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Overview of the SAFE Act  
 
 

Improving State Supervision of the Mortgage Industry through  
Collaboration and Technology 

• State regulator agencies recognized early on that the rapid expansion and evolution of the mortgage 
industry demanded a more robust regulatory framework that was efficient and effective. 

• In 2003, a nationwide taskforce of state regulators began developing a uniform licensing registry, 
similar to what has been done by state agencies in the securities and investment advisor industries.   

• State regulators developed the Nationwide Mortgage Licensing System (NMLS) in order to: 
 Increase consumer protection 
 Enhance supervision  
 Streamline the licensing process 

 
Nationwide Mortgage Licensing System 

• NMLS successfully launched on January 2, 2008 with 7 states. 
• 24 state agencies are scheduled to participate in NMLS by January 2009. 
• NMLS increases and centralizes information available to state regulators and the mortgage industry 

about the professionals and companies that originate mortgages. 
• State-licensed mortgage companies and loan officers are able to complete a single uniform form 

electronically (regardless of the number of states they are licensed in). 
• This licensing data is housed in a centralized repository available over secure website. 
• Through NMLS, licensees are able to update, amend, renew existing or apply for new licenses. 
• In 2009, consumers will be able to check the license status and history of companies and 

professionals with which they wish to do business in order to make a more informed decision. 
• NMLS will be expanded to meet the SAFE Act requirements. 
 

Raising Standards through the S.A.F.E. Act 
• On July 30, 2008, the President signed into law the SAFE Mortgage Licensing Act (SAFE). 
• SAFE contains the following mandates for industry, state agencies, HUD, federal banking agencies, 

CSBS and AARMR, and NMLSR: 

Industry 
 All mortgage loan originators must be either state-licensed or federally registered. 
 All loan originators must be registered with the Nationwide Mortgage Licensing System and 

Registry (NMLSR), an expanded version of NMLS. 
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States 
 All states must have a loan originator licensing system in place by August 1, 2009 with: 

 Criminal history and credit background checks. 
 Pre-licensure education and testing and continuing education requirements. 
 Net worth, surety bond or recovery fund requirement. 

 All states must license mortgage loan originators through NMLSR. 

U.S. Department of Housing and Urban Development (HUD) 
 HUD determines if states meet SAFE mandates and are participating in NMLSR. 
 For a non-compliant state, HUD must implement a system for loan originators in that state. 

Federal Banking Agencies and Federal Financial Institutions Exam Council 
 All coordination between NMLSR and federal banking agencies is through FFIEC. 
 Develop procedures to register employees of federally insured depositories and subsidiaries 

with NMLSR. 
 Registered loan officers must complete a criminal background check and submit employment 

history and experience. 
 Coordinate with NMLSR to assign registered loan originators a unique identifier. 

Conference of State Bank Supervisors and American Association of Residential Mortgage 
Regulators 

 CSBS and AARMR must develop and maintain NMLSR. 
Nationwide Mortgage Licensing System and Registry 

 Establish protocols for issuing unique identifiers for all loan originators. 
 Process criminal background checks for all loan originators. 
 Approve pre-licensure and continuing education courses for licensed loan originators. 
 Develop a qualified test for licensed loan originators. 
 Develop a mortgage call report to be provided by companies on its origination activities. 
 Provide public access to licensing information for all loan originators. 

 
 
More information about NMLS is available at http://www.stateregulatoryregistry.org/NMLS. 

 
# # # 

 
 

_____________________ 
 

Conference of State Bank Supervisors is the national organization for state banking, representing the 
bank regulators of the 50 states, the District of Columbia, Guam, Puerto Rico and the Virgin Islands, 
and approximately 6,200 state-chartered financial institutions. The Conference is responsible for 
defending state authority to determine banking structure and the products and services state-
chartered institutions can offer and for improving the quality of state bank supervision by providing 
the departments with performance evaluation and accreditation programs and supervisory 
education/training programs for state banking department personnel. 

