645B.030 is hereby amended to read as follows:

645B.030 1. An applicant must submit with his application for a branch license:

(@) The name, residence address and telephone number of the qualified employee designated
to manage the branch office; and

(b) The

name of each mortgage
agent who intends to work at the branch office.

2. The Commissioner will approve an application for a branch office if:

(@) The principal office of the mortgage broker has been examined by the Commissioner and

has received at |east a satisfactory rating f;

—€)} during the preceding 12 months, and

(b) The Commissioner approves a qualified employee to manage the branch office. The
Commissioner will not approve a qualified employee to manage a branch office if the qualified
employee manages or has been designated and approved to manage another office.

3. The Commissioner may waive the requirements of subsection 2 upon good cause
shown.

4. A license for abranch office may be issued only in the name in which the mortgage
broker islicensed to conduct business at his principal office.

4} 5. Each branch office must conspicuously display its license at the branch office.
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54 6. A mortgage broker isresponsible for and shall supervise:

(@) Each branch office of the mortgage broker; and

(b) Each qualified employee and mortgage agent authorized to conduct mortgage lending
activity at a branch office of the mortgage broker.

Sec. 15. NAC 645B.035 is hereby amended to read as follows:

645B.035 1. A mortgage broker shall not conduct business using a fictitious name unless
the mortgage broker:

(@) Complieswith chapter 602 of NRS;

(b) Fileswith the Division a certified copy, issued by the appropriate county clerk, of the
certificate filed by the mortgage broker pursuant to chapter 602 of NRS; and

(c) Receivesfrom the Division alicense or certificate of exemption indicating the fictitious
name.

2. If amortgage broker conducts business using a fictitious name pursuant to this section,
the mortgage broker may conduct business using a new fictitious name only if the mortgage
broker:

() Obtains a certified copy, issued by the appropriate county clerk, of the certificate filed by
the mortgage broker pursuant to chapter 602 of NRS indicating the new fictitious name;

(b) Fileswith the Division, not later than 10 calendar days after obtaining the certified copy
pursuant to paragraph (a):

(1) The certified copy obtained pursuant to paragraph (a); and
(2) Thecurrent license or certificate of exemption of the mortgage broker; and
(c) Receivesfrom the Division an amended license or certificate of exemption indicating the

new fictitious name.
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3. A mortgage broker may conduct business using more than one fictitious name only if
the mortgage broker obtains a separate license issued pursuant to chapter 645B of NRS for
each fictitious name under which heintendsto do business. A mortgage broker who conducts
businessin this State using more than one fictitious name is responsible for the conduct of
each qualified employee, mortgage agent and other empl oyee associated with the mortgage
broker regardless of the license or name under which the conduct takes place.

Sec. 16. NAC 645B.060 is hereby amended to read as follows:

645B.060 1. Except asotherwise provided in this subsection, the Commissioner will
charge and collect afee of [$46} $60 per hour from each mortgage broker for any supervision,
examination, audit, investigation or hearing conducted pursuant to chapter 645B of NRS. The
Commissioner may charge a fee fef-$125-per-heur} equivalent to the estimated or actual fee
charged to the Division for the time of an attorney required in any examination, investigation or
hearing conducted pursuant to chapter 645B of NRS.

2. The Commissioner will bill each mortgage broker upon the completion of the activity for
the fee established in subsection 1. The fee must be paid within 30 calendar days after the date
the bill isreceived. Except as otherwise provided in this subsection, any payment received after
that date must include a penalty of 10 percent of the fee plus an additional 1 percent of the fee for
each complete month, or portion of the last month, that the fee is not paid. The Commissioner
may waive the penalty for good cause.

3. Failure of amortgage broker to pay the fee required in subsection 1 as provided in this
section constitutes grounds for the imposition of any discipline authorized pursuant to NRS

645B.670, including, without limitation, the revocation of hislicense.
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4. Upon written request by a mortgage broker, the Division will provide an accounting of
the time billed to the mortgage broker pursuant to this section.

Sec. 17. NAC 645B.064 is hereby amended to read as follows:

645B.064 1. Each mortgage broker shall pay to the Division an annual assessment fi-an
armeunt-caledlatedh-accordance with- NAC-658:030} as required pursuant to NRS 645F.180 to
cover the costs related to the employment of a certified public accountant and the performance of
audits and examinations conducted by the Division.

2. TheDivision fshat} will bill each mortgage broker for the assessment. The assessment
must be paid within 30 calendar days after the date the bill isreceived.

3. A charge of 10 percent of the assessment will be imposed on any mortgage broker whose
assessment is received by the Division after the date on which the assessment is due. The
Commissioner may waive the penalty for good cause.

