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REQUIRES TWO-THIRDS MAJORITY VOTE (88 15, 21, 72, 74)

A.B.676

ASSEMBLY BILL NO. 676—~COMMITTEE ON COMMERCE AND LABOR
(ON BEHALF OF BUDGET DIVISION)

MARCH 22, 1999

Referred to Committee on Commerce and Labor

SUMMARY —Revises provisions relating to mortgage companies and loans secured by liens on
real property. (BDR 54-1610)

FISCAL NOTE: Effect on Loca Government: Yes.
Effect on the State or on Industrial Insurance: Y es.

EXPLANATION — Matter in bolded italics is new; matter between brackets femitted-material} is material to be omitted.

AN ACT relating to real property; revising the provisions relating to certain loans secured by liens
on real property; revising the provisions relating to the licensing and the operation of
certain mortgage companies and mortgage brokers; establishing licensing requirements for
certain mortgage agents and requiring such agents to pay certain fees; prohibiting various
acts by mortgage companies, mortgage brokers and mortgage agents; providing for
administrative sanctions and criminal penalties; and providing other matters properly
relating thereto.

THE PEOPLE OF THE STATE OF NEVADA, REPRESENTED IN SENATE
AND ASSEMBLY, DO ENACT ASFOLLOWS:

Section 1. Title 54 of NRSis hereby amended by adding thereto a
new chapter to consist of the provisions set forth as sections 2 to 36,
inclusive, of this act.

Sec. 2. Asusedin thischapter, unlessthe context otherwise requires,
the words and terms defined in sections 3 to 8, inclusive, of this act have
the meanings ascribed to them in those sections.

Sec. 3. “Applicant” means a person who appliesfor licensureasa
mortgage company pursuant to this chapter.

Sec. 4. “Commissioner” meansthe commissioner of financial
institutions.

Sec. 5. “Depository financial institution” means a bank, savings and
loan association, thrift company or credit union.
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Sec. 6. “Divison” meansthedivison of financial institutions of the
department of business and industry.

Sec. 7. “Licensee” meansa person who islicensed as a mortgage
company pursuant to this chapter.

Sec. 8. 1. “Mortgage company’ means any person who, directly or
indirectly:

(&) Holds himself out as being able to:

(1) Buy or sell notes secured by liens on real property; or
(2) Makeloans secured by lienson real property using his own
money; and

(b) Doesnot engagein any other act or transaction described in the
definition of “ mortgage broker,” as set forth in section 50 of this act,
unless heisalso licensed as a mortgage broker pursuant to chapter 645B
of NRS.

2. For the purposes of this section, a person does not make a loan
secured by alien on real property using his own money if any portion of
the money that is used to make the loan is provided by another person
who acquires ownership of or a beneficial interest in the loan.

Sec. 9. Theprovisions of this chapter do not:

1. Limit any statutory or common law right of a person to bring a
civil action against a mortgage company for any act or omission involved
in the transaction of business by or on behalf of the mortgage company;

2. Limit theright of the state to punish a person for the violation of
any law, ordinance or regulation; or

3. Establish a basisfor a person to bring a civil action against the
state or its officers or employeesfor any act or omission in carrying out
the provisions of this chapter, including, without limitation, any act or
omission relating to the disclosure of information or the failure to
disclose information pursuant to the provisions of this chapter.

Sec. 10. Except asotherwise provided in section 11 of this act, the
provisions of this chapter do not apply to:

1. Any person doing business under the laws of this state, any other
state or the United States relating to banks, savings banks, trust
companies, savings and loan associations, consumer finance companies,
industrial loan companies, credit unions, thrift companies, independent
mortgage agencies or insurance companies, unless the business
conducted in this state is not subject to supervision by the regulatory
authority of the other jurisdiction, in which case licensing pursuant to
this chapter isrequired.

2. Areal estate investment trust, as defined in 26 U.S.C. § 856,
unless the business conducted in this state is not subject to supervision by
the regulatory authority of the other jurisdiction, in which case licensing
pursuant to this chapter IS
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3. An employee benefit plan, asdefined in 29 U.S.C. § 1002(3), if the
loan is made directly from money in the plan by the plan’s trustee.

4. An attorney at law rendering servicesin the performance of his
duties as an attorney at law.

5. Areal estate broker rendering servicesin the performance of his
dutiesas a real estate broker.

6. Any person doing any act under an order of any court.

7. Anyone natural person, or husband and wife, who provides
money for investment in loans secured by a lien on real property, on his
own account.

8. Agenciesof the United States and of this state and its political
subdivisions, including the public employees' retirement system.

9. A sdler of real property who offers credit secured by a mortgage
of the property sold.

Sec. 11. 1. A person who claimsan exemption from the provisions
of this chapter pursuant to subsection 1 of section 10 of this act must:

(&) Fileawritten application for a certificate of exemption with the
office of the commissioner;

(b) Pay the fee required pursuant to section 15 of thisact; and

(c) Include with the written application satisfactory proof that the
person meets the requirements of subsection 1 of section 10 of this act.

2. The commissioner may require a person who claims an exemption
from the provisions of this chapter pursuant to subsections2to 9,
inclusive, of section 10 of this act to:

(&) Fileawritten application for a certificate of exemption with the
office of the commissioner;

(b) Pay the fee required pursuant to section 15 of thisact; and

(c) Include with the written application satisfactory proof that the
person meets the requirements of at least one of those exemptions.

3. A certificate of exemption expires automatically if, at any time, the
person who claims the exemption no longer meets the requirements of at
least one exemption set forth in the provisions of section 10 of this act.

4. |If a certificate of exemption expires automatically pursuant to this
section, the person shall not provide any of the services of a mortgage
company or otherwise engagein, carry on or hold himself out as
engaging in or carrying on the business of a mortgage company, unless
the person appliesfor and isissued:

(8) A license asa mortgage company pursuant to this chapter; or

(b) Another certificate of exemption.

5. The commissioner may impose upon a person who isrequired to
apply for a certificate of exemption or who holds a certificate of
exemption an administrative fine of not more than $5,000 for each
violation that he commits, if the person:



(&) Hasknowingly made or caused to be made to the commissioner
any false representation of material fact;

(b) Hassuppressed or withheld from the commissioner any
information which the person possesses and which, if submitted by him,
would have rendered the person ineligible to hold a certificate of
exemption; or

(c) Hasviolated any provision of this chapter, a regulation adopted
pursuant to this chapter or an order of the commissioner that appliesto a
person who isrequired to apply for a certificate of exemption or who
holds a certificate of exemption.

Sec. 12. 1. A person may apply to the commissioner for an
exemption from the provisions of this chapter governing the making of a
loan or a particular class of loans of money.

2. The commissioner may grant the exemption if he findsthat:

(&) Themaking of theloan or the particular class of loans would not
be detrimental to the financial condition of the lenders or debtors who
would be involved in the loan or the particular class of loans,

(b) Such lenders or debtors have established a record of sound
performance, efficient management, financial responsibility and
integrity;

(c) The making of theloan or the particular class of loansislikely to
increase the availability of capital for a sector of the state economy; and

(d) The making of theloan or the particular class of loansis not
detrimental to the public interest.

3. Thecommissioner:

(&) May revoke an exemption unless a loan for which an exemption
was granted has been made; and

(b) Shall issue a written statement setting forth the reasons for his
decision to grant, deny or revoke an exemption.

Sec. 13. 1. A person who wishesto be licensed as a mortgage
company must file a written application for a license with the office of
the commissioner and pay the fee required pursuant to section 15 of this
act. An application for a license as a mortgage company must:

(a) Beverified.

(b) State the name, residence address and business address of the
applicant.

(c) Statethelocation of each principal office and branch office at
which the mortgage company will conduct business within this state. I
the mortgage company will not maintain any offices within this state, the
applicant must include the name and address of the person within this
state who will serve asthe resident agent for the mortgage company
pursuant to section 14 of this

act.
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(d) State the name under which the applicant will conduct business as
a mortgage company.

(e) If theapplicant isnot a natural person, list the name, residence
address and business address of each person who will have an interest in
the mortgage company as a principal, partner, officer, director, manager
or trustee, specifying the capacity and title of each such person.

(f) Indicate the general plan and character of the business.

(g) Statethelength of time the applicant has been engaged in the
mortgage company business.

(h) Include afinancial statement of the applicant.

(i) Include any other information required pursuant to the regulations
adopted by the commissioner or an order of the commissioner.

2. If amortgage company will conduct business at one or more
branch offices within this state, the mortgage company must apply for a
license for each such branch office.

3. Except as otherwise provided in this chapter, the commissioner
shall issue a license to an applicant as a mortgage company if:

(&) The application complieswith the requirements of this chapter;
and

(b) The commissioner finds, after investigation, that the applicant and
each general partner, officer or director of the applicant, if the applicant
isa partnership, corporation or unincorporated association:

(1) Hasa good reputation for honesty, trustworthiness and integrity
and displays competence to transact the business of a mortgage company
in a manner which safeguardsthe interests of the general public. The
applicant must submit satisfactory proof of these qualificationsto the
commissioner.

(2) Hasnot been convicted of, or entered a plea of nolo contendere
to, afelony or any crime involving fraud, misrepresentation or moral
turpitude.

(3) Hasnot made a false statement of material fact on his
application.

(4) Hasnot had a license that was issued pursuant to the provisions
of this chapter or chapter 645B of NRS suspended or revoked within the
10 yearsimmediately preceding the date of his application.

(5) Hasnot had a license that wasissued in any other state, district
or territory of the United States or any foreign country suspended or
revoked within the 10 years immediately preceding the date of his
application.

(6) Hasnot violated any provision of this chapter or chapter 645B
of NRS, a regulation adopted pursuant thereto or an order of the
commissioner.
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4. The commissioner shall not conduct an investigation of an
applicant pursuant to paragraph (b) of subsection 3 if the applicant is:

(&) Approved by the Federal National Mortgage Association asa
seller and servicer; and

(b) Approved by the Department of Housing and Urban Devel opment
and the Department of Veterans Affairs.

5. If an applicant is a partnership, corporation or unincor porated
association, the commissioner may refuse to issue a license to the
applicant if any member of the partnership or any officer or director of
the corporation or unincorporated association has committed any act or
omission that would be cause for refusing to issue a license to a natural
person.

Sec. 14. 1. Thecommissioner shall not issue a license pursuant to
this chapter to an applicant who does not maintain an officein this state,
unless the applicant has executed a written statement that appoints a
person in this state as his resident agent for the service of processfor any
action or proceeding filed against him in this state.

2. The statement of appointment must include a provision which
provides:

(&) That any processwhich is served on the resident agent shall be
deemed to have the same legal validity asif it had been served on the
applicant;

(b) That the appointment of the resident agent as his agent for the
service of process continues aslong as any liability remains outstanding
against him in this state; and

(c) For venuein any judicial or administrative district in this state
without regard to the residence or principal place of business of the
applicant.

3. The statement of appointment must be signed by the applicant and
notarized. The applicant shall file a copy of the statement of appointment
with the commissioner. A copy of such a statement that is certified by the
commissioner shall be deemed sufficient evidence of the appointment.

4. |If any processis served upon the resident agent pursuant to this
section, the resident agent shall mail the process by certified mail to the
last known address of the person holding the license. Service of process
shall be deemed complete upon service upon the resident agent. The
manner of the service of process described in this subsection does not
affect the validity of any other service of process authorized by law.

Sec. 15. 1. Alicenseissued to a mortgage company pursuant to
this chapter expires each year on December 31, unlessit isrenewed. To
renew a license, the licensee must submit to the commissioner on or
before December 31 of each

year:



(&) An application for renewal that complies with the requirements of
this chapter; and

(b) Thefeerequired to renew the license pursuant to this section.

2. If thelicensee failsto submit any item required pursuant to
subsection 1 to the commissioner on or before December 31 of any year,
thelicenseis canceled. The commissioner may reinstate a canceled
license if the licensee submits to the commissioner:

(&) An application for renewal that complies with the requirements of
this chapter;

(b) Thefeerequired to renew the license pursuant to this section; and

(c) A reinstatement fee of $200.

3. Except as otherwise provided in section 11 of this act, a certificate
of exemption issued pursuant to this chapter expires each year on
December 31, unlessit isrenewed. To renew a certificate of exemption, a
person must submit to the commissioner on or before December 31 of
each year:

(&) An application for renewal that complies with the requirements of
this chapter; and

(b) Thefeerequired to renew the certificate of exemption.

4. |If the person failsto submit any item required pursuant to
subsection 3 to the commissioner on or before December 31 of any year,
the certificate of exemption is canceled. Except as otherwise provided in
section 11 of thisact, the commissioner may reinstate a canceled
certificate of exemption if the person submitsto the commissioner:

(&) An application for renewal that complies with the requirements of
this chapter;

(b) Thefeerequired to renew the certificate of exemption; and

(c) A reingtatement fee of $100.

5. A person must pay the following feesto apply for, to be issued or
to renew a license as a mortgage company pursuant to this chapter:

(@) Tofilean original application for a license, $1,500 for the
principal office and $40 for each branch office. The person must also
pay such additional expensesincurred in the process of investigation as
the commissioner deems necessary. All money received by the
commissioner pursuant to this paragraph must be placed in the
investigative account created by NRS 232.545.

(b) Tobeissued a license, $1,000 for the principal office and $60 for
each branch office.

(c) Torenew alicense, $500 for the principal office and $100 for each
branch office.

6. A person must pay the following feesto apply for or to renew a
certificate of exemption pursuant to this chapter:

(@ To file an application for a certificate of exemption,

$200.
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(b) Torenew a certificate of exemption, $100.

7. Tobeissued a duplicate copy of any license or certificate of
exemption, a person must make a satisfactory showing of itsloss and pay
a fee of $10.

8. [Except as otherwise provided in this chapter, all feesreceived
pursuant to this chapter must be deposited in the state treasury for credit
to the state general fund.

Sec. 16. 1. Inaddition to the requirements set forth in sections 13
and 15 of thisact, a natural person who applies for the issuance or
renewal of a license as a mortgage company shall submit to the
commissioner:

(&) In any application for issuance of a license, the social security
number of the applicant and the statement prescribed by the welfare
division of the department of human resources pursuant to NRS 425.520.
The statement must be completed and signed by the applicant.

(b) In any application for renewal of alicense, the statement
prescribed by the welfare division of the department of human resources
pursuant to NRS 425.520. The statement must be completed and signed
by the applicant.

2. The commissioner shall include the statement required pursuant
to subsection 1in:

(&) Theapplication or any other forms that must be submitted for the
issuance or renewal of the license; or

(b) A separate form prescribed by the commissioner.

