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LICENSED LENDERS 

CHAPTER 15 

LICENSED LENDERS: MORTGAGE BANKERS; 
CORRESPONDENT MORTGAGE BANKERS; 
MORTGAGE BROKERS; SECONDARY LEND· 
ERS; CONSUMER LENDERS AND SALES Fl· 
NANCE COMPANIES 

Authority 

NJ.S.A. 17:1-8.'1 and 15e and 17:11C-I. 

Source and Elreeti\'e Date 

R.2002 d.353, effective October 10, 2002. 
See: 34 N.J.R. 1775(a), 34 N.J.R. 3795(a). 

Chapter Expiration Date 

Chapter 15, Licensed Lenders: Mortgage Bankers; Correspondent 
Mortgage Bankers; Mortgage Brokers; Secondary Lenders; Consumer 
Lenders and Sales Finance Companies, expires on October 10, 2007. 

Chapter Historical Note 

Chapter 15, licensed Lenders: Mortgage Bankers; Correspondent 
Mortgage Bankers; Mortgage Brokers; Secondary Lenders; Consumer 
l.enders and Sales Finance Companies was adopted by R.l997 d.l83 
effective April 21, 1997. See: 29 N.J.R. 525(a), 29 N.J.R. 1509(a). 

Subchapter 5, Tangible Net Worth, Net Worth. Liquid Assets, ln.'IOI· 
vency, Subchapter 6, Books and Records; Examinations; Annual Re­
ports, Subchapter 7, Insurance, Subchapter 8, Advertising, Subchapter 
9, Permis.~ible Fees, Subchapter 10, Characteristics of Loans, Subchap­
ter 11, Other Permissible Lines of Business for Consumer Lenders and 
Subchapter 12, Imposition of Administrative Penalties, were adopted as 
R.l997 d.257, effective June 16, 1997. See: 29 N.J.R. 1489(a), 29 
N.J.R. 2641(a). 

Chapter 15, Licensed: Mortgage Bankers; Correspondent Mortgage 
Bankers; Mortgage Brokers; Secondary Lenders; Consumer Lenders 
and Sales Finance Companies was readopted a~ R.2002 d.353 effective 
October 10, 2002. See: Source and EffeL'tive Date. See, also, section 
annotations. 
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SUBCHAPTER 1. GENERAL PROVISIONS 

3:15-1.1 Purpose and scope 

(a) This chapter implements the New Jersey Licensed 
Lenders Act, N.J.S.A 17:11C-l et seq. 

(b) This chapter shall apply to all licensed lenders with 
mortgage banker, correspondent mortgage banker, mortgage 
broker, secondary lender, consumer lender and/or sales 
finance company authority or authorities and registered 
m"ortgage solicitors and those whose activities require they 
be licensed or registered. 

Amended by R.l999 d.I9J, effective June 21, 1999 (operative July 21, 
1999). 

See: 30 N.J.R. 1658(a), 31 N.J.R. 16119(a). 
In (a). changed New Jersey Licelllled Lenders Act reference. 

Amended by R.2002 d.353. effective November 4, 2002. 
See: 34 N.J.R. 1775(a), 34 NJ.R. 379S(a). 

Rewrote the section. 
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3:15-1.2 Definitions 

The following words and terms, when used in this chapter, 
shall have the following meaning unless the context clearly 
indicates otherwise. 

"Accrual basis of accounting" means the accounting 
method by which expenses are recorded when incurred, 
whether paid or unpaid, and income is recorded when 
earned, whether received or not received. 

"Act" means the "New Jersey Licensed Lenders Act," 
N.J.S.A. 17:11C-1 et seq. 

"Advertisement" means any announcement, statement, 
assertion, or representation that is placed before the public 
in a newspaper, magazine, or other publication or in the 
form of a notice, circular, pamphlet, letter or poster or over 
any radio or television station, by means of the internet or 
by other electronic means of distributing information, or in 
any other way. 

"Alternate name" means an alternate name registered 
pursuant to N.J.S.A. 14A:2-2.1(2) or 42:2B-4b. 

"Application" means the document or documents or in­
formation, including the payment of any fees, that a particu­
lar lender or broker requires a borrower to submit for the 
purpose of having the lender or broker begin to process the 
loan document or documents to determine whether to grant 
or deny a loan. 

"Application fee" shall have the meaning of that term in 
N.J.AC. 3:1-16.2. 