Sec. 18. NAC 645B.077 is hereby amended to read as follows:

645B.077 1. The mortgage broker shall retain records of all his completed mortgage
transactions for aperiod of at least {6} 4 years after the date of the last activity relating to the
transaction. After arecord has been retained 2 or more years, the mortgage broker may cause the
record to be reproduced by the microphotographic process, optical disc imaging or any other
equivalent technique designed to ensure an accurate reproduction of the original record. A record
reproduced as authorized by this section must be considered by the Commissioner to be the same
asthe original record. Upon completion of the reproduction of arecord as authorized by this
section, the original of the record may be destroyed.

2. Themortgage broker shall retain applications for mortgages that were denied or

withdrawn for a period of at least 1 year or as otherwise required by federal law.
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3. Themortgage broker shall maintain the records of completed mortgage transactions at
the location at which the loan was made for at least 1 year after the date of closing of the loan.
After the expiration of the 1-year period required pursuant to this subsection, any such record
may be maintained for the minimum period prescribed in subsection 1 at another location if
therecord can be provided not later than 24 hours after a request for therecord. The
Commissioner may, for good cause shown, allow a longer period to provide records.

Sec. 19. NAC 645B.220 is hereby amended to read as follows:

645B.220 1. The Commissioner will not consider escrow instructions to have been
“approved by the parties” within the meaning of subparagraph (2) of paragraph (a) of subsection
1 of NRS 645B.175 if the instructions:

(@) Aresigned by the mortgage broker as attorney in fact for any investor with an interest in
the loan; and

(b) Direct that all money relating to the transaction, except money for charges or fees due the
mortgage broker, be paid to an owner, partner, director, officer, manager, member or employee
of the mortgage broker , or arelative of an owner, partner, director, officer, manager, member or
employee of the mortgage broker.

2. The Commissioner will consider “money paid to a mortgage broker and his mortgage
agents by apersonin full or in partial payment of aloan” within the meaning of subsection 4 of
NRS 645B.175 to include money paid to a mortgage broker or his mortgage agents by a person
pursuant to written escrow instructions if the payment represents money paid in full or in partia
repayment of aloan secured by alien on real property.

3. The Commissioner will consider a mortgage broker or mortgage agent to “ accept money

from an investor to acquire ownership of or abeneficial interest in aloan secured by alien on
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real property” within the meaning of NRS 645B.185 and 645B.300 if the mortgage broker or
mortgage agent:

(@) Receives money from an investor to acquire ownership of or abeneficial interest in aloan
secured by alien on real property; or

(b) Arranges for the investor to pay money to athird party to invest in aloan secured by a
lien on real property.

4. Thedisclosure form given to an investor pursuant to NRS 645B.185 must bein

substantially the following form:

(At least 14-point bold type)
MORTGAGE INVESTMENT DISCLOSURE FORM

(At least 10-point type)

IMPORTANT: Pursuant to NRS 645B.185, each investor must sign and date a disclosure form before a mortgage
broker or mortgage agent accepts money for the investment. This form must be executed for each separate loan in
which the investor invests money. A mortgage broker or mortgage agent may not act as the investor’s attorney in
fact or agent in the signing or dating of this form and may not by agreement alter or waive these disclosure
reguirements.

Description of loan:

(At least 14-point bold type)

BEFORE YOU INVEST IN A PROMISSORY NOTE SECURED BY
AN INTEREST IN REAL PROPERTY, YOU SHOULD KNOW ...

The funding of aloan or purchase of a promissory note that is secured by alien on real property

(mortgage loan) is an investment that involves some risk.

(At least 10-point type)

An investment in a promissory note secured by alien on real property, usually through a deed of trust (mortgage
loan or mortgage loan investment), like most investments involves the risk that the investment will not perform as
expected. The mortgage broker with whom you are dealing is not a depository institution, and a deed of trust
investment is not secured by any depository insurance or insured or guaranteed by any agency of the State of
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Nevada or the Federal Government. Nevada law prohibits the mortgage broker with whom you are dealing from
representing or even implying to you that he will ensure or guarantee that the investment will perform as expected.
The borrower on the loan may default in required payments, and you may lose all or part of the principal amount
you invested and/or the interest you expected to earn from the investment.

Some of the most significant factors that affect your risk in a mortgage loan investment include: (1) the knowledge,
experience and integrity of the mortgage broker with whom you are dealing; (2) the market value and equity of the
property that will secure the promissory note; (3) the borrower’ s financial standing and creditworthiness; (4) the
escrow process involving the funding of the loan or purchase of the note; (5) the documents and instruments
describing, evidencing and securing the loan; (6) the provisions regarding the collection and servicing of the loan;
and (7) the provisions for enforcement of the deed of trust.