3. Thecommissioner shall not issue or renew a license as a mortgage
company if the applicant is a natural person who:

(a) Failsto submit the statement required pursuant to subsection 1; or

(b) Indicates on the statement submitted pursuant to subsection 1 that
heis subject to a court order for the support of a child and isnot in
compliance with the order or a plan approved by the district attorney or
other public agency enforcing the order for the repayment of the amount
owed pursuant to the order.

4. If an applicant indicates on the statement submitted pursuant to
subsection 1 that he is subject to a court order for the support of a child
and isnot in compliance with the order or a plan approved by the district
attorney or other public agency enforcing the order for the repayment of
the amount owed pursuant to the order, the commissioner shall advise
the applicant to contact the district attorney or other public agency
enforcing the order to determine the actions that the applicant may take
to satisfy the arrearage.

Sec. 17. 1. Alicenseentitlesalicenseeto engage only in the
activities authorized by this chapter.

2. Theprovisions of this chapter do not prohibit a licensee from:
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(&) Holding a license as a mortgage broker pursuant to chapter 645B
of NRS; or

(b) Conducting the business of a mortgage company and the business
of a mortgage broker in the same office.

Sec. 18. A mortgage company may not transfer or assign a license to
another person, unless the commissioner gives hiswritten approval.

Sec. 19. 1. Thecommissioner must be notified of a transfer of 5
percent or more of the outstanding voting stock of a mortgage company
and must approve a transfer of voting stock of a mortgage company
which constitutes a change of control.

2. The person who acquires stock resulting in a change of control of
the mortgage company shall apply to the commissioner for approval of
the transfer. The application must contain information which shows that
the requirements of this chapter for obtaining a license will be satisfied
after the change of control. Except as otherwise provided in subsection 3,
the commissioner shall conduct an investigation to determine whether
those requirements will be satisfied. If, after the investigation, the
commissioner deniesthe application, he may forbid the applicant from
participating in the business of the mortgage company.

3. A mortgage company may submit a written request to the
commissioner to waive an investigation pursuant to subsection 2. The
commissioner may grant a waiver if the applicant:

(&) Hasundergone a similar investigation by a state or federal agency
in connection with the licensing of or his employment with a financial
institution; or

(b) Satisfiesthe requirements of subsection 4 of section 13 of this act.

4. Asused in thissection, “ change of control” means:

(a) A transfer of voting stock which resultsin giving a person, directly
or indirectly, the power to direct the management and policy of a
mortgage company; or

(b) Atransfer of at least 25 percent of the outstanding voting stock of
a mortgage company.

Sec. 20. 1. Subject to the administrative control of the director of
the department of business and industry, the commissioner shall exercise
general supervision and control over mortgage companies doing business
in this state.

2. Inaddition to the other dutiesimposed upon him by law, the
commissioner shall:

(a) Adopt any regulationsthat are necessary to carry out the
provisions of this chapter, except asto loan fees.

(b) Conduct such investigations as may be necessary to determine
whether any person has violated any provison of this chapter,
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regulation adopted pursuant to this chapter or an order of the
commissioner.

(c) Conduct an annual examination of each mortgage company doing
businessin this state unless, before the annual examination is conducted,
the mortgage company submits to the commissioner an audited financial
statement that has been prepared by a certified public accountant who is
authorized to perform public accounting in this state.

(d) Conduct such other examinations, periodic or special audits,
investigations and hearings as may be necessary and proper for the
efficient administration of the laws of this state regarding mortgage
companies.

(e) Classify asconfidential certain records and information obtained
by the division when those matters are obtained from a governmental
agency upon the express condition that they remain confidential. This
paragraph does not limit examination by the legislative auditor.

(f) Conduct such examinations and investigations as are necessary to
ensure that mortgage companies meet the requirements of this chapter
for obtaining a license, both at the time of the application for a license
and thereafter on a continuing basis.

3. For each special audit, investigation or examination, a mortgage
company shall pay a fee based on the rate established pursuant to NRS
658.101.

Sec. 21. Each mortgage company shall pay the assessment levied
pursuant to NRS 658.055 and cooperate fully with the audits and
examinations performed pursuant thereto.

Sec. 22. 1. Intheconduct of any examination, periodic or special
audit, investigation or hearing, the commissioner may:

(&) Compel the attendance of any person by subpoena.

(b) Administer oaths.

(c) Examine any person under oath concerning the business and
conduct of affairs of any person subject to the provisions of this chapter
and in connection therewith require the production of any books, records
or papersrelevant to theinquiry.

2. Every person subpoenaed under the provisions of this section who
willfully refuses or willfully neglectsto appear at the time and place
named in the subpoena or to produce books, records or papers required
by the commissioner, or who refuses to be sworn or answer as a witness,
isguilty of a misdemeanor.

3. Thecommissioner may assess against and collect from a person
all costs, including, without limitation, reasonable attorney’ s fees, that
are attributable to any examination, periodic or special audit,
investigation or hearing that is conducted to examine or investigate the

conduct, activities or business of the person pursuant to this chapter.
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Sec. 23. 1. Each mortgage company shall keep and maintain at all
times at each location where the mortgage company conducts businessin
this state complete and suitable records of all mortgage transactions
made by the mortgage company at that location. Each mortgage
company shall also keep and maintain at all times at each such location
all original books, papers and data, or copies thereof, clearly reflecting
the financial condition of the business of the mortgage company.

2. Each mortgage company shall submit to the commissioner each
month a report of the mortgage company’s activity for the previous
month. The report must:

(a) Specify the volume of loans arranged by the mortgage company
for the month or state that no loans were arranged in that month;

(b) Include any information required pursuant to the regulations
adopted by the commissioner; and

(c) Besubmitted to the commissioner by the 15th day of the month
following the month for which the report is made.

3. Thecommissioner may adopt regulations prescribing accounting
procedures for mortgage companies handling trust accounts and the
requirements for keeping records relating thereto.

Sec. 24. 1. Except asotherwise provided in this section, not later
than 60 days after the last day of each fiscal year for a mortgage
company, the mortgage company shall submit to the commissioner a
financial statement that:

() Isdated not earlier than the last day of the fiscal year; and

(b) Has been prepared from the books and records of the mortgage
company by an independent public accountant who holds a permit to
engage in the practice of public accounting in this state that has not been
revoked or suspended.

2. Thecommissioner may grant a reasonable extension for the
submission of a financial statement pursuant to this section if a mortgage
company requests such an extension before the date on which the
financial statement is due.

3. If amortgage company maintains any accounts described in
section 27 of thisact, the financial statement submitted pursuant to this
section must be audited. The public accountant who prepares the report
of an audit shall submit a copy of the report to the commissioner at the
same time that he submits the report to the mortgage company.

4. Thecommissioner shall adopt regulations prescribing the scope of
an audit conducted pursuant to subsection 3.

Sec. 25. 1. Except asotherwise provided in this section or by
specific statute, all papers, documents, reports and other written
instruments filed with the commissioner pursuant to this chapter are
open to public Inspection.
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2. The commissioner may withhold from public inspection or refuse
to discloseto a person, for such time as the commissioner considers
necessary, any information that, in his judgment, would:

(&) Impede or otherwise interfere with an investigation that is
currently pending against a mortgage company; or

(b) Have an undesirable effect on the welfare of the public or the
welfare of any mortgage company.

Sec. 26. 1. Except asotherwise provided in subsection 3, the
amount of any advance fee, salary, deposit or money paid to any
mortgage company or other person to obtain a loan secured by a lien on
real property must be placed in escrow pending completion of the loan or
a commitment for the loan.

2. Theamount held in escrow pursuant to subsection 1 must be
released:

(&) Upon completion of the loan or commitment for the loan, to the
mortgage company or other person to whom the advance fee, salary,
deposit or money was paid.

(b) If theloan or commitment for the loan fails, to the person who
made the payment.

3. Advance paymentsto cover reasonably estimated costs paid to
third persons are excluded from the provisions of subsections 1 and 2 if
the person making them first signs a written agreement which specifies
the estimated costs by item and the estimated aggregate cost, and which
recites that money advanced for costs will not be refunded. If an itemized
serviceis not performed and the estimated cost thereof is not refunded,
the recipient of the advance payment is subject to the penalties provided
in section 36 of thisact.

Sec. 27. 1. All money paid to the mortgage company for payment
of taxes or insurance premiums on real property which secures any loan
made by the mortgage company must be deposited in an insured
depository financial institution and kept separate, distinct and apart from
money belonging to the mortgage company. Such money, when
deposited, isto be designated as an “ impound trust account” or under
some other appropriate name indicating that the accounts are not the
money of the mortgage company.

2. The mortgage company has a fiduciary duty to its debtors with
respect to the money in an impound trust account.

3. Themortgage company shall, upon reasonable notice, account to
any debtor whose real property secures a loan made by the mortgage
company for any money which that person has paid to the mortgage
company for the payment of taxes or insurance premiumson thereal

property.
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4. The mortgage company shall, upon reasonable notice, account to
the commissioner for all money in an impound trust account.

5. Except as otherwise provided in this section, a mortgage company
shall maintain an impound trust account in the same manner that an
escrow account must be maintained pursuant to section 10 of the Real
Estate Settlement Procedures Act of 1974, 12 U.S.C. § 2609, as amended,
and the regulations adopted pursuant thereto.

6. A mortgage company shall not make payments from an impound
trust account in a manner that causes a policy of insurance to be
canceled or causes property taxesor similar payments to become
delinquent.

Sec. 28. 1. Moneyin an impound trust account is not subject to
execution or attachment on any claim against the mortgage company.

2. ltisunlawful for a mortgage company knowingly to keep or cause
to be kept any money in a depository financial institution under the
heading of “impound trust account” or any other name designating such
money as belonging to the debtors of the mortgage company, unless the
money has been paid to the mortgage company by a debtor pursuant to
section 27 of thisact and is being held in trust by the mortgage company
pursuant to the provisions of that section.

Sec. 29. 1. Whether or not a complaint has been filed, the
commissioner may investigate a mortgage company or other person if,
for any reason, it appears that:

(&) The mortgage company is conducting businessin an unsafe and
injurious manner or in violation of any provision of this chapter, a
regulation adopted pursuant to this chapter or an order of the
commissioner;

(b) The person isoffering or providing any of the services of a
mortgage company or otherwise engaging in, carrying on or holding
himself out asengaging in or carrying on the business of a mortgage
company without being licensed or exempt from licensing pursuant to the
provisions of this chapter; or

(c) Theperson isviolating any other provision of this chapter, a
regulation adopted pursuant to this chapter or an order of the
commissioner.

2. If, upon investigation, the commissioner has reasonable cause to
believe that the mortgage company or other person has engaged in any
conduct or committed any violation described in subsection 1, the
commissioner may:

(&) Advisethedistrict attorney of the county in which the conduct or
violation occurred, and the district attorney shall cause the appropriate

legal action to be taken against the mortgage company or other person to
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enjoin the conduct or the operation of the business or prosecute the
violation; and

(b) Bringa civil action to:

(1) Enjoin the mortgage company or other person from engaging in
the conduct, operating the business or committing the violation; and

(2) Enjoin any other person who has encouraged, facilitated, aided
or participated in the conduct, the operation of the business or the
commission of the violation, or who islikely to engage in such acts, from
engaging in or continuing to engage in such acts.

3. If the commissioner bringsa civil action pursuant to subsection 2,
the district court of any county of this state is hereby vested with the
jurisdiction in equity to enjoin the conduct, the operation of the business
or the commission of the violation and may grant any injunctions that
are necessary to prevent and restrain the conduct, the operation of the
business or the commission of the violation. During the pendency of the
proceedings before the district court:

(&) Thecourt may issue any temporary restraining orders as may
appear to be just and proper;

(b) Thefindings of the commissioner shall be deemed to be prima
facie evidence and sufficient grounds, in the discretion of the court, for
the ex parte issuance of a temporary restraining order; and

(c) Thecommissioner may apply for and on due showing is entitled to
have issued the court’ s subpoena requiring forthwith the appearance of
any person to:

(1) Produce any documents, books and records as may appear
necessary for the hearing of the petition; and

(2) Testify and give evidence concerning the conduct complained of
in the petition.

Sec. 30. 1. For each violation committed by an applicant, whether
or not heisissued a license, the commissioner may impose upon the
applicant an administrative fine of not more than $5,000, if the
applicant:

(&) Hasknowingly made or caused to be made to the commissioner
any false representation of material fact;

(b) Hassuppressed or withheld from the commissioner any
information which the applicant possesses and which, if submitted by
him, would have rendered the applicant ineligible to be licensed pursuant
to the provisions of this chapter; or

(c) Hasviolated any provision of this chapter, a regulation adopted
pursuant to this chapter or an order of the commissioner in completing
and filing his application for a license or during the course of the
investigation of his application for a
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2. For each violation committed by a licensee, the commissioner may
impose upon the licensee an administrative fine of not more than $5,000,
may suspend, revoke or place conditions upon hislicense, or may do
both, if the licensee, whether or not acting as such:

() Isinsolvent;

(b) Isgrossy negligent or incompetent in performing any act for
which heisrequired to be licensed pursuant to the provisions of this
chapter;

(c) Does not conduct hisbusinessin accordance with law or has
violated any provision of this chapter, a regulation adopted pursuant to
this chapter or an order of the commissioner;

(d) Has made a material misrepresentation in connection with any
transaction governed by this chapter;

(e) Hassuppressed or withheld from a debtor or prospective debtor
any material facts, data or other information relating to any transaction
governed by the provisions of this chapter which the licensee knew or, by
the exercise of reasonable diligence, should have known;

(f) Hasknowingly made or caused to be made to the commissioner
any false representation of material fact or has suppressed or withheld
from the commissioner any information which the licensee possesses and
which, if submitted by him, would have rendered the licensee ineligible to
be licensed pursuant to the provisions of this chapter;

(g) Hasfailed to account to personsinterested for all money received
for the impound trust account;

(h) Hasrefused to permit an examination by the commissioner of his
books and affairs or has refused or failed, within a reasonable time, to
furnish any information or make any report that may be required by the
commissioner pursuant to the provisions of this chapter or a regulation
adopted pursuant to this chapter;

(i) Hasbeen convicted of, or entered a plea of nolo contendereto, a
felony or any crime involving fraud, misrepresentation or moral
turpitude;

(j)) Hasrefused or failed to pay, within a reasonable time, any fees,
assessments, costs or expenses that the licensee isrequired to pay
pursuant to this chapter or a regulation adopted pursuant to this chapter;

(k) Hasfailed to satisfy a claim made by a debtor or prospective
debtor which has been reduced to judgment;

(I) Hasfailed to account for or to remit any money of a debtor or
prospective debtor within a reasonable time after a request for an
accounting or remittal;

(m) Has commingled the money or other property of a debtor or
prospective debtor with hisown or has converted the money or property
of others to his own use,

or
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(n) Hasengaged in any other conduct constituting a deceitful,
fraudulent or dishonest business practice.