"Appraisal fee" shall have the meaning of that term in 
N.J.A.C. 3:1-16.2. 

"Authority" means one of the activities permitted for a 
licensee pursuant to the Act: either mortgage banker, corre­
spondent mortgage banker or mortgage broker; secondary 
lender; consumer lender; or sales finance business. 

"Biennial period" means the two-year period beginning 
on July 1 of an odd-numbered year. 

"Billing cycle" means the time interval between periodic 
billing dates. A billing cycle shall be considered monthly if 
the closing date of the cycle is the same date each month or 
does not vary by more than four days from such date. 

"Borrower" means any person applying for a loan from a 
lender licensed under the Act, whether or not the loan is 
granted, and any person who has actually obtained such a 
loan. 
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3:15-1.4 License name 

(a) A licensee may use alternate or trade names, and may 
change such name or names, in connection with business 
under the Act, following approval by the Commissioner and 
subject to the provisions of N.J.A.C. 3:15-1.5 and 1.6 and 
N.J.S.A. 17:11C-22(a). 

(b) The true name and all alternate or trade names shall 
appear on the license issued by the Department. 

(c) A licensee may use its true name, any or all of its 
alternate or trade names, or any combination of them, in its 
advertising. 

(d) In closing documents, a licensee shall use its true 
name plus the alternate or trade name that it used in its 
contacts with the consumer involved in the transaction. 

New Rule, R.2002 d.353, effective November 4, 2002. 
See: 34 N.J.I~. 1775(a), 34 NJ.R. 3795(a). 

Former N.J.A.C. 3:15-1.4, Display of license, recodified to N.J.A.C. 
3:15-1.7. 

3:15-1.5 License names permitted 

(a) The number of alternate or trade names that may be 
used by a licensee in this State shaD not exceed three, 
unless: 

l. The licensee is exercising four authorities under the 
Licensed Lenders Act and applies for a fourth alternate 
or trade name so that it may use one for each of the 
authorities; 

2. The licensee provides evidence to the Commission­
er that prohibiting it from using a fourth or subsequent 
alternate or trade name would produce a substantial and 
unreasonable hardship on the licensee beyond the mere 
ability to market under the new name, and the licensee 
can satisfy the Department that procedures have been 
established to assure that consumers will not be misled 
about the true identity of the licensee. The Commissioner 
shaD not grant an exception to the limitation of three 
alternate or trade names under this paragraph except in 
extraordinary circumstances; or 

3. The licensee has, prior to November 4, 2002, been 
approved to use four or more alternate or trade names, in 
which case, the licensee may continue to use those names, 
but shall not be approved to use an additional alternate or 
trade name until the total number of alternate or trade 
names being used by that licensee is two or fewer, unless 
a larger number is permitted pursuant to (a)l or 2 above. 

New Rule. R.2002 d.353, effective November 4, 2002. 
See: 34 N.J.R. InS(a), 34 N.J.R. 3795(a). 

3:15-1.6 Grounds for denying use of alternate or trade 
names 

(a) The Commissioner may deny an application to use an 
alternate or trade name if: 

3:15-2.1 

1. The name is lewd, offensive or otherwise inappro­
priate for the conduct of the licensed activity; or 

2. The name would create a substantial risk of mis­
leading or confusing consumers. 

New Rule, R.2002 d.353. effective November 4, 2002. 
See: 34 N.J.R. 1775(a), 34 NJ.R. 3795(a). 

3:15-1.7 Display of license 

Each sole proprietor, supervisory individual licensee, part­
nership, corporation or limited liability company shall con­
spicuously display its license at the principal New Jersey 
place of business. Each branch office license shaD be 
displayed at the branch office designated thereon. All other 
individual licensees shall so display their licenses at the 
licensed office open to the public with which they are 
affiliated. 

New Rule, R.l997 d.2S7, effective June 16, 1997. 
See: 29 N.J.R. 1489(a), 29 NJ.R. 2641(a). 
Recodified from NJ.A.C. 3:15-1.4 by R.2002 d.353, effective November 

4, 2002. 
See: 34 N.J.R. InS( a), 34 NJ.R. 3795(a). 