(At least 14-point bold type)

You are entitled to information about the mortgage broker with whom you
areinvesting.
(At least 10-point bold type)

You are entitled to receive information regarding the mortgage broker with whom you are dealing from the Division
of [Financial-tastitutions;} Mortgage Lending, which may be contacted at either one of the following locations:

Division of fFinancial-tnstitutions} Mortgage Lending  Division of frinancial-trastitutions} Mortgage
Lending

400 W. King Street, Suite 406 3075 E. Flamingo Street, Suite 104A

Carson City, Nevada [89701-4758} 89703 Las Vegas, Nevada [89104
687 486. 89121
775.684.7060 702.486.0780

Y ou have the right to request the mortgage broker with whom you are dealing to authorize the Division of
tnstitutions] Mortgage Lending to release to you the most recent financial statement of the mortgage broker on file
with the Division.

L] YES, | would like to review afinancial statement. [1 NO, | would not like to review afinancial statement.

Disclosures required by subparagraphs (3) and (4) of paragraph (b) of subsection 6 of NRS 645B.185:
Has any disciplinary action been taken by the Commissioner of Mortgage Lending against the mortgage broker or

any genera partner, officer or director of the mortgage broker within the preceding 12 months? L1 YES [1 NO. If
yes, describe below:

Has the mortgage broker or any general partner, officer or director of the mortgage broker been convicted within the
preceding 12 months for violating any law, ordinance or regulation that involves fraud, misrepresentation or a
deceitful, fraudulent or dishonest business practice? [1 YES [1 NO. If yes, describe below:

Y ou also have the right, pursuant to subsection 3 of NRS 645B.090, to ascertain from the Division of [Fiancia
tnstitutions:} Mortgage Lending:

o Whether the Division of [Finaneia-tnstitutions} Mortgage Lending has disciplined the mortgage broker
during the immediately preceding 5 years.

e The findings and results of any investigation against the mortgage broker pursuant to the provisions of
chapter 645B of NRS which was completed during the immediately preceding 5 years and which resulted
in afinding by the Commissioner of Mortgage Lending that the mortgage broker committed a violation of
a provision of fthis—chapter—or} chapter 645B of NRS , chapter 645B of NAC or an order of the
Commissioner.
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(At least 14-point bold type)

You areentitled to have awritten appraisal of the property that isto secure
your deed of trust investment aswell as other information relating to the

property.
(At least 10-point type)

The law requires the mortgage broker with whom you are dealing to obtain and make available for your inspection a
written appraisal of the real property which is to secure the mortgage loan investment unless you specifically waive
in writing your right to have the appraisal performed. An appraiser who is licensed or certified to perform real estate
appraisalsin this State must perform the appraisal if the property islocated in this State. The mortgage broker with
whom you are dealing is prohibited from performing the appraisal or providing any estimate or opinion of the value
of the property that is to secure the mortgage |oan investment, unless the mortgage broker is certified or licensed to
perform the appraisal pursuant to chapter 645C of NRS. Y ou are entitled to a copy of the appraisal upon request.

L1 1 waive my right to an appraisal for thisloan. Investor:
L1 I wish to review an appraisal for this|oan. Date:

In addition to awritten appraisal, you are entitled to know whether the real property that will secure the loan is
encumbered by any other liens and, if so, the priority of each such lien, the amount of debt secured by each such lien
and the current status of that debt, including, without limitation, whether the debt is being paid or isin default.

Therea property that will securethisloan L1 is [ isnot encumbered by any other liens. If other liens exist,
describe, for each lien:

Description:

Amount encumbered:
Priority:

Current status:

(At least 14-point type)

Y ou are entitled to review information relating to the financial standing and
creditworthiness of the borrower and documentation relating to the mortgage loan.
Pursuant to NAC 645B.080, you will be asked to complete aform in which you
acknowledge that you had the opportunity to receive and review that information
and documentation.

Y ou are entitled to review documentation relating to how the mortgage loan is
funded and serviced.

(At least 10-point type)