Sec. 31. 1. If thecommissioner receives a copy of a court order
issued pursuant to NRS 425.540 that provides for the suspension of all
professional, occupational and recreational licenses, certificates and
permitsissued to a person who isthe holder of a license as a mortgage
company, the commissioner shall deem the license issued to that person
to be suspended at the end of the 30th day after the date on which the
court order wasissued unless the commissioner receives a letter issued to
the holder of the license by the district attorney or other public agency
pursuant to NRS 425.550 stating that the holder of the license has
complied with the subpoena or warrant or has satisfied the arrearage
pursuant to NRS 425.560.

2. Thecommissioner shall reinstate a license as a mortgage company
that has been suspended by a district court pursuant to NRS 425.540 if
the commissioner receives a letter issued by the district attorney or other
public agency pursuant to NRS 425.550 to the person whose license was
suspended stating that the person whose license was suspended has
complied with the subpoena or warrant or has satisfied the arrearage
pursuant to NRS 425.560.

Sec. 32. If aperson isa partnership, corporation or unincorporated
association, the commissioner may take any disciplinary action set forth
in this chapter against the person if any member of the partnership or
any officer or director of the corporation or unincorporated association
has committed any act or omission that would be cause for taking such
disciplinary action against a natural person.

Sec. 33. 1. If thecommissioner entersan order taking any
disciplinary action against a person or denying a person’s application for
a license, the commissioner shall cause written notice of the order to be
served personally or sent by certified mail or by telegraph to the person.

2. Unlessa hearing has already been conducted concerning the
matter, the person, upon application, is entitled to a hearing. If the
person does not make such an application within 20 days after the date
of theinitial order, the commissioner shall enter a final order concerning
the matter.

3. A person may appeal afinal order of the commissioner in
accordance with the provisions of chapter 233B of NRS that apply to a
contested case.

Sec. 34. Itisunlawful for any person to offer or provide any of the
services of a mortgage company or otherwise to engagein, carry on or
hold himself out asengaging in or carrying on the business of a
mortgage company without first obtaining a license as a mortgage
company pursuant to this chapter, unless the

person:



O~NO O WN P

17 -

1. Isexempt from the provisions of this chapter; and

2. Complieswith the requirements for that exemption.

Sec. 35. Except asotherwise provided in section 36 of thisact, a
person, or any general partner, director, officer, agent or employee of a
person, who violates any provision of this chapter is guilty of a
misdemeanor.

Sec. 36. A person, or any general partner, director, officer, agent or
employee of a person, who violates any provision of section 26, 27 or 28
of thisact is guilty of:

1. A misdemeanor if the amount involved isless than $250;

2. A gross misdemeanor if the amount involved is $250 or more but
less than $1,000; or

3. Acategory D felony if the amount involved is $1,000 or more, and
shall be punished as provided in NRS 193.130.

Sec. 37. NRS645A.037 is hereby amended to read as follows:

645A.037 1. Except as otherwise provided in subsection 2, no
licensee may conduct the business of administering escrows for
compensation within any office, suite, room or place of businessin which
any other businessis solicited or engaged in, except a notary public, or in
association or conjunction with any other business, unless authority to do
SO is given by the commissioner.

2. A licensee may conduct the business of administering escrows
pursuant to this chapter in the same office or place of business as a
mortgage company if:

() The licensee and the mortgage company:

(1) Operate as separate legal entities,

(2) Maintain separate accounts, books and records,

(3) Aresubsidiaries of the same parent corporation; and
(4) Maintain separate licenses; and

(b) The mortgage company fis} :

(1) Islicensed by this state pursuant to sectl ons 2 to 36, mclusve of
this act; and fdeesne . v to-a /loan At

(2) Does not conduct any business as a mortgage broker licensed

pursuant to chapter 645B of NRS at the office or place of business.

Sec. 38. Chapter 645B of NRS is hereby amended by adding thereto
the provisions set forth as sections 39 to 66, inclusive, of this act.

Sec. 39. *“Applicant” means a person who appliesfor licensureasa
mortgage broker or mortgage agent pursuant to this chapter.

Sec. 40. “ Commissioner” meansthe commissioner of financial
institutions.

Sec. 41. * Construction control” hasthe meaning ascribed to it in
NRS 627.050.
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Sec. 42. *“ Depository financial institution” means a bank, savings
and loan association, thrift company or credit union.

Sec. 43. “Divison” meansthedivision of financial institutions of
the department of business and industry.

Sec. 44. *“Escrow agency” hasthe meaning ascribed toitin NRS
645A.010.

Sec. 45. *“ Escrow agent” hasthe meaning ascribed toitin NRS
645A.010.

Sec. 46. *“ Escrow officer” hasthe meaning ascribed to it in NRS
692A.028.

Sec. 47. *“Investor” means a person who wantsto acquire or who
acquires ownership of or a beneficial interest in aloan secured by alien
on real property.

Sec. 48. *“Licensee” meansa person who islicensed as a mortgage
broker or mortgage agent pursuant to this chapter.

Sec. 49. 1. “Mortgage agent” means a natural person who:

(&) Isan employee or independent contractor of a mortgage broker
who isrequired to be licensed pursuant to this chapter; and

(b) Isauthorized by the mortgage broker to engage in, on behalf of
the mortgage broker, any activity that would require the person, if he
were not an employee or independent contractor of the mortgage broker,
to be licensed as a mortgage broker pursuant to this chapter.

2. Theterm does not include a person who:

(a) Islicensed asa mortgage broker;

(b) Isageneral partner, officer or director of a mortgage broker; or

(c) Performsonly clerical or ministerial tasks for a mortgage broker.

Sec. 50. 1. “Mortgage broker” meansany person who, directly or
indirectly:

(a) Holds himself out for hireto serve as an agent for any person in
an attempt to obtain a loan which will be secured by a lien on real
property;

(b) Holds himself out for hireto serve as an agent for any person who
has money to lend, if theloan is or will be secured by a lien on real
property;

(c) Holdshimself out as being able to make loans secured by liens on
real property;

(d) Holds himself out asbeing able to buy or sell notes secured by
liens on real property; or

(e) Offersfor salein this state any security which is exempt from
registration under state or federal law and purports to make investments
in  promissory notes secured by liens on real
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2. Theterm does not include a person who islicensed as a mortgage
company, as defined in section 8 of thisact, unlessthe person isalso
licensed as a mortgage broker pursuant to this chapter.

Sec. 51. *“Policy of titleinsurance” hasthe meaning ascribedtoitin
NRS 692A.035.

Sec. 52. *“ Relative’” meansa spouse or any other person who is
related within the second degree by blood or marriage.

Sec. 53. *“Titleagent” hasthe meaning ascribed toitin NRS
692A.060.

Sec. 54. *“Titleinsurer” hasthe meaning ascribed toitin NRS
692A.070.

Sec. 55. 1. A person may not be licensed as, conduct business as or
hold a controlling interest or position in a mortgage broker or be licensed
as or conduct business as a mortgage agent if the person or a relative of
the person islicensed as, conducts business as or holds a controlling
interest or position in:

(&) A construction control;

(b) An escrow agency, escrow agent or escrow officer;

(c) Atitleagent or titleinsurer; or

(d) Any other legal entity, regardless of its purpose, if the legal entity
holds a controlling interest or position in a legal entity described in
paragraph (a), (b) or (c).

2. For the purposes of this section, a person shall be deemed to hold
a controlling interest or position if the person:

(&) Ownsor controlsa majority of the voting stock or holds any other
controlling interest, directly or indirectly, that gives him the power to
direct management or determine policy; or

(b) Isapartner, officer, director or trustee.

Sec. 56. If aperson isa partnership, corporation or unincorporated
association, the person:

1. May not be licensed as a mortgage agent; and

2. Shall not engage in any act or transaction that would require the
person, if it were a natural person, to be licensed as a mortgage agent
pursuant to this chapter.

Sec. 57. 1. A person who claimsan exemption from the provisions
of this chapter pursuant to subsection 1 of NRS 645B.015 must:

(&) Fileawritten application for a certificate of exemption with the
office of the commissioner;

(b) Pay the feerequired pursuant to NRS 645B.050; and

(c) Include with the written application satisfactory proof that the
person meets the requirements of subsection 1 of NRS 645B.015.
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2. Thecommissioner may require a person who claims an exemption
from the provisions of this chapter pursuant to subsections2to 9,
inclusive, of NRS 645B.015 to:

(a) Fileawritten application for a certificate of exemption with the
office of the commissioner;

(b) Pay thefeerequired pursuant to NRS 645B.050; and

(c) Includewith the written application satisfactory proof that the
person meets the requirements of at least one of those exemptions.

3. A certificate of exemption expires automatically if, at any time, the
person who claims the exemption no longer meets the requirements of at
least one exemption set forth in the provisions of NRS 645B.015.

4. |If a certificate of exemption expires automatically pursuant to this
section, the person shall not provide any of the services of a mortgage
broker or mortgage agent or otherwise engagein, carry on or hold
himself out as engaging in or carrying on the business of a mortgage
broker or mortgage agent, unless the person appliesfor and isissued:

(&) A license asa mortgage broker or mortgage agent pursuant to this
chapter; or

(b) Another certificate of exemption.

5. The commissioner may impose upon a person who isrequired to
apply for a certificate of exemption or who holds a certificate of
exemption an administrative fine of not more than $5,000 for each
violation that he commits, if the person:

(&) Hasknowingly made or caused to be made to the commissioner
any false representation of material fact;

(b) Has suppressed or withheld from the commissioner any
information which the person possesses and which, if submitted by him,
would have rendered the person ineligible to hold a certificate of
exemption; or

(c) Hasviolated any provision of this chapter, a regulation adopted
pursuant to this chapter or an order of the commissioner that appliesto a
person who isrequired to apply for a certificate of exemption or who
holds a certificate of exemption.

Sec. 58. 1. If an applicantisa natural person, the commissioner
may refuse to issue a license to the applicant if it appearsthat the
applicant would be subject to control by a relative who would be
ineligible to be licensed pursuant to this chapter.

2. |If an applicant isa partnership, corporation or unincorporated
association, the commissioner may refuseto issue a licenseto the
applicant if:

(@) Any member of the partnership or any officer or director of the
corporation or unincorporated association has committed any act

or
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omission that would be cause for refusing to issue a license to a natural
person; or

(b) It appearsthat any member of the partnership or any officer or
director of the corporation or unincorporated association would be
subject to control by a relative who would be ineligible to be licensed
pursuant to this chapter.

Sec. 59. 1. Alicenseentitlesalicenseeto engage only in the
activities authorized by this chapter.

2. Theprovisions of this chapter do not prohibit a licenseewho is
licensed as a mortgage broker from:

(&) Holding a license as a mortgage company pursuant to sections 2 to
36, inclusive, of thisact; or

(b) Conducting the business of a mortgage company and the business
of a mortgage broker in the same office.

Sec. 60. 1. Except asotherwise provided in subsection 2, not later
than 60 days after the last day of each fiscal year for a mortgage broker,
the mortgage broker shall submit to the commissioner a financial
statement that:

(a) Isdated not earlier than the last day of the fiscal year; and

(b) Hasbeen prepared from the books and records of the mortgage
broker by an independent public accountant who holds a permit to
engage in the practice of public accounting in this state that has not been
revoked or suspended.

2. The commissioner may grant a reasonable extension for the
submission of a financial statement pursuant to this section if a mortgage
broker requests such an extension before the date on which the financial
statement is due.

Sec. 61. A mortgage broker shall:

1. Teach his mortgage agents the fundamentals of mortgage lending
and the ethics of the profession; and

2. Supervisethe activities of his mortgage agents and the operation
of hisbusiness.

Sec. 62. 1. If amortgage agent terminates his association or
employment with a mortgage broker for any reason, the mortgage broker
shall, not later than the end of the next business day following the date of
termination:

(a) Deliver to the mortgage agent or send by certified mail to the last
known residence address of the mortgage agent a written statement
which advises him that hislicense is being delivered or mailed to the
division; and

(b) Deliver or send by certified mail to the division:
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(1) Thelicense of the mortgage agent;

(2) A written statement of the circumstances surrounding the
termination; and

(3) A copy of the written statement that the mortgage broker
delivers or mailsto the mortgage agent pursuant to paragraph (a).

2. A mortgage agent who terminates his association or employment
with a mortgage broker shall not, on or after the date on which the
division receives hislicense from the mortgage broker, engage in any
activity, directly or indirectly, for which a license as a mortgage agent is
required pursuant to this chapter, unless the mortgage agent is
specifically authorized by the commissioner to transfer hislicense to
another mortgage broker or he otherwise obtains a new license pursuant
to this chapter.

Sec. 63. 1. If adeedof trustisrecordedin connection with aloan
that has been funded, in whole or in part, by money from an investor, the
mortgage broker that arranged the loan and his mortgage agents shall
not engage in any act or transaction that subordinates the priority of the
deed of trust, as recorded, unless the mortgage broker, before such an act
or transaction, obtains written approval for the subordination from each
investor who owns a beneficial interest in the loan.

2. A mortgage broker or mortgage agent shall not act as the attorney
in fact or the agent of an investor with respect to the giving of written
approval pursuant to this section.

3. Aninvestor and a mortgage broker or mortgage agent may not
agreeto alter or waive the provisions of this section by contract or other
agreement. Any such contract or agreement isvoid and must not be given
effect to the extent that it violates the provisions of this section.

Sec. 64. 1. Except asotherwise provided in subsection 4, a
mortgage broker or mortgage agent shall not accept money from an
investor to acquire ownership of or a beneficial interest in aloan secured
by a lien on real property, unlessthe mortgage broker has obtained a
written appraisal of the real property securing the loan.

2. Thewritten appraisal of thereal property:

(&) Must be performed by an appraiser who is authorized to perform
appraisalsin this state; and

(b) Must not be performed by the mortgage broker or a mortgage
agent, unless the mortgage broker or mortgage agent is certified or
licensed to perform such an appraisal pursuant to chapter 645C of NRS.

3. A copy of thewritten appraisal of the real property must be:

(&) Maintained at each office of the mortgage broker where money is
accepted from an investor to acquire ownership of or a beneficial interest
in aloan secured by a lien on thereal property; and
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(b) Made available during normal business hoursfor inspection by
each such investor and the commissioner.

4. A mortgage broker isnot required to obtain a written appraisal of
thereal property pursuant to this section if the mortgage broker obtainsa
written waiver of the appraisal from each investor who acquires
ownership of or a beneficial interest in aloan secured by a lien on the
real property. A mortgage broker or mortgage agent shall not act asthe
attorney in fact or the agent of an investor with respect to the giving of a
written waiver pursuant to this subsection.