SUBCHAPTER 2. LICENSING 

3:15-2.1 Requirement to be licensed 

(a) No person shall act as a mortgage banker, correspon­
dent mortgage banker, mortgage broker, secondary lender, 
consumer lender, or sales finance company without holding, 
in good standing, a license under the Act, unless that person 
is exempt from licensure pursuant to N.J.S.A. 17:11C-4, 5 or 
6. No corporation, partnership, limited liability company, 
association or any other entity shall be issued or hold a 
license as a mortgage banker, correspondent mortgage 
banker, mortgage broker or secondary lender unless one 
officer, partner, member or principal has an individual 
license of that same type sought or held. 

(b) With regard to the exemption set forth at N.J.S.A. 
17:11C-4d, a real estate broker or salesperson shall not be 
deemed to be engaged in the business of a mortgage banker, 
correspondent mortgage banker or mortgage broker if: 

1. The real estate broker receives $250.00 or less at 
the closing of the mortgage loan for reimbursement of 
expenses incurred in providing specific mortgage related 
services in connection with a particular real estate sale or 
real estate brokerage service; 

2. The real estate broker itemizes in writing the spe­
cific setvices provided by the real estate broker or by the 
salesperson licensed with the broker and submits that 
itemized list to the mortgage lender prior to closing; and 

3. The real estate broker or salesperson receives a 
real estate commission in connection with the transaction. 

15-7 Supp. 11-4-02 
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(c) For the purposes of (b) above, expenses are deemed 
to be incurred in providing the specific mortgage related 
services only if the expenses are exclusively attributed to, 
and allocated to, those services and are not used to defer 
the general overhead expenses of the real estate broker, 
salesperson or office or to defer any cost attributable to the 
real estate business or any non-mortgage related business 
conducted by the real estate broker, salesperson or other 
office personnel. Expenses that are general overhead, and 
therefore not reimbursable, shall include, but not be limited 
to: mortgage or lease expenses, rent, utilities, insurance, 
depreciation and advertising; office equipment and supplies 
used for any purpose other than mortgage related services, 
and telephone expenses attributed to any purpose other 
than mortgage related services. Expenses for office equip­
ment, supplies and telephone usage that are exclusively 
attributed to mortgage related services are not general 
overhead and are reimbursable within the $250.00 limit. 

(d) For purposes of (b) above, the time spent by a real 
estate broker, real estate salesperson or a salaried employee 
of a real estate broker providing specific mortgage-related 
services is reimbursable provided that: 

1. The reimbursement shall be paid by the mortgage 
lender directly to the real estate broker; 

2. The reimbursement shall be in the amount itemized 
in the statement of reimbursable expenses submitted to 
the mortgage lender prior to closing; 

3. The rate used to determine the amount of the 
reimbursement for mortgage-related services personally 
provided by the real estate broker, or provided by a non­
salaried salesperson employed or retained by the real 
estate broker, shall not substantially exceed the average 
rate of regular (non-overtime) compensation of the real 
estate broker's support staff; 

4. The rate used to determine the reimbursement for 
mortgage-related services provided by a salaried employee 
of the real estate broker shall not exceed that employee's 
regular (non-overtime) rate of compensation; 

5. Any reimbursement paid to the real estate broker 
for mortgage-related services provided by a non-salaried 
real estate salesperson shall be passed through in the full 
amount itemized on the statement of reimbursable ex­
penses submitted to the mortgage lender prior to closing; 
and 

6. Any reimbursement passed through by the real 
estate broker to a non-salaried salesperson shall be in 
addition to any real estate commission generated by the 
sales transaction to which the specific mortgage services 
related and was paid to the salesperson. 

(e) The mortgage lender shall give a copy of the itemized 
Jist of reimbursable services, that was received from the real 
estate broker pursuant to (b )2 above, to the borrower prior 
to closing and shall retain a copy on file for at least three 
years following the closing of the loan. 

Supp. 11-4-02 
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(f) If a licensee files a complete application for renewal 
of his or her license on or before the expiration date of any 
biennial licensing period, the licensee may continue to trans­
act business without interruption until such time as he or 
she is notified that his or her application for renewal has 
been denied or that his or her license has been suspended 
or revoked. An application is complete if it is in proper form 
and includes the necessary fees. 

Amended by R.l999 d.l91, effective June 21, 1999 (operative July 21, 
1999). 

See: 30 N.J.R 1658(a). 31 N.J.R. 1609(a). 
In (a), changed New Jersey Licensed Lenders Act reference; inserted 

new (b) through (d); and recodified former (b) as (e). 
Amended by R.2002 d.353, effective November 4, 2002. 
See: 34 N.J.R. 1775(a), 34 N.J.R. 3795(a). 