Nevada law requires the mortgage broker to fund the entire amount of the loan either out of his trust account directly
to the borrower or through a third-party escrow agent. In most cases, the loan will be funded through a third-party
escrow agent. An escrow is opened when money, documents, instruments and written instructions regarding the
transaction (escrow instructions) are conditionally delivered by the principals to athird party (escrow agent). The
escrow instructions set forth the conditions that must be satisfied or waived before the escrow agent may disburse
your money to the borrower or the note holder. Y ou have the right to review the escrow instructions. The escrow
instructions should be consistent with your understanding of the loan transaction and should fidentity} identify a
specific promissory note and deed of trust (or interest therein). Escrow “closes’ when al the conditions of the
escrow instructions have been waived or satisfied, the instruments have been recorded and the money fwas} has
been disbursed. Y ou have theright to review a closing statement relating to the escrow describing to whom and how
the money was disbursed.
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In many cases, including those cases where the investments consist of “fractionalized” interests, i.e., ownership of
less than 100% of the mortgage investment, the loan requires servicing by an authorized agent. Loan servicing
includes collecting payments from borrowers, disbursing payments to investors or note holders, mailing of
appropriate notices, monitoring the status of senior liens and encumbrances, maintaining adequate insurance
coverage and coordinating foreclosure proceedings. The mortgage broker with whom you are dealing is authorized
by Nevada law to act as the servicing agent for the mortgage |oan he originates. It is recommended that all persons
investing in amortgage loan which will be serviced by a servicing agent execute awritten servicing agreement that
clearly specifies the authority granted to the servicing agent. The servicing agreement should address issues such as:
(1) the feesfor servicing and how they are to be paid; (2) the person who has the authority to instruct the trustee
under the deed of trust to commence foreclosure proceedings in the event of a default; (3) how, in the case of a
“fractionalized” note and deed of trust with multiple parties owning beneficial interests, the parties are to determine
and direct the actions to be taken in the event of default or with respect to other matters that involve the enforcement
of terms of the promissory note and/or deed of trust (Nevada law requires that the documentation pertaining to a
note and deed of trust owned initially by more than one natural person include a provision by which record holders
of 51% or a greater specified percentage of the beneficial interests in the mortgage loan may direct certain actions
that require direction or approval of the holders of beneficial interests); (4) the identity of the person responsible for
holding the original promissory note and deed of trust; (5) how the loan servicing agreement may be terminated by
the investors in the mortgage |oan; (6) the right to obtain the names, addresses and phone numbers of other persons
with beneficial interestsin the loan; and (7) the monitoring of any senior liens.

A mortgage broker performing loan servicing has an obligation to account to the borrower and every investor for
money collected and disbursed in the exercise of that function.

(At least 14-point type)

Y ou have the right to know whether the mortgage broker with whom you are
dealing, or any relative of the mortgage broker, is acting in any capacity, or has
any other interest, other than as a mortgage broker.

(At least 10-point type)

Nevada law reguires the mortgage broker with whom you are dealing to disclose to you whether he, or any relative
of his, has any personal interest in the mortgage loan other than as a mortgage broker. For example, if the mortgage
broker owns a 50% interest in the builder applying for a construction loan, the mortgage broker is required to
disclose that interest to you. In addition, if a mortgage broker or arelative of the mortgage broker is licensed as,
conducts business as or holds a controlling interest or position in (1) a construction control company, (2) an escrow
agency, or (3) atitle agent, atitleinsurer or an escrow officer of atitle agent or title insurer, the mortgage broker
must fully disclose that relationship to every investor, and may not require, as a condition to the acquisition or
purchase of an interest in amortgage |oan, that the investor transact business with or use the services of the other
business.

The mortgage broker, or arelative of the mortgage broker, has an interest in thisloan in a capacity other than asa
mortgage broker. [J YES [ NO. If yes, explain below:

(At least 14-point type)

Collection of a promissory note and enforcement of adeed of trust involves some
risk.
(At least 10-point type)

When the borrower on a mortgage loan fails to make required payments, the actions an investor can take, or that a
servicing agent can take on behalf of an investor, are determined by provisions of Nevada law and the documents
and instruments evidencing the mortgage loan. Frequently, the borrower who is delinquent on your loan is also
delinquent on senior liens. Even though your loan may be current, the borrower may fail to maintain the payments
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on senior liens, such as taxes, insurance premiums or deeds of trust. A breach of or default in connection with a
senior lien by the borrower most likely constitutes an event of default under your deed of trust. It is therefore
important that the status of all senior liens be monitored. Before investing in ajunior deed of trust, you should
determine the amount of debt service (payments) required to maintain the senior lien(s). To protect your investment
during any senior lien (loan) foreclosure, it may be necessary for you to maintain the payments (with your own
money) on al senior liens. Y ou may lose your interest in the property securing the loan if a senior lien forecloses on
the property.

There will be other costs associated with enforcing a mortgage loan, such as attorney’ s fees and processing fees, and
there will likely be a delay of some months before the foreclosure process is complete. | ssues such as whether to

commence ajudicial or nonjudicial foreclosure, deficiency judgments, rents and profitsif the property isincome-
producing, and bankruptcy may aso need to be addressed.

(At least 14-point type)

If you have questions.

(At least 10-point type)

If you have any questions regarding any of the issues discussed in this disclosure form, discuss them with your
mortgage broker, lawyer or financial adviser , or atrusted friend or family member. No one can guarantee that a
particular investment will berisk free, but with information about the specific risks involved, you can take steps to
minimize your risk.

