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Summary of Bill:


Under current law, a mortgage broker must register with the Division of Banking at the Department of Financial Institutions.  A mortgage broker is defined as someone who for compensation finds or negotiates a loan or loan commitment on behalf of a residential mortgage loan applicant or investor.  Current law imposes various requirements on mortgage brokers and their agents, as well as specifying numerous acts and practices that are prohibited.





AB 471 amends current law to require that a mortgage broker 1.) act in the borrower’s best interest and in the utmost of good faith; 2.) not accept, give, or charge any undisclosed compensation; 3.) carry out all lawful instructions given by the borrower; 4.) disclose to the borrower all material facts of which the mortgage broker has knowledge that may reasonably affect the borrower’s rights or interests; 5.) use reasonable care in performing the duties of a mortgage broker; and 6.) account to the borrower for all money and property received by the mortgage broker as the borrower’s agent.  These duties may not be waived.  The bill also requires each brokerage services contract to identify the parties’ agency relationship and the mortgage broker’s duties.





Rep. Young introduced Assembly Amendment 1 to AB 471, which states that a mortgage broker must objectively present loan options and disclose the advantages and disadvantages of each loan option.





Fiscal Effect:


AB 471 will likely result in additional inquiries and complaints, but DFI anticipates the increase in contacts can be handled with current resources.  There also may be a slight reduction in the number of mortgage brokers who seek a license, but revenue is not expected to be significantly affected.





Supporters Message:


AB 471 will benefit the mortgage broker industry by keeping the bad actors out.


This legislation encompasses much of what mortgage brokers already do.


AB 471 will finally require mortgage brokers to legally put the client’s interest first.





Opposition Arguments:


The argument could be made that this is regulation of another industry by government. 





Key Supporters:


Representative Leon Young (author); Patrick Essie, WI Mortgage Professional Assn.; Dan O’Brien, Educated Mortgage Services; Tim Elverman, J.P. Morgan Chase; Mike Semmann, WI Bankers Assn.; Community Bankers of WI; WI Realtors Assn.; Metropolitan Milwaukee Fair Housing Council; Fair Housing Center of Greater Milwaukee; City of Milwaukee; GSF Mortgage Corporation





Key Opponents:


No one testified or registered against the bill during the committee hearing; no one registered in opposition with the Government Accountability Board.





Committee Vote/Bill History:


On October 14, 2009, the Assembly Committee on Housing passed AA 1 to AB 471 on a vote of 7-0





On October 14, 2009, the Assembly Committee on Housing passed AB 471 as amended on a vote of 7-0.
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