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III. Registration Procedures

We support making the registration process effective, and making it as efficient as
possible. We have the following comments on the registration process.

A Initial Registration

The CSBS and AARMR developed the Registry in January 2008, before Congress passed
the SAFE Act, to handle state licensing and registration rather than federal registration.
The Registry was not originally designed for registration of hundreds of thousands of
mortgage loan originators employed by Agency-regulated institutions, so it nceds certain
modifications for this registration to occur.

The Registry will collect and maintain a large database of information about individuals,
including background information, and permit public access to portions of the database.
Data security and data integrity are therefore among the challenges involved in modifying
the Registry to accept registration of mortgage loan originators employed at Agency-
regulated institutions. Other concerns are consistent data requirements for registration of
mortgage loan originators employed at Agency-regulated institutions and for state-licensed
mortgage loan originators. The CSBS plans to phase in system enhancements to provide
consumers access to information on both state-licensed and federally registered mortgage
loan originators.

The Registry is not yet fully developed. The Agencies therefore propose a 180-day initial
registration period after the Registry 1s capable of accepting registration of mortgage loan
originators from employees of Agency-regulated institutions. The Registry, in
consultation with the Agencies, is considering a staggered registration process for some of
the larger Agency-regulated institutions to spread out the registration of loan originators
throughout an implementation period. The Agencies seek comment on whether 180 days
is sufficient time to complete the registration process.

We support a phased in implementation that allows time for the initial registrations to be
processed. Once the Registry is operational, a period of time to register is nccessary
because there will at first be an enormous number of new registrations to process.

Registration would be faster, simpler, more cfficient, and less costly if the Registry could
accept registrations in an electronic batch process, including digital fingerprints. Batch
processing and digital fingerprints would be so much more efficient than processing loan
originators manually one at a time that we suggest that the registration process not be
required, and the 180-day period not begin, until the Registry is fully able to handle batch
processing and to accept digital fingerprints. Otherwise, 180 days would not be sufficient
time to complete the initial registration processing.

Again, if the Agencies will require registration by the thousands of individuals at servicers
who work with borrowers on loan modifications, a postponement of any such requirement,
at least until the current foreclosure crisis is abated, would be necessary to prevent
disruptions to the urgent modification efforts.

12















subsidiary. Because neither § 19 of the FDIA nor § 1505(b)(2) of the SAFE Act explicitly
apply to employees of operating subsidiarics, the proposed regulation's reference to
“applicable laws and regulations” is not clear in this context.

We therefore recommend that the regulation clarify that the review by an operating
subsidiary should be conducted according to the standards of § 19 of the FDI Act.
Specifically, if the employment of an individual by a bank or thrift complies with FDIA
§ 19 and the employee’s fingerprints have been submitted in conjunction with that
background check, the individual may be employed and registered as a mortgage loan
originator. Similarly, if a bank or thrift operating subsidiary submits the individual’s
fingerprints in conjunction with a review of the individual’s criminal history in a manner
consistent with § 19, the individual may be employed and registered as a mortgage loan
originator.

We also request clarification about the appropriate treatment of offenses by juveniles under
scaled records, and of expunged convictions.

G. Redundant Background Checks

We also recommend removing the requirement for a new background check for employees
who have already undergone background checks. Many banks, thrifts, and operating
subsidiaries require a background check when they hire employees, and those background
checks include the submission of fingerprints and a review under FDIA § 19 as stringent as
that required by the proposed regulation. We note that the proposed regulation does not
require updated background checks after the initial registration, so it is not clear why an
updated background check is required after a different preexisting background check. The
requirement for a new background check should be removed for existing employees where
the employer has previously obtained the employee’s fingerprints and conducted a
background check under standards as stringent as will be required for new registrants.

H. Fingerprints Do Not Become Obsolete

The proposed regulation would not permit the submission of fingerprints that are older
than 3 years. Fingerprints do not change, and the cost of new fingerprints is significant.
Unless experience has shown that a high proportion of older fingerprints are not suitable
for comparison against fingerprint records, it should be permissible to submit older
fingerprints. Furthermore, even if there have been operational issues using older
fingerprint cards in the past, digital fingerprints should not present such operational issues
and there should be no limits on the age of digital fingerprints.

I De Minimis Exception

The Agencies invite comment on appropriate de minimis exceptions to registration
requirements. We do not believe any de minimis exception would have any significant
effect because the complexity of complying with it would outweigh its benefits. Loan
originators would not rely on an exception because of the difficulty of determining whether
an exception would actually be available. Additionally, secondary mortgage market



investors would not recognize an exception because they are unable to determine when it
would apply, and could incur litigation risk should they rely on it crroneously.

However, we do belicve a de minimis exception should be in a final regulation. An
exception would reduce the litigation risk or penalties for technical violations that occur
despite good faith compliance efforts.

We make two technical points about a de minimis exception. First, measuring the
exception by the number of loans made during a period of time would not be as protective
to consumers as a measure based on a percentage of total loans a lender made. A measure
based on a de minimis percentage of total loans made would impose on lenders an
incentive to register all their loan originators, cven if they are comparatively small lenders.

Second, institutions should be required to aggregate their loan originations with those of
their subsidiaries when calculating whether they have met the de minimis exception to
prevent evasions of the registration requirement.

Iv. Conclusion

We support the purposes of the SAFE Act registration requirements in enabling consumers
to select qualified loan originators. This will help consumers select competent loan
originators with a good record of compliance.

We believe that registration should be required of loan originators, as Congress directed.
We do not believe Congress intended registration of those individuals who only work with
consumers to process loan modifications, and there is no identified reason to impose such a
requirement. Unlike loan originators, those who work with consumers to process
modifications do not set or influence any loan terms. Registration of those who only
process modifications would not serve any purpose of the SAFE Act. Modifications arc
beneficial to consumers, and should not be saddled with unnecessary regulatory burden
that would serve only to unduly delay modifications.

Sincerely,

Anne C. Canfield
Exccutive Director

Attachment
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