Loan:

Investor signature required:

Title (if investor is a corporation, partnership or limited-liability company):

Dated:

Mortgage Broker Signature:

Dated:

5. If theinvestor is a corporation, the disclosure form required pursuant to NRS 645B.185
may be signed by any person authorized to sign the form on behalf of the corporation, except a
mortgage broker or mortgage agent.

Sec. 20. NAC 645B.240 is hereby amended to read as follows:

645B.240 1. A licensed mortgage broker shall not represent an activity which is not
licensed pursuant to chapter 645B of NRS as being licensed pursuant to that chapter.

2. PAn} Except as otherwise provided in subsection 3, an advertisement for an activity
which islicensed pursuant to chapter 645B of NRS must be separate and distinct from an

advertisement for an activity which is not licensed pursuant to that chapter.
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3. A mortgage broker may advertise jointly with a company licensed pursuant to chapter
624 or 645 of NRSif each businessis disclosed separately in the advertisement and each
businessincursa pro rata share of the cost associated with the advertisement.

4. A licensed mortgage broker must include in his advertisements, including any advertising
material available on the Internet:

(8) fHishame} The complete name of the mortgage broker or the complete name under
which the mortgage broker does business.

(b) The address and telephone number f-and
—b}} that the mortgage broker has on file with the Division. Additional telephone or cellular
phone numbers of the mortgage broker may also be included.

(c) A description of any licensed activity mentioned in the advertisement, writtenin
nontechnical terms.

F415. A mortgage broker shall not use advertising material that simulates the appearance of
a check, acommunication from a government entity, or an envelope containing a check or a
communication from a government entity, unless:

(& Thewords“THISISNOT A CHECK,” “NOT NEGOTIABLE” or “THISISNOT A
GOVERNMENT ENTITY,” as appropriate, appear prominently on the envelope and any
material that simulates the appearance of a check or a communication from a government entity;
and

(b) If the material simulates the appearance of a check, the material does not contain an
American Bankers Association number, microencoding or any other marks intended to create the

appearance that the material is a negotiable check.
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51 6. Provided the representation of interest rates in advertisements complies with

Regulation Z,
12 C.F.R. Part 226, and the content will continue to comply with this chapter and chapter
645B of NRS regarding advertising, a mortgage broker may make fehanges+a-thenterestrates
advertised-and-any-other} nonsubstantive changes to his advertisements without additional
approval from the Commissioner. For the purposes of this subsection, “ nonsubstantive
changes’ means:

(a) Interest ratesthat are quoted in the advertisement and any corresponding annual
percentage rates;

(b) Promoting another mortgage agent in the same format of advertisement;

(c) Promoting other branch locationsin the same format of advertisement;

(d) Placing links on websites that direct the user to noncommercial or consumer education
websites,

(e) Telephone or cellular phone numbers other than the phone number that the mortgage
broker hason file with the Division; and

(f) Changesto words used in the advertisement that do not alter the content of the
advertisement.

7. Approvalsfor advertising must be maintained at the location of the mortgage broker
and must be available for inspection for at least 1 year after the last day that the advertisement
is used.

8. For the purposes of NRS 645B.189, disclosuresin advertisements and distributions to

investors must include the following language:
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Prior to investing in aloan, investors must be provided applicable disclosure

documents.

9. Themortgage broker isnot required to obtain approval from the Division for white-
page listings, employment recruiting announcements, office signs, banners, magnetic car
signs, business cards and letterhead which contain only the name, address and telephone
number of the mortgage broker, whether together or separate, and which are used for the
purpose of identification only.

10. AnInternet link on a website of the mortgage broker that links the user to the website
of another commercial enterprise must provide notification to the user that the user isleaving
the website of the mortgage broker.

11. For the purposes of this section, “advertising” includes commercial messages that
promote the availability of mortgage products or investments offered by the mortgage broker.
Commercial messages include, but are not limited to:

(8 Print media;

(b) Salesliterature;

(c) Salesbrochuresor flyers;

(d) Billboards;

(e) Yellow-page listingsif more than alinelisting;

(f) Radio and television advertisements,

(g) Mass mailings distributed by the United States Postal Service or another such delivery
service or by electronic mail;

(h) Telephone or seminar scripts; and
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(i) Websites or other Internet sitesthat promote or accept loan applications.

Sec. 21. NAC 645B.280 is hereby amended to read as follows:

645B.280 1. Before amortgage broker or mortgage agent engagesin any act or
transaction on behalf of an investor pursuant to a power of attorney, the power of attorney must
first be submitted to the Commissioner for approval. The Commissioner will, within (16} 15
business days after receiving arequest for approval of a power of attorney:

(@) Approve the power of attorney;

(b) Approve the power of attorney on the condition that the mortgage broker amend the
power of attorney as directed by the Commissioner; fer}

(c) Reject the power of attorney; or

(d) Provide notice in writing to the person who requested the power of attorney that an

additional period of time, not to exceed 15 business days, is needed by the Commissioner to act

on therequest for approval of the power of attorney.