Rewrote (a); added a new (d); recodified former (d) and (e) as (e) 
and (f). 

3:15-2.2 Application for an initial license 

(a) A person applying for an initial license pursuant to 
the Act shall submit the following: 

15-8 

1. A completed application form as prescribed by the 
Commissioner which shall include the following: 

i. The true name of the applicant conforming to 
N.J.S.A. 17:11C-22(a) and no more than three trade 
names or alternate names conforming to N.J.A.C. 
3:15-1.4 and 1.5 to be utilized; 

ii. The location of the principal New Jersey place of 
business, except for a sales finance company that shall 
notify the Department of its principal New Jersey place 
of business if it has an office in this State, or shall notify 
the Department of its principal place of business in 
another state if it does not have an office in this State; 

iii. Information regarding officers and stockholders; 

iv. The name and address of the applicant's regis­
tered agent in this State; 

v. Information regarding incorporation, registration, 
and authorization to do business in this State; and 

vi. The applicant's Federal Tax Identification Num­
ber or Social Security Number, as applicable; 

2. Certified consent certificates permitting the De­
partment to make inquiries to the New Jersey State Police 
as to any information it may have on file with respect to 
the applicant, that is, the person, sole proprietor, part­
ners, members and managers of a limited liability compa­
ny, corporate officers, directors and shareholders owning 
10 percent or more of the shares of the corporation. The 
Department may make such inquiries on the basis of 
answers to questions in the application or on the basis of 
any other information which the Department receives that 
would make such an inquiry relevant to the decision on 
the application; 

-
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3. All applications for a mortgage banker license, 
correspondent mortgage banker license, mortgage broker 
license or a secondary lender license shall be accompa­
nied by: 

i. An original executed bond, on bond forms issued 
by the Department, from a surety company authorized 
to do business in this State, which bond meets the 
requirements of N.J.A.C. 3:15-3.1; or 

ii. A letter from a surety company authorized to do 
business in this State stating that the applicant has 
satisfied all the requirements for the issuance of a 
surety bond, which meets the requirements of N.J.A.C. 
3:15-3.1. 

4. All applications for a corporate, partnership, limit­
ed liability company or sole proprietorship license as a 
mortgage banker, correspondent mortgage banker, mort­
gage broker, secondary lender or consumer lender shall 
include an unqualified audited financial statement pre­
pared by a certified public accountant or a public accoun­
tant, in good standing, demonstrating proof of net worth 
as specified in N.J.S.A. 17:11C-14 (mortgage bankers, 
correspondent mortgage bankers and mortgage brokers), 
N.J.S.A. 17:11C-15 (secondary lenders), and N.J.S.A. 
17:11C-16 (consumer lenders); 

5. An application for a corporate license by a corpora­
tion organized under the laws of this State shall be 
accompanied by a copy of the applicant's Certificate of 
Incorporation as filed with the New Jersey Department of 
Treasury, Division of Revenue. A foreign corporation 
shall submit a copy of its Certificate of Incorporation 
from the state where it is incorporated, and a copy of its 
Certificate of Authority to do business in this State ap­
proved by the New Jersey Department of Treasury, Divi­
sion of Revenue. If an alternate name is to be utilized, a 
copy of the registration of that name with the New Jersey 
Department of Treasury, Division of Revenue shall be 
provided; 

6. An application for a sole proprietorship or partner­
ship license where a trade name is to be used shall be 
accompanied by a trade name certificate filed with the 
County Clerk's office in the county in which the licensee 
is to be located, and any filing made with the New Jersey 
Department of Treasury, Division of Revenue. An appli­
cation for a limited liability company license shaD be 
accompanied by a copy of the applicant's Certificate of 
Formation as filed with the New Jersey Department of 
Treasury, Division of Revenue. A foreign limited liability 
company shall submit a copy of its formation document 
from the state where it was established. If an alternate 
name is to be utilized, a copy of the registration of that 
name with the New Jersey Department of Treasury, Divi­
sion of Revenue shall be provided; 

7. In the case of a person seeking an initial license as 
a secondary lender or consumer lender, an unqualified 
audited financial statement prepared by a certified public 

3:15-2.3 

accountant or a public accountant, in good standing, 
demonstrating proof of liquid assets as specified by 
N.J.S.A. 17:11C-15 and 17:11C-16, as applicable; 