5. Asusedin thissection, “ appraisal” hasthe meaning ascribed to it
in NRS 645C.030.

Sec. 65. 1. A mortgage broker or mortgage agent shall not engage
in any act or transaction on behalf of an investor pursuant to a power of
attorney unless:

(&) The power of attorney is executed for the sole purpose of providing
ministerial servicesfor not more than one loan in which the investor
owns a beneficial interest; and

(b) The provisions of the power of attorney:

(1) Have been approved by the commissioner; and

(2) Expressy prohibit the mortgage broker and his mortgage agents
from using or releasing any money in which the investor owns a
beneficial interest with regard to that loan for a purpose that is not
directly related to providing ministerial servicesfor the loan.

2. A power of attorney which designates a mortgage broker or
mortgage agent as the attorney in fact or the agent of an investor and
which violates the provisions of this section isvoid and must not be given
effect with regard to any act or transaction that occurson or after July 1,
1999, whether or not the power of attorney isor has been executed by the
investor before, on or after July 1, 1999.

Sec. 66. For the purposes of NRS 645B.100, if a licensee commits
any unlawful act or violates any provision of this chapter, a regulation
adopted pursuant to this chapter or an order of the commissioner:

1. Theunlawful act or violation is not cause for the suspension or
revocation of the license of any other person who employs, is employed
by or is associated with the licensee, unless it appears to the satisfaction
of the commissioner that such other person knew or should have known
of the unlawful act or violation; and

2. ltispresumed that such other person knew or should have known
of the unlawful act or violation if it is shown that the licensee persistently
and consistently engaged in a course of dealing that involved the
unlawful act or violation.
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Sec. 67. NRS645B.010 is hereby amended to read as follows:
645B.010 Asused in this chapter, unless the context otherwise

requires

1, thewords and terms
defined in sections 39 to 54, inclusive, of this act have the meanings
ascribed to them in those sections.

Sec. 68. NRS645B.015 is hereby amended to read as follows:

645B.015 Except as otherwise provided in i
645B-020} section 57 of this act, the provisions of this chapter do not
apply to:

1. Any person doing business under the laws of this state, any other
state or the United States relating to banks, savings banks, trust companies,
savings and loan associations, consumer finance companies, industrial loan
companies, credit unions, thrift companies or insurance companies, unless
the business conducted in this state is not subject to supervision by the
regulatory authority of the other jurisdiction, in which case licensing
pursuant to this chapter is required.

2. A red estateinvestment trust, as defined in 26 U.S.C. § 856, unless
the business conducted in this state is not subject to supervision by the
regulatory authority of the other jurisdiction, in which case licensing
pursuant to this chapter is required.

3. Anemployee benefit plan, as defined in 29 U.S.C. § 1002(3), if the
loan is made directly from money in the plan by the plan’ s trustee.

4. An attorney at law rendering services in the performance of his
duties as an attorney at

law.
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5. A real estate broker rendering servicesin the performance of his
dutiesas areal &tate broker

—+} Any person doing any act under an order of any court.

81 7. Any onenatural person, or husband and wife, who provides
money for investment in loans secured by alien on real property, on his
own account.

19} 8. Agencies of the United States and of this state and its political
subdivisions, including the public employees’ retirement system.

61 9. A sdler of real property who offers credit secured by a
mortgage of the property sold.

Sec. 69. NRS645B.020 is hereby amended to read as follows:

645B.020 1. A fieense}l person who wishesto belicensed asa
mortgage feompany-ray-be-ebtained-by-fHing} broker must file awritten
application f#} for a license with the office of the commissioner |
—2—The} and pay the fee required pursuant to NRS 645B.050. An
application for a license as a mortgage broker must:

() Beverified.

(b) Statethe name, residence address and business address of the
applicant and the location of fthe-apphicant s} each principal office and
branch fefficesinthe} office at which the mortgage broker will conduct
business within this state.

(c) State the name under which the applicant will conduct business {-}
as a mortgage

broker.
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(d) List the frames;} name, residence address and business faddresses
Hagl address of each person who will:
(1) Ifthe applrcant |s not a natural person, have an interest in the
~ ~ mortgage
broker asaprinci pal partner offlcer di rector manager or trustee,
specifying the capacity and title of each F} such person.

(2) Beassociated with or employed by the mortgage broker asa
mortgage agent, specifying whether the person has applied for a license
or ispresently licensed as a mortgage agent.

(e) If the applicant isanatura person, include the social security
number of the applicant.

(f) Hrdicatethel Include a general business plan and
business] a manual of policies and procedures for the mortgage broker
and his mortgage agents that includes, without limitation, the
underwriting standards, restrictions and other policiesand procedures
that the mortgage broker and his mortgage agentswill follow to arrange
loans and to conduct business pursuant to this chapter.

(g) Statethelength of time the applicant has been engaged in the
business of a mortgage feempany-busihess} broker.

(h) Include afinancial statement of the applicant.

(i) Include fsueh} any other information fas} required pursuant to the
regulations adopted by the commissioner or an order of the commissioner

2. A natural person who wishesto be licensed as a mortgage agent
must file a written application for a license with the office of the
commissioner and pay the fee required pursuant to NRS 645B.050. An
application for a license as a mortgage agent must:

(a) Beverified.

(b) Statethe name, residence address and business address of the
applicant and the name under which the applicant will conduct business
as a mortgage agent.

(c) Statethe name of the mortgage broker with whom the applicant
will be associated or employed and whether the mortgage broker has
applied for alicense or is presently licensed.

(d) Statethelocation of each office of the mortgage broker at which
the applicant will conduct business.

(e) Includethe social security number of the applicant.

(f) Include afinancial statement of the applicant.

() Include any other information required pursuant to the
regulations adopted by the commissioner or an order of the
commissioner.
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3. If amortgage broker will conduct business at one or more branch
offices within this state, the mortgage broker must apply for a license for
each such branch office. If a mortgage agent will conduct business from
more than one office of the mortgage broker with whom he is associated
or employed, the mortgage agent must apply for alicense for each such
office.

4. Except as otherwise provided in this chapter, the commissioner
shall issue alicense to an applicant as a mortgage feempany} broker or
mortgage agent if:

() The application complies with the requirements of fsubsection2;}
this chapter;

(b) The applicant submits the statement required pursuant to NRS
645B.023, if the applicant is required to do so; and

(c) The applicant and each general partner, officer or director of the
applicant, if the applicant is a partnership, corporation or unincorporated
association:

(1) Hasagood reputation for honesty, trustworthiness 1 and
integrity and displays competence to transact the business of a mortgage
feempany} broker or mortgage agent in a manner which safeguards the
interests of the general public. The applicant must submit satisfactory
proof of these qualifications to the commissioner.

(2) Has not been convicted of, or entered a plea of nolo contendere
to, afelony or any crimeinvolving fraud, misrepresentation or moral
turpitude.

(3) Has not made afalse statement of material fact on his application.

(4) Hasnot had alicense that was issued pursuant to the provisions of
this chapter or sections 2 to 36, inclusive, of this act suspended or revoked
within the 10 years immediately preceding the date of his application.

(5 Hasnot had alicense that wasissued in any other state, district or
territory of the United States or any foreign country suspended or revoked
within the 10 years immediately preceding the date of his application.

(6) Hasnot violated any fef-theprovisions] provision of this chapter
or fany} sections 2 to 36, inclusive, of thisact, a regulation adopted
pursuant thereto |-

or an order of the commlssloner
Sec. 70. NRS645B.023 is hereby amended to read as follows:
645B.023 1. A natural person who appliesfor the issuance or
renewal of alicense as a mortgage feempany} broker or mortgage agent

shall submit to the commissioner the statement prescribed by the welfare
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division of the department of human resources pursuant to NRS 425.520.
The statement must be completed and signed by the applicant.

2. Thecommissioner shall include the statement required pursuant to
subsection 1 in:

(@) The application or any other forms that must be submitted for the
issuance or renewal of the license; or

(b) A separate form prescribed by the commissioner.

3. A license as a mortgage feompany} broker or mortgage agent may
not be issued or renewed by the commissioner if the applicant is a natural
person who:

(@) Failsto submit the statement required pursuant to subsection 1; or

(b) Indicates on the statement submitted pursuant to subsection 1 that he
Is subject to a court order for the support of achild and isnot in
compliance with the order or a plan approved by the district attorney or
other public agency enforcing the order for the repayment of the amount
owed pursuant to the order.

4. If an applicant indicates on the statement submitted pursuant to
subsection 1 that he is subject to a court order for the support of a child and
iIsnot in compliance with the order or a plan approved by the district
attorney or other public agency enforcing the order for the repayment of
the amount owed pursuant to the order, the commissioner shall advise the
applicant to contact the district attorney or other public agency enforcing
the order to determine the actions that the applicant may take to satisfy the
arrearage.

Sec. 71. NRS645B.025 is hereby amended to read as follows:

645B.025 1. A fHeenseel mortgage agent may not be associated
with or employed by more than one mortgage broker at the same time.

2. A mortgage broker shall not employ or pay for the services of a
mortgage agent, unless the mortgage agent is licensed pursuant to this
chapter and is not associated with or employed by another mortgage
broker.

3. Thelicense of a mortgage agent must be delivered or mailed to the
mortgage broker with whom heis associated or employed and kept in the
custody and control of the mortgage broker.

4. Thelicense of a mortgage broker or mortgage agent must:

(&) Show the name of the licensee, the address of the office for which
the license has been issued and, if the licensee is a mortgage agent, the
name of the mortgage broker with whom heis associated or employed;

(b) Beimprinted with the seal of the division; and

(c) Include any other information required pursuant to the
regulations adopted by the commissioner or an order of the
commissioner.
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5. A mortgage broker shall post feach} his license and the license of
each of his mortgage agents in a conspicuous place in the office fte-whieh

—2—A—Heense} for which each license has been issued.

6. A mortgage broker may not fbe transterrec-or-assigned} transfer or
assign a license to another person, unless the commissioner gives his
written approval.

7. A mortgage agent may not change the mortgage broker with
whom heis associated or employed, unless the commissioner gives his
written approval and the mortgage agent pays the fee required pursuant
to NRS 645B.050.

Sec. 72. NRS645B.050 is hereby amended to read as follows:

645B.050 1. A [mertgagecompany-s} licenseissued pursuant to
this chapter expires each year on June 30 [next-after-the date-of-issuance

- ,unlessitis
renewed. To renew a license, the licensee must submit to the
commissioner on or before June 30 of each year:

(@ An application for renewal [, paying the annual feefor alicense for

(b) Thefeerequired to renew the license pursuant to this section; and
(c) If thelicenseeisanatural person, fsubmitting] the statement

reqw red pursuant to NRS 6458 023. {CFheaptheatten—statementand

ley}lllcenseefallsto submlt any item required pursuant to subeectlon 1 to
the commissioner on or before June 30 5} of any year, thelicenseis
canceled. The commlsaoner may re| nstate{the} a canceled I|cense if the
licensee » : \

submlts to the comm|$|oner.
(&) An application for renewal,
(b) Thefeerequired to renew the license pursuant to this section;
(c) If thelicenseeisa natural person, the statement required pursuant
to NRS 645B.023; and
(d) A reinstatement fee of $200
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3. Except as otherwise provided in section 57 of this act, a certificate
of exemption issued pursuant to fsubsection-5-6f-NRS-6458-020}1 this
chapter expires each year on December 31

, unlessit isrenewed. To renew a certificate of
exemption Emay—be%enatveeLbyLﬁﬂngLan} a person must submit to the
commissioner on or before December 31 of each year:

(&) An application for renewal fand-payingtheannual-feeforrenewal

:and

4. If the [application-or-paymentisnotrecerved-by} person failsto
submit any item required pursuant to subsection 3 to the commissioner
on or before December 31 [} of any year, the certificate of exemptionis
canceled. [Fhel Except as otherwise provided in section 57 of this act, the
commissioner may reinstate {the} a canceled certificate of exemption if the

person submits to the commissioner:

(& An application for renewal;

(b) Thefeerequiredto renew the certificate of exemption; and
(c) A reinstatement fee of $100.

5. B :
—{a)}Forfiing} A person must pay the following fees to apply for, to be
issued or to renew a license as a mortgage broker pursuant to this
chapter:

(@) Tofilean original application |5} for a license, $1,500 for the
principal office and $40 for each branch office. The fapphicant-shat}
person must also pay such additional expenses incurred in the process of
Investigation as the commissioner deems necessary. All money received by
the commissioner pursuant to this paragraph must be placed in the
investigative account created by NRS
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(b) p-thelicenseisapproved-forissdanee] To beissued alicense,
$1,000 for the principal office and $60 for each branch office . fefore

(c) Torenew alicense, $500 for the pri nci pal office and $100 for each
branch office.

6. A person must pay the following feesto apply for, to be issued or
to renew a license as a mortgage agent pursuant to this chapter or to
change the mortgage broker with whom the person is associated or
employed as a mortgage agent:

(a) Tofilean original application for a license, $500 for the primary
office at which the person will conduct business as a mortgage agent and
$40 for each additional office at which the person will conduct business
as a mortgage agent. The person must also pay such additional expenses
incurred in the process of investigation as the commissioner deems
necessary. All money received by the commissioner pursuant to this
paragraph must be placed in the investigative account created by NRS
232.545.

(b) To beissued alicense, $250 for the primary office at which the
person will conduct business as a mortgage agent and $40 for each
additional office at which the person will conduct business as a mortgage
agent.

(c) Torenew alicense, $150 for the primary office at which the person
will conduct business as a mortgage agent and $40 for each additional
office at which the person will conduct business as a mortgage agent.

(d) To changethe mortgage broker with whom the person is
associated or employed as a mortgage agent, $25 for the primary office at
which the person will conduct business as a mortgage agent and $10 for
each additional office at which the person will conduct businessas a
mortgage agent.

7. A person must pay the following fees to apply for or to renew a
certificate of exemption pursuant to this chapter:

(a) Tofilean application for a certificate of exemption, $200.

(b) Torenew acertificate of exemption, $100.

8. To beissued aduplicate copy of any license [;-upen} or certificate
of exemption, a person must make a satisfactory showing of itsloss f;

—6ﬂ'} and pay a fee of

$10.
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9. Except as otherwise provided in this chapter, all fees received
pursuant to this chapter must be deposited in the state treasury for credit to
the state general fund.

Sec. 73. NRS645B.060 is hereby amended to read as follows:

645B.060 1. Subject to the administrative control of the director of
the department of business and industry, the commissioner shall exercise
general supervision and control over mortgage feempantest brokers and
mortgage agents doing businessin this state.