—34 The mortgage broker shall maintain in hisfile all written communications relating to the
request for approval of the power of attorney.

4} 3.  Any writing executed or issued by a person extending the term of a power of attorney
must be dated, and the mortgage broker shall maintain a copy of the extension in the file of the
mortgage broker.

5} 4. A power of attorney approved by the Commissioner pursuant to this section must

state the date that the Commissioner approved the power of attorney. If the mortgage broker
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materially changes the power of attorney, the mortgage broker must resubmit the power of
attorney to the Commissioner for approval before the mortgage broker uses the power of
attorney.

Sec. 22. NAC 645B.290 is hereby amended to read as follows:

645B.290 The power of attorney required pursuant to NRS 645B.330 must bein

substantially the following form:

Specia Power of Attorney

The undersigned, , does hereby appoint (name of mortgage

broker) my true and lawful attorney, to perform services related to the following loan in which |

own a beneficial interest: . The servicesto be performed are

described below:

(Describe services here)

This power of attorney shall not be effective to authorize any transaction that subordinates the

priority of the recorded deed of trust that secures this loan unless accompanied by awriting

issued by the undersigned that consents to such subordination.

This power of attorney shall not be effective to authorize the use or release of money in which

the undersigned owns a beneficial interest for any purpose except for the provision of the
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services described above relating to the loan described above unless accompanied by written

authorization by the undersigned for the use or release of money for the other purpose.

This power of attorney is effective fferaperiod-ef-netmere than6——menthsafterthe date

extension-during-each-not-mere than-6——menthperied] only for the term of the specific

loan described above unless the mortgage broker obtains written approval from the
undersigned to extend the term of the power of attorney to provide services for not more than
one other loan. The written approval must identify the loan for which the power of attorney

was executed and the loan for which the power of attorney is being given.

| give and grant to my said attorney full power to execute in my name contracts, escrow
instructions, conveyances, mortgages, deeds of trust, and all other documents necessary to carry
out the services described herein as fully to all intents and purposes as the undersigned might or
could do if personally present, hereby ratifying and confirming all that my said attorney shall

lawfully do, or cause to be done, by virtue of these presents.

Witness my hand this day of ,
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State of

County of

Thisinstrument was acknowledged before meon _(date) , by _ (name(s) of person(s)

(Signature of notarial officer)

(Sedl if any)

(Title and rank (optional))

(My commission expires (optional)

Approved by the Commissioner of [Fianeta-tastitutionst Mortgage Lending on

Sec. 23. NAC 645B.300 is hereby amended to read as follows:
645B.300 1. A mortgage broker and any mortgage agent must sign the fregistration-form}

application for licensing required pursuant to NRS [645B-450.} 645B.410.
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2. A mortgage agent may associate with or be employed by a mortgage broker at only one
licensed office location of the mortgage broker and may not associate with or be employed by a
mortgage broker who is exempt from the provisions of chapter 645B of NRS or whose officeis
located outside this State.

3. Upon request of a mortgage broker, the Commissioner may waive the requirement of an
investigation of the credit history, criminal history and background of a mortgage agent if such
an investigation has been conducted within 1 year immediately preceding the date the
Fregistration-form} application is submitted.

4. The fregistration} license of a mortgage agent pursuant to this section is effective upon
the date that the mortgage broker files the form with the Division, but must be invalidated by the
Division if, upon investigation, the Division determines that the mortgage agent does not meet

the requirements of 1 NRS 645B.410.

The Division fshat will notify the mortgage broker and the mortgage agent in writing if a
fregistration} license isinvalidated pursuant to this subsection.

5. Thereport of an investigation of the credit history, criminal history and background of a
mortgage agent is confidential, and the Commissioner will release the report only pursuant to a
valid subpoena or court order.

6. Thewritten statement of the circumstances surrounding the termination of a mortgage
agent required by subparagraph {1} (2) of paragraph (b) of subsection {5} 3 of NRS 645B.450
will be considered a public record.

Sec. 24. NAC 645B.330 is hereby amended to read as follows:

645B.330 1. The Commissioner fwit} may refer to the appropriate federal or state agency

for investigation and appropriate action each suspected violation of:
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(@) TheTruthinLending Act, 15 U.S.C. 88 1601 to 1667f, inclusive, including, without
limitation, the Home Ownership and Equity Protection Act of 1994, 15 U.S.C. 8§ 1639, or
Regulation Z, 12 C.F.R. Part 226.

(b) The Equal Credit Opportunity Act, 15 U.S.C. 88 1691 to 1691f, inclusive, or Regulation
B, 12 C.F.R. Part 202.