8. A copy of the deed, lease or rental agreement for 
the principal place of business, or a letter of intent for 
such a document. If a letter of intent is submitted, an 
executed copy of the document shall be provided within 
60 days of approval of the application; 

9. The biennial license fee as specified in N.J.A.C. 
3:15-4.3; 

10. The application fee as specified in N.J.A.C. 
3:15-4.2; and 

11. A completed branch office application as specified 
in N.J.A.C. 3:15-2.3, if applicable. 

(b) Prior to being licensed, each applicant for an individ­
ual or sole proprietor license as a mortgage banker, corre­
spondent mortgage banker, mortgage broker or a secondary 
lender shall pass an examination administered in accordance 
with NJ.A.C. 3:15-2.9. 

(c) Prior to being licensed, each applicant for a mortgage 
banker, correspondent mortgage banker, mortgage broker, 
or secondary lender license shall provide the Department 
with an original executed bond, on bond forms issued by the 
Department, from a surety company authorized to do busi­
ness in this State, which meets the requirements of N.J.A.C. 
3:15-3.1. 

New Rule, R.l997 d.257, effective June 16, 1997. 
See: 29 NJ.R. 1489(a), 29 N.J.R. 264J(a). 

Former section recodified to N.J.A.C. 3:15-2.6. 
Amended by R.2002 d.353, effective November 4, 2002 
See: 34 N.J.R. 1775(a), 34 NJ.R. 3795(a). 

Rewrote the section. 

3:15-2.3 Branch offices; branch licensing requirement; 
initial branch licensing application 

(a) Prior to conducting activities as a mortgage banker, 
correspondent mortgage banker, mortgage broker, second­
ary lender, consumer lender or sales finance company from 
a branch office in this State, or from a branch office outside 
this State from which the licensee has direct contact with 
New Jersey consumers regarding origination or brokering, 
the licensee shall obtain a license for the branch office from 
the Department. 

(b) The application for a branch office license shall in­
clude the following: 

1. The true name of the licensed entity and no more 
than three trade names or alternate names conforming to 
N.J.A.C. 3:15-1.4 and 1.5; 

2. The address of the principal New Jersey place of 
business; 

3. The addresses of all branches to be licensed and a 
copy of the deed, lease or rental agreement for each, or a 

JS-9 Supp. 11-4-02 
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letter of intent for such a document. If a letter of intent is 
submitted, an executed copy of the document shall be 
provided within 60 days of approval of the application; 

4. A branch application fee as required by N.J.A.C. 
3:15-4.2; and 

5. The branch license fee as specified in N.J.A.C. 
3:15-4.3. 

(c) A licensee does not need to obtain a branch office 
license for an attorney's office merely because loans are 
closed there and fees are received there incident to the loan 
closing. 

(d) The Commissioner shall determine whether the pro­
posed branch is in a suitable location in determining wheth­
er to approve a branch application. The Commissioner 
shall consider the following factors in determining whether a 
location is suitable: 

1. The location shall conform to all local ordinances 
and zoning requirements; 

2. The location shall be reasonably accessible to the 
public; 

3. Any signage proposed for the location shall clearly 
identify the licensee; 

4. The location shall be reasonably free of noise and 
other distractions so as to permit customers to give 
appropriate consideration to the loan transaction; and 

5. A residence shall not be considered a suitable 
location unless the applicant submits acceptable proof 
(which shall include at a minimum, a floor plan and 
related photographs) that the office would be separate 
from the residential area and conveniently accessible to 
all consumers through a separate business entrance. 

(e) If an applicant for a branch license meets the require­
ments of this section and N.J.S.A. 17:11C-9, the Commis­
sioner shall issue the branch license within 30 days of the 
receipt of the application. 

(f) Branch office arrangements shall be restricted as fol­
lows: 

1. A branch office shall not be a separate business 
entity. If an office of another entity is purchased by or 
merged into a licensed lender, the licensed lender shall 
file for a branch office license. The filing shall include 
documentation evidencing the acquisition and/or merger 
of that entity into the surviving licensed entity; 

2. A branch office shall not pay its own operating 
expenses. Operating expenses shall include, but are not 
limited to, compensation of branch office employees, and 
payments for equipment, furniture, office rent, and other 
similar expenses incurred in operating a mortgage lending 
business; 
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3. A branch office shall not maintain a banking ac­
count or accounts for the payment of expenses of that 
branch that is separate from the account or accounts of 
the licensee; 

4. A branch office shall not maintain contractual rela­
tionships with vendors for items such as leases, tele­
phones, utilities, and advertising in the name of the 
branch office; 

5. A branch office shall not maintain lines of credit, 
warehouse agreements, or other investor agreements that 
are separate from those of the licensee; and 

6. A branch office shall not indemnify the licensed 
lender against damages incurred from any apparent, ex­
press, or implied agency representation by or through the 
branch office's actions. 