American Association of Residential Mortgage Regulators is the national organization representing 
state residential mortgage regulators. AARMR's mission is to promote the exchange of information 
between and among the executives and employees of the various states who are charged with the 
responsibility for the administration and regulation of residential mortgage lending, servicing and 
brokering. 

http://www.stateregulatoryregistry.org/NMLS
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CSBS, AARMR and SRR Corporate Governance 
1. Conference of State Bank Supervisors (CSBS) – www.csbs.org 

• Is the national organization for state banking, representing the bank regulators of the 50 states, DC, PR, 
Guam, and Virgin Islands, and approximately 6,200 state-chartered financial institutions 

• 37 state banking departments also regulate the mortgage industry 
• CSBS Board of Directors consists of 21 state bank commissioners 
• Founded in 1902, CSBS is a non-profit 501(c)(6) corporation based in Washington, DC 

2. American Association of Residential Mortgage Regulators (AARMR) – www.aarmr.org 
• Is the national organization representing state residential mortgage regulators 
• Its Board of Directors consists of 9 state mortgage regulators 
• Founded in 1989, AARMR is a non-profit 501(c)(3) corporation based in Washington, DC 

3. State Regulatory Registry LLC – www.stateregulatoryregistry.org 
• Is a wholly owned subsidiary of CSBS 
• Owns and operates the Nationwide Mortgage Licensing System (NMLS) 
• Its Board of Managers consists of 6 state bank and mortgage regulators 
• Formed in 2006, SRR is a non-profit 501(c)(6) corporation based in Washington, DC 

 
NMLS Overview 

1. State regulator agencies recognized early on that the rapid expansion and evolution of the mortgage industry 
demanded a more robust regulatory framework that was efficient and effective 

2. In 2003, a nationwide taskforce of state regulators began developing a uniform licensing registry, similar to 
what has been done by state agencies in the securities and investment advisor industries 

3. State regulators developed the Nationwide Mortgage Licensing System (NMLS) in order to: 
• Increase consumer protection 
• Enhance supervision  
• Streamline the licensing process 

4. NMLS successfully launched on January 2, 2008 with 7 states 
5. 24 state agencies are scheduled to participate in NMLS by January 2009 
6. System benefits include: 

• Better information – increases and centralizes information available to state regulators, industry and 
consumers about the companies and professionals that originate mortgages 

• Convenience – ability to update, amend, renew existing or apply for new licenses online over a secure 
website 362 days a year 

• Simplicity – state-licensed mortgage companies and loan officers are able to complete a single uniform 
form electronically (regardless of the number of states they are licensed in) 

• Efficiency – more consistent state standards and simpler multi-state licensing 
• Transparency – greater transparency in the licensing and renewal process 
• Professionalism – Increased accountability of mortgage companies and professionals 

7. More information about NMLS can be found at www.stateregulatoryregistry.org/NMLS 

http://www.csbs.org/
http://www.aarmr.org/
http://www.stateregulatoryregistry.org/
http://www.stateregulatoryregistry.org/NMLS
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Transparent Process with Industry 
1. In developing, implementing and operating NMLS, CSBS and AARMR have provided an open forum for 

industry input and comment, including: 
• NMLS development and design 
• NMLS enabling and SAFE model legislation 
• NMLS policy and procedures 
• NMLS operations and financial statements 

2. This transparency has been accomplished by: 
• Involving industry in NMLS development working groups (2004 to present) 
• Agreeing with industry on NMLS enabling legislation principles (March 2007) 
• Creating the Mortgage Industry Advisory Council consisting of brokers, lenders and trade associations 

(September 2006) 
• Soliciting public comments on NMLS policy and procedures 
• Providing an open forum on the development of SAFE model legislation 

 
NMLS Development and Design 

1. The design of NMLS began in 2003 with conceptual discussions with State regulatory agencies 
• A state working group developed uniform license application forms in 2005 and 2006 
• Industry participation in this working group began in March 2005 

2. The Industry Development Working Group was formed in 2006 and meets 4-6 times annually 
3. The Mortgage Advisory Council (MAC) was formed in September 2006 

• Consists of brokers, lenders and trade associations 
• Meets quarterly with the SRR Board 
• Receives a copy of SRR’s annual audited financial statements for NMLS operations 

 
State NMLS Enabling Legislation (pre SAFE Act) 

1. To participate in NMLS, states needed to pass enabling legislation that typically focused on: 
• Standard definitions contained in the uniform license application forms 
• Annual renewals at December 31st 
• NMLS processing fees, and collection and disbursement of state funds 