(c) The Real Estate Settlement Procedures Act, 12 U.S.C. 88 2601 to 2617, inclusive, or
Regulation X, 24 C.F.R. Part 3500.

2. For the purposes of NRS 645B.670, a mortgage broker commits aviolation if the
mortgage broker or a mortgage agent associated with the mortgage broker:

(a8) Engagesin adeceptive trade practice as defined in chapter 598 of NRS; fer}

(b) Failsto refund any fees collected in excess of the actual cost the mortgage broker incurs
or pays for any appraisal, credit report or any other product or service provided by athird party
in connection with the making of aloan {} ; or

(c) Violatesa provision of:

(1) TheTruthin Lending Act, 15 U.S.C. 88 1601 to 1667f, inclusive, including, without
l[imitation, the Home Ownership and Equity Protection Act of 1994, 15 U.S.C. § 1639, or
Regulation Z, 12 C.F.R. Part 226.

(2) TheEqual Credit Opportunity Act, 15 U.S.C. 88 1691 to 1691f, inclusive, or
Regulation B, 12 C.F.R. Part 202.

(3) The Real Estate Settlement Procedures Act, 12 U.S.C. 88 2601 to 2617, inclusive, or
Regulation X, 24 C.F.R. Part 3500.

(4) Any other applicable federal or state law or regulation related to mortgage

transactions.

--34--
Adopted Regulation R087-04



NOTICE OF ADOPTION OF REGULATION

The Department of Business and Industry Mortgage Lending Division adopted regulations
assigned LCB File No. R087-04 that pertain to chapter 645B of the Nevada Administrative Code
on July 30, 2004.

Notice date: 4/28/2004 Date of adoption by agency: 7/30/2004
Hearing date: 5/28/2004, 6/11/2004, 6/16/2004 Filing date: 8/31/2004

INFORMATIONAL STATEMENT

A description of how public comment was solicited, a summary of public response,
and an explanation how other interested per sons may obtain a copy of the
summary:

Public comment was solicited by sending notices of the workshop and hearings to all
licensees and all interested parties on the Division’smailing list. Public comment was
also solicited by posting notices of the workshop and hearings at public libraries
throughout the state, the Division’s offices, the Division’s website at www.mld.nv.gov,
the Attorney General’ s Office in Carson City, and the Manufactured Housing Division in
LasVegas. A summary of the public responseisoutlined in section 3 below. Interested
persons may obtain a copy of the minutes and written comments from the Division of
Mortgage Lending at 3075 East Flamingo, Ste. 104A, Las Vegas, Nevada 89121 or 400
W. King St., Ste. 406, Carson City, Nevada 89703 or by calling (702) 486-0782. The
minutes may also be found on the Division’s website.

A statement indicating the number of personswho attended each meeting or
wor kshop, testified at each hearing, and submitted written statements regarding the
proposed regulation:

A. Thenumber of personswho:

(@) Attended each workshop: April 26, 2004 31
(b) Attended each hearing: May 28, 2004 157
June 11, 2004 158
June 16, 2004 32
(c) Tedified at each workshop: April 26, 2004 14
(d) Testified at each hearing: May 28, 2004 25
June 11, 2004 41
June 16, 2004 21

(e)  Submitted written comments
to the agency: 31

The workshop and hearings to solicit comments for NAC 645B were held concurrent
with proposalsto NAC 645A and NAC 645E. The numbers shown above represent
testimony regarding proposals to all three regulations.
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A description of how comment was solicited from affected businesses, a summary of
their response, and an explanation how other inter ested per sons may obtain a copy
of the summary:

Public comment was solicited by sending noticesto all licensed mortgage brokers,
bankers and escrow companiesin the state of Nevada, by posting the proposed
regulations at public libraries throughout the state of Nevada and posting on the
Divison’swebsite. Comments from affected businesses were primarily given by ora
comment at the workshop and hearings. A limited number of written comments were
received.

A large percentage of comments concerned the proposal to disallow mortgage
brokers/agents/qualified employees to simultaneously hold areal estate broker/salesman
license. In response to industry input, this proposed regulation was revised twice. The
first revision would allow mortgage brokers or mortgage agents to hold areal estate
salesmen or broker license, but not be compensated on both sides of a single transaction.
Following additional industry comment the proposed regulation was revised to permit
dual licensing and compensation in a single transaction, but require disclosure to the
consumer regarding the dual capacity relationship. Although there was some support to
disallow dual licensing and compensation, the professional associations for both
mortgage brokers and real estate agents/brokers supported the disclosure requirement.

Other comments pertained to:

Signage requirements.

The requirement to operate from an office that was separate and distinctly identified.