New Rule, R 1997 d.257, effective June 16, 1997. 
Sec:: 29 N.J.R. 1489(a). 29 N.J.R. 2641(a). 
Recodified from NJ.A.C. 3:15-2.4 and amended by R.2002 d.353 , 

effective November 4, 2002. 
See: 34 N.J.R. 1775(a), 34 NJ.R. 3795(a). 

Rewrote the section. Former N.J.A.C. 3:15-2.3, Application for 
renewal of a license, recodified to N.J.A.C. 3:15-2.4. 

3:15-:ZA Application for renewal of a license 

(a) A person who holds in good standing a license as a 
licensed lender with authority to act as a mortgage banker, 
correspondent mortgage banker, mortgage broker, second­
ary mortgage lender, consumer lender or sales finance com­
pany who seeks to renew a license pursuant to this section 
shall submit the following in connection with the renewal 
application: 

1. A completed renewal application form as pre­
scribed by the Commissioner which shall include the 
following: 

i. The name of the applicant; 

ii. The location of the principal place of business of 
the applicant; 

iii. A certification that the applicant has bond cov­
erage as specified in NJ.A.C. 3:15-3.1, and net worth 
as specified by N.J.S.A. 17:11C-14 of the Act, in the 
case of a mortgage banker, correspondent mortgage 
banker, mortgage broker; or a certification that the 
applicant has bond coverage as specified in N.J.A.C. 
3:15-3.1, and net worth and liquid assets as specified in 
N.J.S.A. 17:11C-15, in the case of a secondary mort­
gage lender; or a certification that the applicant has net 
worth and liquid assets as specified in N.J.S.A. 
17:11C-l6, in the case of a consumer lender; and 

iv. The biennial license fee as specified in N.J.AC. 
3:15-4.3. 

New Rule, R.l997 d.257, effective June 16, 1997. 
See: 29 N.J.R. 1489(a), 29 N.J.R. 2641(a). 
Recodified from N.J.A.C. 3:"15-2.3 and amended by R.2002 d.353 • 

effective November 4, 2002. 
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See: 34 N.J.R. tn5(a), 34 N.J.R. 3795(a). 
Rewrote the section. Former N.J.A.C. 3:15-2.4, Branch offices; 

branch licensing requirement; initial branch licensing application, reco­
dified ttl N.J.A.C. 3:15-2.3. 

3:15-2.5 Branch offices; renewal of branch licenses 

(a) A licensee in good standing who holds a license for a 
branch or branches with authority for the conduct of the 
business of a mortgage banker, correspondent mortgage 
banker, mortgage broker, secondary mortgage lender, con­
sumer lender or sales finance company who wishes to renew 
a branch license pursuant to this section shall submit the 
following in connection with the re~ewal application: 

1. A completed renewal application form as pre­
scribed by the Commissioner which shall include the 
following for each branch to be renewed: 

i. The true name of the licensed entity and all trade 
names or alternate names conforming to N.J.A.C. 
3:15-1.4 or 1.5 to be utilized; 

ii. The address of the principal New Jersey place of 
business; and 

iii. The address of each branch whose license is 
being renewed; and 

2. The branch licensing fee as specified in N.J.A.C. 
3:15-4.3. 

New Rule, R.l997 d.257, effective June 16. 1997. 
See: 29 NJ.R. 1489(a), 29 N.J.R. 2641(a). 
Amended by R.2002 d.353, effective November 4, 2002. 
See: 34 N.J.R. 1775(a), 34 NJ.R. 3795(a). 

Rewrote (a); deleted (b) and (c). 

3:15-2.6 Late renewal of licenses; late tiling fees; 
reinstatement fees 

(a) A person who submits a renewal application after the 
expiration of the license, but no later than 45 calendar days 
after such expiration, may renew by paying the license fee as 
specified in N.J.A.C. 3:15-4.3 and paying a penalty for late 
filing of $500.00. 