2. Inaddition to the other duties imposed upon him by law, the
commissioner shall:

(@) Adopt =
effective] regulatlons prescrlblng standardsfor determmlng whether a
mortgage broker has maintained adequate supervision of a mortgage
agent pursuant to this chapter.

(b) Adopt any other regulationsthat are necessary to carry out the
provisions of this chapter, except asto loan brokerage fees.

HB) () Conduct such investigations as may be necessary to determine
whether any person has violated any provision of this chapter -

—{e}} , aregulation adopted pursuant to this chapter or an order of the
commissioner.

(d) Conduct an annual examination of each mortgage feermpany} broker
doing businessin this state.

He) (e) Conduct such other examinations, periodic or special audits,
investigations and hearings as may be necessary and proper for the
efficient administration of the laws of this state regarding mortgage

leompantes:
—{e}} brokers and mortgage agents.

(f) Classify as confidential certain records and information obtained by
the division when those matters are obtained from a governmental agency
upon the express condition that they remain confidential. This paragraph
does not limit examination by the legislative auditor.

KB} (g) Conduct such examinations and investigations as are necessary
to ensure that mortgage feermpantest brokers and mortgage agents meet
the requirements of this chapter for obtaining alicense, both at the time of
the application for alicense and thereafter on a continuing basis.

3. For each special audit, investigation or examination a mortgage

broker shall pay afee based on the rate established pursuant to
NRS 658.101.

Sec. 74. NRS645B.070 is hereby amended to read as follows:

645B.070 1. Intheconduct of any examination, periodic or special
audit, investigation or hearing, the commissioner may:

(@) Compel the attendance of any person by subpoena.

(b) Administer oaths.



O~NO O WN P

—-33-—

(c) Examine any person under oath concerning the business and
conduct of affairs of any person subject to the provisions of this chapter
and in connection therewith require the production of any books, records
or papers relevant to the inquiry.

2. Every person subpoenaed under the provisions of this section who
willfully refuses or willfully neglects to appear at the time and place named
in the subpoena or to produce books, records or papers required by the
commissioner, or who refuses to be sworn or answer as awitness, is guilty
of a misdemeanor.

3. The feest-of} commissioner may assess against and collect from a
person all costs, including, without limitation, reasonable attorney’ s fees,
that are attributable to any examination, periodic or special audit,
investigation or hearing that is conducted funeler} to examine or
investigate the conduct, activities or business of the person pursuant to
this chapter . , » s

Sec. 75. NRS645B.080 is hereby amended to read as follows:

645B.080 1. [Allmertgagecompanies} Each mortgage broker and
mortgage agent shall keep and maintain at all times fa-thetplacesof} at
each location where the mortgage broker or mortgage agent conducts
businessin this state complete and suitable records of all mortgage
transactions made by fthem} the mortgage broker or mortgage agent at
that location . [--tegether-with} Each mortgage broker shall also keep and
maintain at all times at each such location all original books, papers and
data, or copiesthereof, clearly reflecting the financial condition of the
business of fsueh-companies] the mortgage broker.

2. Each mortgage feempany} broker shall submit to the commissioner
each month areport of the feermpany-st mortgage broker’s activity for the
previous month. The report must:

(@) Specify the volume of loans arranged by the feempany] mortgage
broker for the month or state that no loans were arranged in that month;

(b) Include fsueh-ether-infermation-ast any information required
pursuant to the regulations adopted by the commissioner ; fby-regulation
requires} and

(c) Besubmitted to the commissioner by the 15th day of the month
following the month for which the report is made.

Sec. 76. NRS 645B.090 is hereby amended to read as follows:
645B.090 1. Except asotherwise provided in thissection or by Haw;
al} specific statute:
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(&) All papers, documents, reports and other written instruments filed
with the commissioner funder} pursuant to this chapter are open to public
inspection . f;

(b) The commissioner shall disclose the following information
concerning a mortgage broker or mortgage agent to any person who
requestsit:

(1) Information concerning any investigation that is currently
pending against the mortgage broker or mortgage agent pursuant to the
provisions of this chapter;

(2) Thefindings and results of any investigation that has been
completed during the immediately preceding 5 years against the
mortgage broker or mortgage agent pursuant to the provisions of this
chapter; and

(3) The nature of any disciplinary action that has been taken
during the immediately preceding 5 years against the mortgage broker or
mortgage agent pursuant to the provisions of this chapter.

2.  The commissioner may withhold from public inspection or refuse
to disclose to a person, for such time as fhe} the commissioner considers
necessary , any information pwhieht} that, in hisjudgment , would:

(&) Impede or otherwise interfere with an investigation that is
currently pending against a mortgage broker or mortgage agent; or

(b) Have an undesirable effect on the fpublic} welfare of the public or
the welfare of any mortgage feempanyrequiresto-beso-withheld-} broker.

Sec. 77. NRS645B.095 is hereby amended to read as follows:

645B.095 1. Asusedin thissection, “change of control” means:

(&) A transfer of voting stock which resultsin giving a person, directly
or indirectly, the power to direct the management and policy of a mortgage

feermpany:] broker; or
(b) A transfer of at least 25 percent of the outstanding voting stock of a

mortgage feompany-} broker.

2. The commissioner must be notified of atransfer of 5 percent or
more of the outstanding voting stock of a mortgage feempany} broker and
must approve atransfer of voting stock of a mortgage feempany| broker
which constitutes a change of control.

3. The person who acquires stock resulting in a change of control of
the mortgage feempany} broker shall apply to the commissioner for
approval of the transfer. The application must contain information which
shows that the requirements of this chapter for obtaining alicense will be
satisfied after the change of control. Except as otherwise provided in
subsection 4, the commissioner shall conduct an investigation to determine
whether those requirements will be satisfied. If, after the investigation, the
commissioner denies the application, he may forbid the applicant from
participating in the business of the mortgage feempany} broker.
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4. A mortgage feempany} broker may submit awritten request to the
commissioner to waive an investigation pursuant to subsection 3. The
commissioner may grant awaiver if the applicant has undergone a similar
investigation by a state or federal agency in connection with the licensing
of or his employment with afinancial institution.
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Sec. 78. NRS645B.100 is hereby amended to read as follows:

645B.100 1. For each violation committed by an applicant,
whether or not heisissued a license, the commissioner may impose upon
the applicant an administrative fine of not more than $5,000 if the
applicant:

(&) Hasknowingly made or caused to be made to the commissioner
any false representation of material fact;

(b) Has suppressed or withheld from the commissioner any
information which the applicant possesses and which, if submitted by
him, would have rendered the applicant ineligible to be licensed pursuant
to the provisions of this chapter; or

(c) Hasviolated any provision of this chapter, a regulation adopted
pursuant to this chapter or an order of the commissioner in completing
and filing his application for a license or during the course of the
investigation of his application for a license.

2. The commissioner may frequire}l impose upon a licensee fteo-pay}
who islicensed as a mortgage broker an administrative fine of not more
than [$5006} $5,000 for each violation that he commits or suspend, revoke
or place conditions upon his license, or do both, fat-any-time} if the
licensee, whether or not acting as such:

(a) Isinsolvent;

(b) Isgrossly negligent or incompetent in performing any act for which
heisrequired to be licensed pursuant to the provisions of this chapter;

(c) Does not conduct his business in accordance with law or has
violated any fprevisions} provision of this chapter {5} , a regulation
adopted pursuant to this chapter or an order of the commissioner;

(d) Isinsuch financial condition that he cannot continue in business
with safety to his customers;

(e) Has made amaterial misrepresentation in connection with any
transaction governed by this chapter;

(f) Has suppressed or withheld from a client any material facts, data or
other information relating to any transaction governed by the provisions of
this chapter which freknews} the licensee knew or , by the exercise of
reasonable diligence, should have known;

(g) Has knowingly made or caused to be made to the commissioner any
false representation of material fact or has suppressed or withheld from the
commissioner any information which the fappticant-er} licensee possesses
[+ and which , if submitted by him , would have rendered the fapphcant
of} licensee indli gibleto beli censed pursuant to the provisions of this
chapter;

(h) Hasfailed to account to persons interested for all money which is

received ffor-thetmpeund-trust-account;} by the licensee and which is

required to be placed in escrow pursuant to this
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(i) Hasrefused to permit an examination by the commissioner of his
books and affairs or has refused or failed, within areasonable time, to
furnish any information or make any report that may be required by the
commissioner pursuant to the provisions of this chapter or a regulation
adopted pursuant to this chapter;

(j) Hasbeen convicted of, or entered a plea of nolo contendereto, a
felony or any crimeinvolving fraud, misrepresentation or moral turpitude;

(k) Hasrefused or failed to pay within areasonable time, fthese

» o E Ay} any fees, assessments, costs
or expenses that the Ilcensee IS reqwred to pay pursuant to fNRS
645B.050-6r-645B-070:] this chapter or a regulation adopted pursuant to
this chapter;

(I) Hasfailed to satisfy a claim made by a client which has been
reduced to judgment;

(m) Hasfailed to account for or to remit any money of aclient within a
reasonable time after a request for an accounting or remittal;

(n) Has commingled the money or other property of aclient with his
own or has converted the money or property of othersto his own usg;

(o) Hasengaged in any other conduct constituting a deceitful,
fraudulent or dishonest business practice; fer}

(p) Hasrepeatedly violated the policies and procedures of the
mortgage broker;

(q) Hasfailed to maintain adequate supervision of a mortgage agent
who, in the course of hisassociation or employment with the licensee,
has committed an unlawful act or violated any provision of this chapter,
a regulation adopted pursuant to this chapter or an order of the
commissioner, and the licensee knew or should have known of the
unlawful act or violation;

(r) Hasinstructed a mortgage agent to commit an act that would be
cause for the revocation of the license of the mortgage broker or
mortgage agent, whether or not the mortgage agent commits the act; or

(s) Has not conducted verifiable business as a mortgage feompany}
broker for 12 consecutive months, except in the case of a new applicant.
The commissioner shall determine whether a feempany} mortgage broker
Is conducting business by examining the monthly reports of activity
submitted by the licensee or by conducting an examination of the licensee.

3. Thecommissioner may impose upon a licensee who islicensed as
a mortgage agent an administrative fine of not more than $5,000 for



O~NO O WN P

—-38—

each violation that he commits or suspend, revoke or place conditions
upon hislicense, or do both, if the licensee, whether or not acting as
such:

() Isgrossy negligent or incompetent in performing any act for
which heisrequired to be licensed pursuant to the provisions of this
chapter;

(b) Hasviolated any provision of this chapter, a regulation adopted
pursuant to this chapter or an order of the commissioner;

(c) Has made a material misrepresentation in connection with any
transaction governed by this chapter;

(d) Hassuppressed or withheld from a client any material facts, data
or other information relating to any transaction governed by the
provisions of this chapter which the licensee knew or, by the exercise of
reasonable diligence, should have known;

(e) Hasknowingly made or caused to be made to the commissioner
any false representation of material fact or has suppressed or withheld
from the commissioner any information which the licensee possesses and
which, if submitted by him, would have rendered the licensee ineligible to
be licensed pursuant to the provisions of this chapter;

(f) Hasrefused to permit an examination by the commissioner of his
books and affairs or has refused or failed, within a reasonable time, to
furnish any information or make any report that may be required by the
commissioner pursuant to the provisions of this chapter or a regulation
adopted pursuant to this chapter;

(g) Hasbeen convicted of, or entered a plea of nolo contendere to, a
felony or any crime involving fraud, misrepresentation or moral
turpitude;

(h) Hasrefused or failed to pay, within a reasonable time, any fees,
assessments, costs or expenses that the licenseeisrequired to pay
pursuant to this chapter or a regulation adopted pursuant to this chapter;

(i) Hasfailed to satisfy a claim made by a client which has been
reduced to judgment;

() Hasfailed to account for or to remit any money of a client within a
reasonable time after a request for an accounting or remittal;

(k) Hascommingled the money or other property of a client with his
own or has converted the money or property of othersto his own use;

(I) Hasrepeatedly violated the policies and procedures of the
mortgage broker with whom heis associated or employed; or

(m) Hasengaged in any other conduct constituting a deceitful,
fraudulent or dishonest business practice.

Sec. 79. NRS645B.105 is hereby amended to read as follows:

645B.105 1. If the commissioner receives acopy of acourt order

issued pursuant to NRS 425.540 that provides for the suspension of

al
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professional, occupational and recreational licenses, certificates and
permitsissued to a person who is the holder of alicense as a mortgage
Feempany.} broker or mortgage agent, the commissioner shall deem the
license issued to that person to be suspended at the end of the 30th day
after the date on which the court order was issued unless the commissioner
receives a letter issued to the holder of the license by the district attorney
or other public agency pursuant to NRS 425.550 stating that the holder of
the license has complied with the subpoena or warrant or has satisfied the
arrearage pursuant to NRS 425.560.

2. Thecommissioner shall reinstate a license as a mortgage feompany}
broker or mortgage agent that has been suspended by a district court
pursuant to NRS 425.540 if the commissioner receives a letter issued by
the district attorney or other public agency pursuant to NRS 425.550 to the
person whose license was suspended stating that the person whose license
was suspended has complied with the subpoena or warrant or has satisfied
the arrearage pursuant to NRS 425.560.

Sec. 80. NRS645B.110 is hereby amended to read as follows:

the commrssroner enters an order takrng any drscr plrnary actron agarnst a
person or denying a person’s application for a license, the commissioner
shall cause written notice of the order to be served personally or sent by
certified mail or by telegraph to the feompany-affected:
person.

2. Unlessa hearrng has already been conducted concernlng the
matter, the person, upon application, is entitled to a hearing .
If the person does not make such an applrcatron {rsmaele} within 20 days

company;} date of thernrtral order the commrssroner shall enter aflnal
order fin-eitherecase} concerning the matter.

3. A person may appeal afinal order of the commissioner in
accordance with the provisions of chapter 233B of NRS that apply to a
contested case.

Sec. 81. NRS645B.120 is hereby amended to read as follows:

645B.120 1. [Thecommissioner-may-investigateeither-upen
complaint-or-otherwisewhen} Whether or not a complaint has been filed,
the commissioner may investigate a mortgage broker, mortgage agent or
other person if, for any reason, it appears that

(@) The mortgage broker or mortgage agent is conducting fis}
business in an unsafe and injurious manner or in violation of any provision
of this chapter for-theregulationspromulgatec-thereunder-by-the

, a regulation adopted
pursuant to this chapter or an order of the commissioner;
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(b) The personisoffering or providing any of the services of a

mortgage broker or mortgage agent or otherwise engaging in fthe
, carrying on or holding himself out as

engaging in or carrying on the business of a mortgage broker or
mortgage agent without being licensed funder} or exempt from licensing
pursuant to the provisions of fthesesections] this chapter; or

(c) Theperson isviolating any other provision of this chapter, a
regulation adopted pursuant to this chapter or an order of the
commissioner.