The proposal to require mortgage lending businesses to operate from a non-residential
location.

Regulations pertaining to continuing education classes regarding who could approve
classes.

The Division’s authority to examine affiliated businesses that directly related to the
business off the mortgage broker.

File retention requirements.

The timeframe for licensees to submit written comments or objections to an examination
report.

The licensee' s ability to receive an accounting of examination hours.

The ability of aprivate investor to waive the information requirements provided by the
mortgage broker.

Advertising requirements when advertising jointly with a builder.

Interested persons may obtain this information statement from the Division of Mortgage
Lending at 3075 East Flamingo, Ste. 104A, Las Vegas, Nevada 89121 or 400 W. King
St., Ste. 406, Carson City, Nevada 89703, obtaining this information on the Division’s
website, or by calling (702) 486-0782.
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If the regulation was adopted without changing any part of the proposed regulation,
asummary of the reasonsfor adopting the regulation without change. The
statement should also explain thereasonsfor making any changesto theregulation
proposed.

Several changes were made to the regulations as originally proposed based upon public
comments at the workshop and hearings, written comments and comments from Division
staff. Changesinclude:

The regulation permits dual representation by real estate brokers/agents and mortgage
lenders with a disclosure to the consumer. A disclosure form was added as a new
regulation.

The regulations were revised to require signage similar to that currently required by the
Real Estate Division.

The regulations were revised to allow a mortgage broker to share office space with any
other businessif each business has a designated space within the office space and
each businessis separately identifiable by a sign or other method of identification
within the office space.

The proposed regul ation requiring operation from a non-residential location was
withdrawn.

Organizations permitted to approve education classes were expanded.

During public hearings, the Division clarified the authority to examine affiliated
businesses extends only to activities which are directly related to the business of the
licensee. A definition of affiliated business was included in the regulation.

The timeframe for licensees to submit written comments or objections to an examination
report was expanded from 15 to 30 days.

A regulation was added requiring the Division to provide an accounting of the
examination hours upon request.

A disclosure form to be signed by private investors was incorporated into the regulations
giving investors the right to waive certain information to the extent allowed by law.

The regulation permits a mortgage broker to advertise jointly with a company licensed
pursuant to chapter 624 or 645 of NRS if each businessis disclosed separately in the
advertisement and each business incurs a pro rata share of the cost associated with the
advertisement.

The estimated economic effect of the adopted regulation on the businessthat it isto
regulate and on the public. These must be stated separ ately, and each case must
include: (a) both adverse and beneficial effectsand (b) both immediate and long-
term effects:

Estimated economic effect on the business:
Mortgage brokers may have an increased cost in signage, having separate and distinct

office space and sufficient file storage. The Division does not anticipate that this will
have a negative economic effect to the majority of licensees. There are approximately
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fifteen licensees currently operating from a residence that may not be able to meet the
signage requirements. Those licensees may have to obtain office space allowing signage.

(&) Adverseand beneficial effects:

There are no apparent beneficial economic effects from these regulations to the industry
asawhole.

(b) Immediate and long-term effects:

The immediate effects and the long-term effects of this regulation are highly negligible
and difficult to calculate in either case.

Estimated economic effect on the public:

It isestimated that the proposed regulation to be adopted and amended will not
have any significant negative or positive economic effect on the public.

(a) Adverseand beneficial effects:

The adverse effect of adual relationship is the potential risk of fraud and possible
increased costs to the consumer. Thisrisk is mitigated by the dual relationship disclosure.
The public may benefit from receiving this disclosure by encouraging individuals to
make a comparative analysis of provider’s services and fees.

(b) I'mmediate and long-term effects:
None.
The estimated cost to the agency for enforcement of the proposed regulation:

No additional cost to the Division of Mortgage Lending for enforcement of the proposed
regulations is anticipated.

A description of any regulations of the state or gover nment agencies which the
proposed regulation overlaps or duplicates and a statement explaining why the
duplication or overlapping isnecessary. If theregulation overlapsor duplicatesa
federal regulation, the name of theregulating federal agency.

The regulations overlap with federal regulations in that 645B.330(c) states violations of
the Truth in Lending Act, the Equal Credit Opportunity Act, The Real Estate Settlement
Procedures Act and other applicable federal laws and state laws related to mortgage
transactions are violations of NAC 645.330.
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If the regulation includes provisions that are more stringent than a federal
regulation that regulatesthe same activity, a summary of those provisions.

No.

If the regulation establishes a new fee or increases an existing fee, a statement
indicating the total annual amount the agency expectsto collect and the manner in
which the money will be used.

The fees for examinations increased from $40.00 to $60.00 for brokers and bankers. Itis
anticipated this fee will increase revenue by approximately $10,950 per year. These
funds will be used to offset the Division's costs of examinations.
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