(b) A person who submits a renewal application later 
than 45 but no more than 90 calendar days following the 
expiration of the license shall be required to submit an 
application for reinstatement of the license. Such applica­
tion for reinstatement shall be on a form as prescribed by 
the Commissioner and shall be accompanied by the license 
fee as specified in N.J.A.C. 3:15-4.3 and a $700.00 reinstate­
ment fee per license. 

(c) A person who submits a renewal application later 
than 90 days following the expiration of the license shall be 
treated as a new licensee and be required to submit an 
application with application and license fees as specified in 
N.J.A.C. 3:15-4. 

3:15-2.7 

(d) The fees set forth in this section shall be as specified 
in (a), (b) and (c) above regardless of the number of 
authorities of the licensee. 

(e) Payment of the fees under (a), (b) and (c) above shall 
be submitted in the form of a check made payable to 
"Treasurer-State of New Jersey." 

(t) The date of submission for this subsection shall be the 
date the application is stamped received by the Department. 
If the licensee has proof of mailing issued by the post office 
or a pick-up receipt from a delivery service, that date shall 
be considered the date of submission. 

(g) The fact that a person submits an application for 
renewal of a license following the expiration of the licensing 
period does not authorize that person to engage in any 
activity subject to licensure without having a properly re­
newed license. The Department may take administrative 
action against anyone who engages in a licensed activity 
without being properly licensed. 

Recodified from 3:15-2.2 by R.l997 d.2S7, effective June 16, 1997. 
See: 29 N.J.R. 1489(a), 29 N.J.R. 2641(a). 
Amended by R.2002 d.353, effective November 4, 2002. 
See: 34 NJ.R. 1775(a), 34 NJ.R. 3795(a). 

Rewrote the section. 

3:15-Z.7 Inactive license status; fee 

(a) A person holding an individual license in good stand­
ing with authority as a mortgage banker or correspondent 
mortgage banker or mortgage broker and/or as a secondary 
lender may apply to the Department, either at the time of 
license renewal or at any time during a biennial period 
during which the individual license is active, to place that 
license in inactive status by paying the appropriate fee and 
by completing an inactive license status request form as 
prescribed by the Commissioner. 

(b) A person holding a sole proprietorship license with 
authority as a mortgage banker or correspondent mortgage 
banker or mortgage broker and/or secondary lender in good 
standing may apply to the Department, either at the time of 
license renewal or at any time during a biennial period 
during which the sole proprietorship license is active, to 
place his individual right to licensure, but not the right of 
the sole proprietorship entity, in inactive status by paying 
the appropriate fee and by completing an inactive status 
request form as prescribed by the Commissioner. 

(c) A person may keep his or her individual license and a 
person licensed as a sole proprietorship may keep his or her 
personal right to licensure but not the sole proprietorship 
licensure in inactive status for a period not to exceed three 
biennial license periods without becoming subject to re­
examination, provided that: 

1. A fee of $200.00 per biennial licensing period is 
paid; and 
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2. The person is employed without significant break 
by another licensee in the mortgage banking business; 
correspondent mortgage banking business, mortgage bro· 
kering business or secondary lending business, or by a 
depository institution in this state provided that he or she 
works primarily in residential mortgage lending. For the 
purposes of this subsection, a significant break shall not 
exceed 120 days in any biennial licensing period. 

(d) A person who holds an inactive individual license may 
reactivate the individual license by submitting an individual 
license reactivation form as prescribed by the Commissioner 
to the Department, including the payment of the appropri­
ate license fee as set forth in N.J.A.C. 3:15-4.3, a $200.00 
reactivation fee and proof of continuous employment as 
defined in (c) above. 

New Rule, R.l997 d.2.'i7, effe1:tive June 16, 1997. 
See: 29 NJ.R. 1489(a), 29 N.J.R. 2641(a). 
Amended by R.2002 d.353. effective November 4, 2002. 
See: 34 NJ.R. 1775(a), 34 N.J.R. 379S(a). 

Rewrote the sec:tion. 