2. Enabling legislative changes are technical (not policy) in nature 
3. CSBS, AARMR, MBA and AFSA agreed to the Statement of Principles and Related Sample Legislative 

Language (March 2007) relating to state enabling legislation that included: 
• Not to alter who is licensed 
• Privacy, security and data breach policies 
• Establishment of an advisory council 
• Disclosure of audited financial statements 
• Reasonableness of NMLS fees 
• Standard statutory and regulatory policies 

4. In fulfilling these principles, CSBS and AARMR: 
• Adhered to the principles when working with state agencies enacting enabling legislation 
• Published NMLS privacy, security and data breach policies (see 

http://www.stateregulatoryregistry.org/AM/Template.cfm?Section=Privacy_Policy) 
• Presentation of SRRs audited financial statements to Mortgage Advisory Council (May 2008) 
• Presentation of NMLS processing fees to the Mortgage Advisory Council (August 2007) 

5. Despite the agreed upon principles, individual AFSA and MBA members consistently opposed state agency 
bills and circulated contrary language to state legislatures 

http://www.stateregulatoryregistry.org/AM/Template.cfm?Section=Privacy_Policy
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SAFE Act Enabling Legislation 
1. On July 30, 2008, the President signed into law the SAFE Mortgage Licensing Act (SAFE) 
2. For more detail on the SAFE, see “Overview of the SAFE Act” 
3. To comply with SAFE, a state working group developed model state legislation that was: 

• Limited to complying with SAFE 
• Distributed to industry for review and comment 

4. CSBS and AARMR strongly recommend that you use only the state-developed model legislation 
5. HUD plans to publish state model legislation that meets SAFE requirements 
6. Industry, through a few large companies, is: 

• Attempting to re-write the SAFE Act through state legislation 
• Distributing draft state legislation that 

 Does not meet the SAFE requirements 
 Looks like the CSBS/AARMR model template 

• Limiting state regulation when it is most needed 
• Limiting funding of the Nationwide Mortgage Licensing System and Registry (NMLSR) to improve 

state regulation and supervision (NMLSR is an expanded version of NMLS) 
• Rehashing already agreed to principles and operating practices 

7. Industry raised the following major items and State agency working group response: 
• Testing and education (in-house, online and demographic impacts) 

 Compromise achieved on in-house and online delivery 
 Believe demographic impact analysis should be by NMLSR not individual state statutes 

• Privacy, security and breach policy 
 From the principles agreed to with AFSA and MBA in 2006, policies were published in 2007 

(http://www.stateregulatoryregistry.org/AM/Template.cfm?Section=Privacy_Policy) 
 Industry has not raised any issues with these policies since publication 

• Net worth and bonding requirements: compromise achieved in all areas 
• NMLSR financial accountability 

 Under SAFE, NMLSR is accountable to HUD for its operations (not individual states) 
 NMLSR provides adequate transparency and has appropriate accountability 
 From the 2007 principles, SRR distributes operation data and financial statements to the Mortgage 

Advisory Council 
 Industry has not raised any issues with this process or SRR’s financials 
 SAFE legislation allows NMLSR to charge reasonable fees 

• Provisional license: proposed counter language that will prevent licensing backlog and facilitate 
expedited license procedures where deemed appropriate 

• Servicer and loss mitigation exemption from licensing 
 CSBS/AARMR understand industry’s concern of interruption to loss mitigation efforts 
 States are concerned that such an exemption creates unsupervised/unbonded origination channel 

contrary to the intent of SAFE 
 CSBS/AARMR are developing a list of possible exemptions for HUD proposal 

• Commissioner use of credit reports to determine financial responsibility:  States continue to discuss the 
appropriate determination of financial responsibility 

• Enforcement due process clarification and penalty cap of $2,500 
 Agreed with industry and accepted compromise language on due process 
 Disagree with industry on penalty caps—many states currently exceed proposed cap 
 Established a model penalty cap of $25,000 consistent with authority granted HUD  

• Third-party provider assessments (e.g. Commissioner ordered audit):  agreed with industry to remove  
• Expunged felonies:  agreed with industry that expunged felonies are not considered 

http://www.stateregulatoryregistry.org/AM/Template.cfm?Section=Privacy_Policy
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