2. |If, uponmvestlgatlonflirappeaps%hat—sueheempanwsse

1, the commlsﬂoner has reasonable causeto beI ieve
that the mortgage broker, mortgage agent or other person has engaged in
any conduct or committed any violation described in subsection 1, the
commissioner may:

() Advisethedistrict attorney of the county in which the fbusinessis
eondueted;} conduct or violation occurred, and the district attorney shall
cause the appropriate legal action to be taken against the mortgage broker,
mortgage agent or other person to enjoin the conduct or the operation of

the business or prosecute the {Jﬂetanenseﬁthlsehapter—} violati on and
(b) Bri ng S

saehaep} a CIVI| actlon to

(1) Enjoin the mortgage broker, mortgage agent or other person
from engaging in the conduct, operating the business or committing the
violation; and

(2) Enjoin any other person who has encouraged, facilitated, aided
or participated in the conduct, the operation of the business or the
commission of the violation, or who islikely to engage in such acts, from
engaging in or continuing to engage in such acts.

3. If the commissioner brings fsuit;} a civil action pursuant to
subsection 2, the district court of any county of this state is hereby vested
with the le‘ISdICtIOﬂ in equity to

enjoin the conduct, the operation of the business
or the commission of the violation and may grant any |njunct|ons that are
necessary to prevent and restrain
may;-during} the conduct, the operation of the business or the
commission of the violation. During the pendency of the proceedings

before [it, — issue  such] the district
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(&) Thecourt may issue any temporary restraining orders as may
appear to be just and proper;

(b) Thefindings of the commissioner shall be deemed to be primafacie
evidence and sufficient grounds, in the discretion of the court, for the
fssuel ex parte issuance of atemporary restraining order {—th-any-suen

; and
(c) The commissioner may apply for and on due showing is entitled to
have issued the court’s subpoena requiring forthwith the appearance of any
' person to:
(1) Produce any documents books and records as may appear
necessary for the hearing of the petition ; f;-te-testify} and
(2) Testify and give evidence concerning the facts-er-conduct-oF
thingst conduct complained of in the fappheationfortrjunction petition.

Sec. 82. NRS645B.150 is hereby amended to read as follows:

645B.150 1. [PWhen} In addition to any other action that is
permitted pursuant to this chapter, if the commissioner fascertains by

has reasonable cause to believe that:

(@) Theassetsor capital of fany-mertgage-company} a mortgage broker
T e e e S

areimpaired ; or

(b) A mortgage broker is conducting businessin an unsafe and
injurious manner that may result in danger to the public, fhe}
the commissioner may immediately take possession of all the property,
business and assets of the feempany-which} mortgage broker that are
located in this state and retain possession of them pending further
proceedings provided for in this chapter.

2. If thelicensee, the board of directors or any officer or personin
charge of the offices of the feempany} mortgage broker refuses to permit
the commissioner to take possession of fitspreperty.} the property of the
mortgage broker pursuant to subsection 1:

(&) The commissioner shall feemmunicatethat-factte} notify the
attorney general [—Fhereupon-the} ; and

(b) Theattorney general shall immediately finstitute} bring such
proceedings as may be necessary to place the commissioner in immediate
possession of the property of the feempany-—TFhecommissionertheredpon

mortgage broker.

3. If the commissioner takes possession of the property of the
mortgage broker, the commissioner shall:

(&) Make or have made an inventory of the assets and known liabilities

of the fecempany-
mortgage broker; and

(b) File one copy of the inventory in his office and one copy inthe

office of the clerk of the district court of the county in which the principal
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office of the feempany} mortgage broker islocated and shall mail one
copy to each stockholder, partner, officer or associate of the mortgage
broker at hislast known address.

4. Theclerk of the court with which the copy of the inventory isfiled
shall fileit as any other case or proceeding pending in the court and shall
give it adocket number.

Sec. 83. NRS645B.160 is hereby amended to read as follows:

645B.160 1. [Fhe} If the commissioner takes possession of the
property of a mortgage broker pursuant to NRS 645B.150, the licensee,
officers, directors, partners, associates or stockholders of the mortgage

feompany] broker may, within 60 days ffrom-the datewhen} after the date
on which the commissioner takes possession of the property, fbusiiess-and

assets;} make good any deficit fahieh-may-exist} in the assets or capital of
the mortgage broker or remedy {the unsafecendition-ef-tsaffairs] any
unsafe and injurious conditions or practices of the mortgage broker.

2. Attheexpiration of {sueh-time;} the 60-day period, if the deficiency
in assets or capital has not been made good or the unsafe feendition} and
injurious conditions or practices remedied, the commissioner may apply
to the court to be appointed receiver and proceed to liquidate the assets of
the feermpany} mortgage broker which are located in this state in the same
manner as now provided by law for liquidation of a private corporation in
receivership.

3. No other person may be appointed receiver by any court without
first giving the commissioner ample notice of his application.

4. Theinventory made by the commissioner and all claimsfiled by
creditors are open at all reasonable times for inspection , and any action
taken by the receiver upon any of the claimsis subject to the approval of
the court before which the cause is pending.

5. Theexpenses of the receiver and compensation of counsel, as well
as all expenditures required in the liquidation proceedings, must be fixed
by the commissioner subject to the approval of the court {5} and, upon
certification of the commissioner, must be paid out of the money in his
hands as the receliver.

Sec. 84. NRS645B.165 is hereby amended to read as follows:

645B.165 1. [Fhe} Except asotherwise provided in subsection 3,
the amount of any advance fee, salary, deposit or money paid to any
mortgage feempany} broker, mortgage agent or other person to obtain a
loan which will be secured by alien on real property must be placed in
escrow pending completion of the loan or a commitment for the loan.

2. Theamount held in escrow pursuant to subsection 1 must be
released:
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(@) Upon completion of the loan or commitment for the loan, to the
mortgage feompany} broker or other person to whom the advance fee,
salary, deposit or money was paid.

(b) If theloan or commitment for the loan fails, to the person who made
the payment.

3. Advance payments to cover reasonably estimated costs paid to third
persons are excluded from the provisions of subsections 1 and 2 if the
person making them first signs a written agreement which specifies the
estimated costs by item and the estimated aggregate cost, and which recites
that money advanced for costs will not be refunded. If an itemized service
is not performed and the estimated cost thereof is not refunded, the
recipient of the advance payment is subject to the penalties provided in

' e NRS 6458 225.
Sec. 85. NRS645B.175 is hereby amended to read as follows:

645B. 175 1. All money recelved by amortgage feompany-from-a
" j aloan secured-by

—{2)-An} broker and his mortgage agents from an investor must be
deposited in an escrow account fwhieh} that is controlled by f&pepsen} an
escrow agent, escrow officer or title agent whois

(a) Licensed pursuant to chapter 645A or 692A of NRS;

(b) Independent of the parties and the mortgage broker and his
mortgage agents, and j

(c) Subject to instructions regarding the account fwhich-are} that have
been approved by the parties.

2. Theamount held in frust} escrow bursuant to subsection 1 must be
released:

(@) Upon completion of the loan, including proper recordation of the
respective interests or release, or upon completion of the transfer of the

ownership or beneficial interest therein, to the debtor or his designee less
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Hhat} the amount due the mortgage feempany} broker for the payment of
any fee or service charge; or

(b) If theloan or the transfer thereof is not consummated, to fthe
persen} each mvestor who furnrshed the money heId in {trust—er

3. AII money pard to a mortgage{eempany} broker and h|s mortgage
agents by apersonin full or in partial payment of aloan secured by alien

on real property f-must:
—LHedesooiler e

7 . ! denos ; | intitution:
—{2-An} must be deposited in an escrow account fwhieh} that is
controlled by fa-person} an escrow agent, escrow officer or title agent
who is fsubject] :

() Licensed pursuant to chapter 645A or 692A of NRS;

(b) Independent of the parties and the mortgage broker and his
mortgage agents; and

(c) Subject to instructions regarding the account fwhieh-are} that have
been approved by the parties.

4. Theamount held in frust} escrow pursuant to subsection 3 frust] :
(&) Must be released, upon the deduction and payment of any [fees} fee
or service charge due the mortgage
person-havingthel broker, to each investor who owns a beneficial interest

mthefnete

—6} Ioan and
(b) May not be reinvested with the mortgage broker for at least 15

days.

5. Money received by an escrow agent, escrow officer or title agent at
the direction of a mortgage feempany} broker or his mortgage agents
pursuant to this section from a person who is not associated with the

feempany} mortgage broker may be held in frust-ferne} escrow for not
more than 45 days .

[before an escrow account must be opened in
connection—with—the—tean} If, within this 45-day period, the loan or the
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transfer therefor is not consummated, the money must be returned to that
person within 24 hours. If the money is so returned, it may not be
reinvested with the mortgage feempany} broker for at least 15 days.

6. A mortgage broker, any general partner, officer or director of the
mortgage broker, or an affiliate of the mortgage broker shall not:

(a) Execute any instructions concerning an escrow account which
holds or will hold any money that is subject to the provisions of this
section or execute such instructions as the attorney in fact or the agent of
a debtor, investor or lender who owns or will own a beneficial interest in
any money in the escrow account;

(b) Hold any money that is received from an investor pursuant to
subsection 1; or

(c) Receiveor hold any other money that is subject to the provisions of
this section, including, without limitation, receiving or holding such
money as.

(1) The designee of a debtor;
(2) A construction control; or
(3) An escrow agent, escrow officer or title agent.

7. Asusedin thissection, “ general partner, officer or director of the
mortgage broker, or an affiliate of the mortgage broker” means any
person who:

() Isthe spouse of the mortgage broker or any general partner,
officer or director of the mortgage broker;

(b) Isrelated within the second degree by blood or marriage to the
mortgage broker or any general partner, officer or director of the
mortgage broker;

(c) Controlsthe mortgage broker or any general partner, officer or
director of the mortgage broker;

(d) Iscontrolled by the mortgage broker or any general partner,
officer or director of the mortgage broker, including, without limitation,
a mortgage agent who is associated with or employed by the mortgage
broker; or

(e) Isunder common control with the mortgage broker or any general
partner, officer or director of the mortgage broker.

For the purposes of this subsection, “ control” meansdirectly or
indirectly having the power to direct or cause the direction of
management policies.

Sec. 86. NRS 6458 185 |s hereby amended to read asfollows
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eemm+se|ener—} A mortgage broker or mortgage agent shaII not accept
money from an investor to acquire ownership of or a beneficial interest
in aloan secured by a lien on real property unless:

(&) Theinvestor and the mortgage broker or mortgage agent sign and
date a disclosure form that complies with the provisions of subsection 5;
and

(b) The mortgage broker or mortgage agent gives the investor the
original disclosure form that has been signed and dated.

2. Aninvestor and a mortgage broker or mortgage agent must sign
and date a separate disclosure form pursuant to subsection 1 for each
loan in which the investor invests his money. A mortgage broker or
mortgage agent shall not act as the attorney in fact or the agent of an
investor with respect to the signing or dating of any disclosure form.

3. Aninvestor and a mortgage broker or mortgage agent may not
agreeto alter or waive the provisions of this section by contract or other
agreement. Any such contract or agreement isvoid and must not be given
effect to the extent that it violates the provisions of this section.

4. A mortgage broker shall retain a copy of each disclosure form that
issigned and dated pursuant to subsection 1 for the period that is
prescribed in the regulations adopted by the commissioner.

5. Thestandard provisionsfor each such disclosure form must
include, without limitation, statements:

(a) Explaining therisks of investing through the mortgage broker,
including, without limitation:

(1) The possibility that the debtor may default on the loan;

(2) The nature of the losses that may result through foreclosure;

(3) Thefact that payments of principal and interest are not
guaranteed and that the investor may |lose the entire amount of principal
that he has invested;

(4) Thefact that the mortgage broker isnot a depository financial
institution and that the investment is not insured by any depository
insurance and is not otherwise insured or guaranteed by the federal or
state government; and

(5) Any other information required pursuant to the regulations
adopted by the commissioner; and
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(b) Disclosing to the investor the following information, if the
information isknown or, in light of all the surrounding facts and
circumstances, reasonably should be known to the mortgage broker:

(1) Whether thereal property that will securetheloan is
encumbered by any other liensand, 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;

(2) Whether the mortgage broker or any general partner, officer,
director or mortgage agent of the mortgage broker has any direct or
indirect interest in the debtor;

(3) Whether any disciplinary action has been taken by the
commissioner against the mortgage broker or any general partner,
officer, director or mortgage agent of the mortgage broker within the
preceding 12 months, and the nature of any such disciplinary action;

(4) Whether the mortgage broker or any general partner, officer,
director or mortgage agent of the mortgage broker has been convicted
within the preceding 12 monthsfor violating any law, ordinance or
regulation that involves fraud, misrepresentation or a deceitful,
fraudulent or dishonest business practice; and

(5) Any other information required pursuant to the regulations
adopted by the commissioner.

6. Whether or not a mortgage broker isrequired to disclose any
information to investors through a disclosure form that complies with the
provisions of subsection 5, the commissioner may order the mortgage
broker to discloseto investors or to the general public any information
concerning the mortgage broker, any general partner, officer, director or
mortgage agent of the mortgage broker or any loan in which the
mortgage broker isor has been involved, if the commissioner, in his
judgment, believes that the information:

(&) Would be of material interest to a reasonable investor who is
deciding whether to invest money with the mortgage broker; or

(b) I'snecessary to protect the welfare of the public.

7. Incarrying out the provisions of subsection 6, the commissioner
may, without limitation, order a mortgage broker to include statements of
disclosure prescribed by the commissioner:

(&) Inthedisclosure form that must be given to investors pursuant to
subsection 1,

(b) I'n additional disclosure forms that must be given to investors
before or after they have invested money through the mortgage broker;
or

(c) In any advertisement that the mortgage broker usesin carrying on
his business.
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8. Thecommissioner:

(a) Shall adopt regulations prescribing the period for which a
mortgage broker must retain a copy of each disclosure form that is given
to investors; and

(b) May adopt any other regulations that are necessary to carry out
the provisions of this section, including, without limitation, regulations
specifying the size of print and any required formatting or typesetting
that a mortgage broker must use in any disclosure form that is given to
investors.

Sec. 87. NRS645B.188 is hereby amended to read as follows:

645B.188 Each mortgage feempany} broker shall pay the assessment
levied pursuant to NRS 658.055 . fand} Each mortgage broker and
mortgage agent shall cooperate fully with the audits and examinations
performed pursuant thereto.

Sec. 88. NRS645B.189 is hereby amended to read as follows:

645B.189 1. Each mortgage broker shall includein each
advertisement that the mortgage broker usesin carrying on his business:

(a) A statement of disclosurein substantially the following form:

Money invested through a mortgage broker isnot insured or
guaranteed by the federal or state government. An investor is not
guaranteed to recover or to berepaid any of the money he invests.
An investor is not guaranteed to earn or to be paid any interest or
other return on the money he invests. An investor may lose some or
all of the money heinvests.

(b) Any other statements of disclosure required pursuant to the
regulations adopted by the commissioner or required pursuant to an
order of the commissioner entered in accordance with subsections 6 and
7 of NRS 645B.185.

2. Each mortgage feompany} broker shall submit any proposed
advertisement [t} that the mortgage broker intendsto usein carrying on

hIS busr ness to the commi ssr oner for approval FFheeemmrssrener‘—shal+

mortgage broker |s requr red to |ncI ude any statements of disclosurein
such an advertisement pursuant to subsection 1 and the statements of
disclosure will be displayed in printed form:
(&) Thesize of the print must be approved by the commissioner; and
(b) If displayed on television or any other video screen, monitor or
device, the length of time that the statements are displayed must be

approved by the commissioner.
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3. Inaddition to the requirements set forth in this chapter, each
advertisement that a mortgage broker usesin carrying on hisbusiness
must comply with the requirements of:

(&) NRS598.0903 to 598.0999, inclusive, concerning deceptive trade
practices,; and

(b) Any applicable federal statute or regulation concerning deceptive
advertising and the advertising of interest rates.

4. Thecommissioner may adopt any regulations that are necessary to
carry out the provisions of this section.

Sec. 89. NRS645B.191 is hereby amended to read as follows:

645B.191 Except pursuant to a contract for the collection or servicing
of aloan which is governed by the requirements established by the
Government National Mortgage Association, Federal Home Loan
Mortgage Corporation or Federal National M ortgage Association, fre

a mortgage broker or mortgage agent shall not
advance payments to an investor on behalf of a person who has obtained a
loan secured by alien on real property and who has defaulted in his
payments.

Sec. 90. NRS645B.193 is hereby amended to read as follows:
645B.193 A mortgage feompany} broker shall not assign all or a part
of fits} hisinterest in a frertgage} loan secured by a lien on real property

unless the feempany:} mortgage broker:

1. Obtainsa policy of title insurance for the fmertgaged]} real property;
and

2. Recordsthe assignment in the office of the county recorder of the
county in which the real property islocated.

Sec. 91. NRS645B.197 is hereby amended to read as follows:

645B.197 1. A person may apply to the commissioner for an
exemption from the provisions of this chapter governing the making of a
loan of money.

2. Thecommissioner may grant the exemption if he finds that:

(8 The making of the loan would not be detrimental to the financial
condition of the lender, fberrewer} the debtor or the person who is
providing the money for the loan;

(b) Thelender, fborrewer} the debtor or the person who is providing
the money for the loan has established a record of sound performance,
efficient management, financial responsibility and integrity;

(c) The making of theloan islikely to increase the availability of capital
for a sector of the state economy; and

(d) The making of theloan is not detrimental to the public interest.

3. Thecommissioner:

(@) May revoke an exemption unless the loan for which the exemption
was granted has been made;

and
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(b) Shall issue awritten statement setting forth the reasons for his
decision to grant, deny or revoke an exemption.

Sec. 92. NRS645B.200 is hereby amended to read as follows:

645B.200 [Fhischapter-doesnottmit} The provisions of this chapter
do not:

1. Limit any statutory or common law right of fany} a person to bring

fen-action-in-any-eeurt} a civil action against a mortgage broker or

mortgage agent for any act or omission involved in the transaction of
business by or on behalf of the mortgage feempany-busihess-or-the}
broker or mortgage agent;

2. Limit theright of the state to punish fary} a person for fany} the
violation of any law [} , ordinance or regulation; or

3. Establish a basisfor a person to bring a civil action against the
state or its officers or employeesfor any act or omission in carrying out
the provisions of this chapter, including, without limitation, any act or
omission relating to the disclosure of information or the failure to
disclose information pursuant to the provisions of this chapter.

Sec. 93. NRS645B.210 is hereby amended to read as follows:

645B.210 It isunlawful for any person to offer or provide any of the
services of amortgage
645B.015;] broker or mortgage agent or otherwise to engagein , fer}
carry on 5} or hold himself out as engaging in or carrying on {5} the
business of a mortgage feempany} broker or mortgage agent without first
obtaining alicense as a mortgage feempany-} broker or mortgage agent
pursuant to this chapter, unless the person:

1. Isexempt from the provisions of this chapter; and

2. Complieswith the requirements for that exemption.

Sec. 94. NRS645B.220 is hereby amended to read as follows:

645B.220 It isunlawful for any foreign corporation, association or
business trust to transact any mortgage businessin this state unlessit:

1. Quadlifiesunder chapter 80 of NRS; and

2. Complieswith the provisions of this chapter

0151 or, if it claims an exemption from the provisions of this

chapter, complies with the requirements for that exemption.

Sec. 95. NRS645B.225 is hereby amended to read as follows:

645B.225 A person, or any general partner, director, officer, agent
or employee of a person, who violates any provision of NRS {645B-170;

645B.165 or 645B.175:

1 s guilty of amisdemeanor if the amount involved is less than $250;

2. Isqguilty of agross misdemeanor if the amount involved is $250 or
more but less than $1,000; or

3. Isguilty of acategory D felony if the amount involved is $1,000 or
more, and shall be punished as provided in NRS

193.130.
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Sec. 96. NRS645B.230 is hereby amended to read as follows:

645B.230 Except as otherwise provided in NRS 645B.225, fany] a
person, or any general partner, director, officer, agent or enployee of a
person, who violates any {ef-theprevisions} provision of this chapter is
guilty of a misdemeanor.

Sec. 97. NRS40.750 is hereby amended to read as follows:

40.750 1. Asusedinthissection, “financial institution” meansa
bank, mortgage broker, mortgage company, credit union, thrift company
or savings and loan association, or any subsidiary or affiliate of a bank,
mortgage broker, mortgage company, credit union, thrift company or
savings and loan association, which is authorized to transact businessin
this state and which makes or acquires, in whole or in part, any loan of the
kind described in subsection 2.

2. Except as otherwise provided in subsection 5, a person who, for the
purpose of obtaining aloan secured by alien on real property, knowingly
conceals amaterial fact, or makes a false statement concerning a material
fact knowing that the statement isfalse, isliable to any financial institution
which relied upon the absence of that concealed fact or on that false
statement for any damages it sustains because of the fraud.

3. Inadditionto its actual damages, afinancial institution may recover
exemplary or punitive damages in an amount not to exceed 50 percent of
the actual damages awarded.

4. The cause of action provided by this section:

(@) Isnat, for the purposes of NRS 40.430, an action for the recovery of
any debt or an action for the enforcement of any right secured by mortgage
or lien upon real estate.

(b) Isinaddition to and not in substitution for any right of foreclosure
existing in favor of the financial institution. Any recovery pursuant to this
section does not limit the amount of ajudgment awarded pursuant to NRS
40.459, but the financial institution is not entitled to recover actual
damages more than once for the same | oss.

5. Theprovisions of this section do not apply to any loan which is
secured by alien on real property used for residential purposesif:

(@) Theresidenceisasingle-family dwelling occupied by the person
obtaining the loan, as represented by him in connection with his
application for the loan; and

(b) Theloan isfor the principal amount of $150,000 or less.

Sec. 98. NRS80.015 is hereby amended to read as follows:

80.015 1. For the purposes of this chapter, the following activities do
not constitute doing businessin this state:

(8) Maintaining, defending or settling any proceeding;

(b) Holding meetings of the board of directors or stockholders or
carrying on other activities concerning internal  corporate

affars;
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(c) Maintaining bank accounts;

(d) Maintaining offices or agencies for the transfer, exchange and
registration of the corporation’s own securities or maintaining trustees or
depositaries with respect to those securities,

(e) Making sales through independent contractors;

(f) Soliciting or receiving orders outside of this state through or in
response to letters, circulars, catalogs or other forms of advertising,
accepting those orders outside of this state and filling them by shipping
goods into this state;

(g9) Creating or acquiring indebtedness, mortgages and security interests
in real or personal property;

(h) Securing or collecting debts or enforcing mortgages and security
interests in property securing the debts;

(i) Owning, without more, real or personal property;

() Isolated transactions completed within 30 days and not a part of a
series of similar transactions;

(k) The production of motion pictures as defined in NRS 231.020;

(I) Transacting business as an out-of-state depository institution
pursuant to the provisions of Title 55 of NRS; and

(m) Transacting businessin interstate commerce.

2. Thelist of activitiesin subsection 1 is not exhaustive.

3. A person who is not doing businessin this state within the meaning
of this section need not qualify or comply with any provision of NRS
80.010 to 80.270, inclusive, chapter 645A or 645B of NRS, sections 2 to
36, inclusive, of thisact or Title 55 or 56 of NRS unless he:

(8) Maintains an officein this state for the transaction of business; or

(b) Solicits or accepts depositsin the state, except pursuant to the
provisions of chapter 666 or 666A of NRS.

Sec. 99. NRS90.530 is hereby amended to read as follows:

90.530 Thefollowing transactions are exempt from NRS 90.460 and
90.560:

1. Anisolated nonissuer transaction, whether or not effected through a
broker-dealer.

2. A nonissuer transaction in an outstanding security if the issuer of
the security has a class of securities subject to registration under section 12
of the Securities Exchange Act of 1934, 15 U.S.C. § 78|, and has been
subject to the reporting requirements of section 13 or {A5(e}} 15(c) of the
Securities Exchange Act of 1934, 15 U.S.C. 88 78m and 780(d), for not
less than 90 days next preceding the transaction, or has filed and
maintained with the administrator for not less than 90 days preceding the
transaction information, in such form as the administrator, by regulation,
specifies, substantially comparable to the information the issuer would be

required to file under section 12(b) or 12(g) of the Securities Exchange Act
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of 1934, 15 U.S.C. 88 78I(b) and 78I(g), were the issuer to have a class of
its securities registered under section 12 of the Securities Exchange Act of
1934, 15 U.S.C. § 78I, and paid a fee with thefiling of $150.

3. A nonissuer transaction by a sales representative licensed in this
state, in an outstanding security if:

() Thesecurity issold at a price reasonably related to the current
market price of the security at the time of the transaction;

(b) The security does not constitute all or part of an unsold allotment to,
or subscription or participation by, a broker-dealer as an underwriter of the
security;

(c) Atthetime of the transaction, a recognized securities manual
designated by the administrator by regulation or order contains the names
of theissuer’s officers and directors, a statement of the financial condition
of theissuer as of a date within the preceding 18 months, and a statement
of income or operations for each of the last 2 years next preceding the date
of the statement of financial condition, or for the period as of the date of
the statement of financial condition if the period of existenceislessthan 2
years,

(d) Theissuer of the security has not undergone a major reorganization,
merger or acquisition within the preceding 30 days which is not reflected
in the information contained in the manual; and

(e) Atthetime of the transaction, the issuer of the security has a class of
equity security listed on the New Y ork Stock Exchange, American Stock
Exchange or other exchange designated by the administrator, or on the
National Market System of the National Association of Securities Dealers
Automated Quotation System. The requirements of this paragraph do not
apply if:

(1) The security has been outstanding for at least 180 days,

(2) Theissuer of the security is actually engaged in businessand is
not developing his business, in bankruptcy or in receivership; and

(3) Theissuer of the security has been in continuous operation for at
least 5 years.

4. A nonissuer transaction in a security that has a fixed maturity or a
fixed interest or dividend provision if there has been no default during the
current fiscal year or within the 3 preceding years, or during the existence
of theissuer, and any predecessorsif less than 3 years, in the payment of
principal, interest or dividends on the security.

5. A nonissuer transaction effected by or through aregistered broker-
dealer pursuant to an unsolicited order or offer to purchase.

6. A transaction between theissuer or other person on whose behalf
the offering of a security is made and an underwriter, or atransaction

among underwriters.
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7. A transaction in abond or other evidence of indebtedness secured
by areal estate mortgage, deed of trust, personal property security
agreement, or by an agreement for the sale of real estate or personal
property, if the entire mortgage, deed of trust or agreement, together with
all the bonds or other evidences of indebtedness secured thereby, is offered
and sold as a unit.

8. A transaction by an executor, administrator, sheriff, marshal,
receiver, trustee in bankruptcy, guardian or conservator.

9. A transaction executed by a bona fide secured party without the
purpose of evading this chapter.

10. An offer to sl or sale of a security to afinancial or institutional
investor or to a broker-dealer.

11. Except as otherwise provided in this subsection, a transaction
pursuant to an offer to sell securities of an issuer if:

() Thetransaction is part of an issuein which there are fae} not more
than 25 purchasersin this state, other than those designated in subsection
10, during any 12 consecutive months;

(b) No general solicitation or general advertising isused in connection
with the offer to sell or sale of the securities;

() No commission or other similar compensation is paid or given,
directly or indirectly, to a person, other than a broker-dealer licensed or not
required to be licensed under this chapter, for soliciting a prospective
purchaser in this state; and

(d) One of thefollowing conditions is satisfied:

(1) Theseller reasonably believes that all the purchasersin this state,
other than those designated in subsection 10, are purchasing for
investment; or

(2) Immediately before and immediately after the transaction, the
issuer reasonably believes that the securities of theissuer are held by 50 or
fewer beneficial owners, other than those designated in subsection 10, and
the transaction is part of an aggregate offering that does not exceed
$500,000 during any 12 consecutive months.

The administrator by rule or order asto a security or transaction or atype
of security or transaction, may withdraw or further condition the
exemption set forth in this subsection or waive one or more of the
conditions of the exemption.

12. Anoffer to sell or sale of a preorganization certificate or
subscription if:

(8 No commission or other similar compensation is paid or given,
directly or indirectly, for soliciting a prospective subscriber;

(b) No public advertising or general solicitation is used in connection
with the offer to sell or sale;

(c) The number of offers does not exceed

50;
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(d) The number of subscribers does not exceed 10; and

(e) No payment is made by a subscriber.

13. Anoffer to sell or sale of a preorganization certificate or
subscription issued in connection with the organization of a depository
institution if that organization is under the supervision of an official or
agency of a state or of the United States which has and exercises the
authority to regulate and supervise the organization of the depository
institution. For the purpose of this subsection, {* Isi

—_— “under the supervision of an official or agency” means
that the official or agency by law has authority to require disclosures to
prospective investors similar to those required under NRS 90.490,
impound proceeds from the sale of a preorganization certificate or
subscription until organization of the depository institution is completed,
and require refund to investors if the depository institution does not obtain
agrant of authority from the appropriate official or agency.

14. A transaction pursuant to an offer to sell to existing security
holders of theissuer, including persons who at the time of the transaction
are holders of transferable warrants exercisable within not more than 90
days after their issuance, convertible securities or nontransferable warrants,
if:

(@) No commission or other similar compensation other than a standby
commission, is paid or given, directly or indirectly, for soliciting a security
holder in this state; or

(b) Theissuer first files a notice specifying the terms of the offer to sell,
together with a nonrefundable fee of $150, and the administrator does not
by order disallow the exemption within the next 5 full business days.

15. A transaction involving an offer to sell, but not a sale, of a security
not exempt from registration under the Securities Act of 1933 if:

(@) A registration or offering statement or similar document as required
under the Securities Act of 1933 has been filed, but is not effective;

(b) A registration statement, if required, has been filed under this
chapter, but is not effective; and

(c) No order denying, suspending or revoking the effectiveness of
registration, of which the offeror is aware, has been entered by the
administrator or the Securities and Exchange Commission, and no
examination or public proceeding that may culminate in that kind of order
is known by the offeror to be pending.

16. A transaction involving an offer to sell, but not a sale, of a security
exempt from registration under the Securities Act of 1933 if:

(a) A registration statement has been filed under this chapter, but is not
effective; and

(b) No order denying, suspending or revoking the effectiveness of
registration, of which the offeror is aware, has been entered by

the
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administrator and no examination or public proceeding that may culminate
in that kind of order is known by the offeror to be pending.

17. A transaction involving the distribution of the securities of an
issuer to the security holders of another person in connection with a
merger, consolidation, exchange of securities, sale of assets or other
reorgani zation to which the issuer, or its parent or subsidiary, and the other
person, or its parent or subsidiary, are parties, if:

() The securitiesto be distributed are registered under the Securities
Act of 1933 before the consummation of the transaction; or

(b) The securitiesto be distributed are not required to be registered
under the Securities Act of 1933, written notice of the transaction and a
copy of the materials, if any, by which approval of the transaction will be
solicited, together with a nonrefundable fee of $150, are given to the
administrator at least 10 days before the consummation of the transaction
and the administrator does not, by order, disallow the exemption within the
next 10 days.

18. A transaction involving the offer to sell or sale of one or more
promissory notes each of which isdirectly secured by afirst lienon a
single parcd of real estate, or atransaction involving the offer to sell or
sale of participation interests in the notes if the notes and participation
interests are originated by a depository institution and are offered and sold
subject to the following conditions:

(@) The minimum aggregate sales price paid by each purchaser may not
be less than $250,000;

(b) Each purchaser must pay cash either at the time of the sale or within
60 days after the sale; and

(c) Each purchaser may buy for his own account only.

19. A transaction involving the offer to sell or sale of one or more
promissory notes directly secured by afirst lien on asingle parce of real
estate or participating interests in the notes, if the notes and interests are
originated by a mortgagee approved by the Secretary of Housing and
Urban Devel opment under sections 203 and 211 of the National Housing
Act, 12 U.S.C. 88 1709 and 1715b, and are offered or sold, subject to the
conditions specified in subsection 18, to a depository institution or
insurance company, the Federal Home Loan Mortgage Corporation, the
Federal National Mortgage Association or the Government National
M ortgage Association.

20. A transaction between any of the persons described in subsection
19 involving a nonassignable contract to buy or sell the securities
described in subsection 18 if the contract is to be completed within 2 years
and if:

(d) Thesdller of the securities pursuant to the contract is one of the

parties described in subsection 18 or 19 who may originate securities,



O~NO UL WN P

- 57—

(b) The purchaser of securities pursuant to a contract is any other person
described in subsection 19; and

(c) The conditions described in subsection 18 are fulfilled.

21. A transaction involving one or more promissory notes secured by a
lien on real estate, or participating interests in those notes, by {a} :

(&) A mortgage company licensed pursuant to sections 2 to 36,
inclusive, of this act to engage in those transactions; or

(b) A mortgage broker licensed pursuant to chapter 645B of NRS to
engage in those transactions.

Sec. 100. NRS 232.545 is hereby amended to read as follows:

232545 1. Aninvestigative account for financial institutionsis
hereby created in the state general fund. The account consists of money
whichis:

() Received by the department of business and industry in connection
with the licensing of financial institutions and persons associated with
those institutions; and

(b) Required by law to be placed therein.

2. Thedirector of the department of business and industry or his
designee may authorize expenditures from the investigative account to pay
the expenses incurred [} :

() Ininvestigating applications for licensing of financial institutions
and (A} persons associated with those institutions;

(b) I'n conducting special investigations relating to ftheseinstitutions;

financial institutions and persons associated
with those ingtitutions; and

(c) In connection with mergers, consolidations, conversions,
receiverships and liquidations {-} of financial institutions.

3. Asused in this section, “financial institution” means an ingtitution
for which licensing is required by the provisions of Titles 55 and 56 and
chapters 645B and 649 of NRS [} and sections 2 to 36, inclusive, of this
act.

Sec. 101. NRS604.090 is hereby amended to read as follows:

604.090 1. Except asotherwise provided in subsection 2, itis
unlawful to operate a check-cashing or deferred deposit service without
being registered with the commissioner.

2. Theprovisions of this chapter do not apply to:

(@) A person doing business pursuant to the authority of any law of this
state or of the United States relating to banks, savings banks, trust
companies, savings and loan associations, credit unions, development
corporations, mortgage brokers, mortgage companies, thrift companies,
pawnbrokers or insurance companies.

(b) A person licensed to make installment loans pursuant to chapter 675
of

NRS.
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(c) A person who is primarily engaged in the retail sale of goods or
services who:

(1) Asanincident to or independently of aretail sale or service from
time to time cashes checks for a fee or other consideration of not more than
$2; and

(2) Does not hold himself out as a check-cashing service.

(d) A person while performing any act authorized by alicense issued
pursuant to chapter 671 of NRS.

(e) A person who holds a nonrestricted gaming license issued pursuant
to chapter 463 of NRS while performing any act in the course of that
licensed operation.

(f) A person who is exclusively engaged in a check-cashing service
relating to out-of-state checks.

(g) A corporation organized pursuant to the laws of this state that has
been continuously and exclusively engaged in a check-cashing servicein
this state since July 1, 1973.

Sec. 102. NRS657.120 is hereby amended to read as follows:
657.120 1. A financia institution may impose and collect afee or
charge, not to exceed an amount specified in or limited by specific statute,
for any serviceit provides to a customer, if the fee or chargeis clearly and

conspicuously disclosed in writing to the customer before the customer
receives the service. A financial institution must provide a customer with
written notice of any increase in the fee or charge at least 10 days before
the increase becomes effective.

2. A feeor chargefor the presentation for payment, on asingle
business day, of multiple checks drawn by a customer on an account for
which thereis an insufficient balance to pay all fef} the checks, must be
determined as if the checks drawn in a single series or class were presented
in order of ascending amounts, the check for the smallest sum being
presented first.

3. Asused in thissection, “financial institution” means an institution
licensed pursuant to the provisions of Title 55 or 56 or chapter 645B or
649 of NRS |5} or sections 2 to 36, inclusive, of thisact, or asimilar
institution chartered or licensed pursuant to federal law.

Sec. 103. NRS657.130 is hereby amended to read as follows:

657.130 1. Asusedin thissection, unless the context otherwise
requires:

(@ “ Committeeto review compliance” means one or more persons
assigned or engaged by afinancial institution to test, review or evaluate its
conduct, transactions or potential transactions, policies or procedures for
the purpose of monitoring and improving or enforcing compliance with
state and federal statutes and regulations requiring safe, sound and fair
lending practices, including, without limitation, acts concerning
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credit opportunity, fair housing, fair lending, flood zone protection,
housing and financial discrimination, truth in lending and financial
reporting to federal or state regulatory agencies.

(b) “Financial institution” means an institution licensed pursuant to the
provisions of this Title or Title 56 or chapter 645B of NRS {5} or sections 2
to 36, inclusive, of thisact, or asimilar institution chartered or licensed
pursuant to federal law . fand} The term includes, without limitation, a
holding company, affiliate or subsidiary of such an institution.

2. Except as otherwise voluntarily authorized by the financial
institution:

(@) A document prepared for or created by a committee to review
compliance is confidential and privileged, and is not subject to discovery
or admissiblein evidencein acivil action of this state, even if it has been
submitted to a governmental or regulatory agency of this state, the United
States or a foreign government.

(b) A member of acommittee to review compliance or a person who
acted under the direction of the committee cannot be required to testify in a
civil action concerning the contents of a document described in paragraph
(@) or concerning the discussions or conclusions of, or the actions taken by,
the committee.

Sec. 104. NRS675.040 is hereby amended to read as follows:

675.040 This chapter does not apply to:

1. A person doing business under the authority of any law of this state
or of the United States relating to banks, savings banks, trust companies,
savings and loan associations, credit unions, development corporations,
mortgage brokers, mortgage companies, thrift companies, pawnbrokers or
Insurance companies.

2. A rea estateinvestment trust, as defined in 26 U.S.C. § 856.

3.  Anemployee benefit plan, as defined in 29 U.S.C. § 1002(3), if the
loan is made directly from money in the plan by the plan’s trustee.

4. An attorney at law rendering services in the performance of his
duties as an attorney at law if theloan is secured by real property.

5. A readl estate broker rendering services in the performance of his
duties as areal estate broker if theloan is secured by real property.

6. Except as otherwise provided in this subsection, any firm or
corporation:

(&) Whose principal purpose or activity is lending money on rea
property which is secured by a mortgage;

(b) Approved by the Federal National Mortgage Association as a seller
or servicer; and

(c) Approved by the Department of Housing and Urban Development
and the Department of Veterans
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7. A person who provides money for investment in loans secured by a
lien on real property, on his own account.

8. A sdler of real property who offers credit secured by a mortgage of
the property sold.

9. A person holding a nonrestricted state gaming license issued
pursuant to the provisions of chapter 463 of NRS.

Sec. 105. NRS675.230 is hereby amended to read as follows:

675.230 1. Except asotherwise provided in subsection 2, no licensee
may conduct the business of making loans under this chapter within any
office, suite, room or place of businessin which any other businessis
solicited or engaged in, except an insurance agency or notary public, or in
association or conjunction with any other business, unless authority to do
SO is given by the commissioner.

2. A licensee may conduct the business of making loans pursuant to
this chapter in the same office or place of business as a mortgage company
if:

(8 The licensee and the mortgage company:

(1) Operate as separate legal entities,

(2) Maintain separate accounts, books and records,

(3) Aresubsidiaries of the same parent corporation; and
(4) Maintain separate licenses; and

(b) The mortgage company fs} :

(1) Islicensed by this state pursuant to sectl ons 2 to 36, mclusve of
this act; and [deesne y ‘ +loan iAtal

(2) Does not conduct any business as a mortgage broker licensed
pursuant to chapter 645B of NRS at the office or place of business.

Sec. 106. NRS 645B.130, 645B.140, 645B.170, 645B.180 and
645B.187 are hereby repealed.

Sec. 107. Theamendatory provisions of this act do not apply to
offenses that were committed before July 1, 1999.

Sec. 108. 1. If, onJduly 1, 1999, a person:

(@) Holdsavalid license that was issued by the commissioner of
financial ingtitutions pursuant to chapter 645B of NRS before July 1, 1999;
and

(b) Meetsthe definition of a“ mortgage company,” as set forth in the
amendatory provisions of section 8 of this act,
the person shall be deemed to be licensed as a mortgage company pursuant
to the amendatory provisions of sections 2 to 36, inclusive, of this act and
the person’ s license as a mortgage company expires on December 31,
1999, unlessit is renewed in accordance with the amendatory provisions of
section 15 of this act.
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2. Notwithstanding the provisions of subsection 1 and the amendatory
provisions of section 15 of this act, for each person described in subsection
1, the commissioner shall reduce the fee that the person is required to pay
to renew his license as a mortgage company on or before December 31,
1999, by an amount equal to one-half the fee that the person paid to renew
his license as a mortgage company on or before June 30, 1999.

3. Theprovisions of this section do not prohibit a person described in
subsection 1 from applying for alicense as a mortgage broker on or after
July 1, 1999, in accordance with the amendatory provisions of sections 39
to 96, inclusive, of this act.

Sec. 109. 1. If, onJduly 1, 1999, a person:

(d) Holdsavalid license that was issued by the commissioner of
financia institutions pursuant to chapter 645B of NRS before July 1, 1999;
and

(b) Meetsthe definition of a“ mortgage broker,” as set forth in the
amendatory provisions of section 50 of this act,
the person shall be deemed to be licensed as a mortgage broker pursuant to
the amendatory provisions of sections 39 to 96, inclusive, of this act and
the person’ s license as a mortgage broker expires on June 30, 2000, unless
it isrenewed in accordance with the amendatory provisions of section 72
of this act.

2. Theprovisions of this section do not prohibit a person described in
subsection 1 from applying for a license as a mortgage company on or
after July 1, 1999, in accordance with the amendatory provisions of
sections 2 to 36, inclusive, of this act.

Sec. 110. A person who, on or after July 1, 1999, offers or provides
any of the services of a mortgage agent or otherwise engagesin, carries on
or holds himself out as engaging in or carrying on the business of a
mortgage agent:

1. Isnot required to be licensed before July 1, 2000, notwithstanding
the amendatory provisions of section 93 of this act; and

2. Issubject to al other amendatory provisions of sections 39 to 96,
inclusive, of this act, whether or not heislicensed before July 1, 2000.

Sec. 111. 1. Thisact becomes effective on July 1, 1999.

2. Sections 16 and 31 of this act expire by limitation on the date on
which the provisions of 42 U.S.C. 8§ 666 requiring each state to establish
procedures under which the state has authority to withhold or suspend, or
to restrict the use of professional, occupational and recreational licenses of
persons who:

(8) Havefailed to comply with a subpoena or warrant relating to a
procedure to determine the paternity of a child or to establish or enforce an
obligation for the support of a child; or
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1 (b) Arein arrearsin the payment for the support of one or more
2 children,
3 arerepealed by the Congress of the United States.

LEADLINES OF REPEALED SECTIONS

645B.130 Procedurefor appeal of final orders.

645B.140 Proceduresfollowing decision on appeal.

645B.170 Money for payment of taxes or insurance premiums:
Deposit in designated accountsrequired; duties concer ning impound
trust accounts.

645B.180 Exemption from execution or attachment; commingling
prohibited.

645B.187 Payment of premium interest by mortgage company.