3:15-2.8 Conversion of mortgage banking, correspondent 
mortgage banking, and mortgage brokering 
licenses 

(a) A person licensed, in good standing, as a mortgage 
banker shall submit the following to convert from a mort­
gage banker to a correspondent mortgage banker, and a 
person licensed, in good standing, as a correspondent mort­
gage banker shall submit the following to convert from a 
correspondent mortgage banker to a mortgage banker: 

1. The original license, the licenses of all branch 
offices, the licenses of all licensed individuals and the 
certificates of all registered mortgage solicitors; 

2. A completed conversion form, which shall include 
the name and address of the licensee, the requested date 
of conversion and a copy of the licensee's most recent 
annual report of tangible net worth filed pursuant to 
N.J.A.C. 3:15-6.16; 

3. For a conversion to a correspondent mortgage 
banker, a signed affidavit from the president or other 
principal who owns, controls or votes 25 percent or more 
of the stock of the licensee, a general partner, a managing 
member or the sole proprietor stating that the licensee 
will not hold or service mortgage loans for more than 90 
days in the regular course of business; and 

4. A conversion fee of $300.00 plus $50.00 for each 
branch license, $50.00 for each licensed individual and 
$10.00 for each registered mortgage solicitor. 

(b) A licensee shall submit the following to convert from 
a mortgage banker or a correspondent mortgage banker to a 
mortgage broker, or from a mortgage broker to a mortgage 
banker or a correspondent mortgage banker: 

1. The original license, the licenses of all branch 
offices, the licenses of all licensed individuals and the 
certificates of all registered mortgage solicitors. 
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2. A completed conversion form, which shall include 
the name and address of the licensee, the requested date 
of conversion and a copy of the licensee's most recent 
annual report of tangible net worth filed pursuant to 
N.J.A.C. 3:15-6.16; 

3. For a conversion to a mortgage broker, a signed 
affidavit from the president or other principal who owns, 
controls or votes 25 percent or more of the stock of the 
licensee, a general partner, a managing member or the 
sole proprietor stating that the licensee will not issue 
commitments or lock-ins in its name, will not close mort­
gage loans in its name, and will only charge borrowers 
application fees and discount points; and 

4. A conversion fee of $300.00 plus $50.00 for each 
additional branch office and $50.00 for each licensed 
individual and $10.00 for each registered mortgage solici­
tor. 

(c) The Department shall approve an application for 
conversion of a license that complies with (a) or (b) above 
so long as the licensee satisfies the tangible net worth 
requirement for the license sought, or the license sought has 
the same or a lesser tangible net worth requirement as the 
tangible net worth requirement of the license held by the 
licensee. 

New Rule, R.l997 d.257, effective June 16, 1997. 
See: 29 N.J.R. 1489(a), 29 NJ.R. 2641(a). 
Amended by R.2002 d.353, effective November 4, 2002. 
See: 34 N.J.R. 1775(a), 34 N.J.R. 3795(a). 

Rewrote (a) and (b). 

3:15-1.9 Examination for licensure as a mortgage banker, 
correspondent mortgage banker, mortgage broker 
or secondary lender 

(a) An applicant for an individual license with authority 
as a mortgage banker, correspondent mortgage banker, 
mortgage broker or secondary lender in affiliation with an 
entity similarly licensed or applying for such licensure and 
an applicant for a sole proprietorship license with any of 
these authorities must take and pass a written examination 
as a condition for licensure. 

(b) The examination shall be prepared by the Depart­
ment and/or an entity designated by the Department and 
shall cover the following topics: 

1. The contents of Federal and State legislation and 
regulations on mortgage banking, correspondent mort­
gage banking, mortgage brokering and secondary mort­
gage lending, as applicable; 

2. New Jersey real estate laws; 

3. Basic knowledge of mortgage documents; and 

4. Related State and Federal legislation such as the 
Real Estate Settlement Procedures Act, the Equal Credit 
Opportunity Act, and Regulation Z. 

New Rule. R.l997 d.257, effective June 16, 1997. 
See: 29 N.J.R. 1489(a). 29 NJ.R. 2641(a). 
Amended by R.2002 d.353. effective November 4, 2002. 
See: 34 NJ.R. 177S(a), 34 NJ.R. 379S(a). 

Rewrote the section. 

Supp. 11-4-02 lS-12 

u 

• 



c 

UCENSED LENDERS 

3:15-2.10 No waiver of examination 

The Department shall not grant a waiver of the examina­
tion for licensure as a mortgage banker, correspondent 
mortgage banker, mortgage broker, or secondary lender 
except for those whose license is in an inactive status as 
provided in N.J.A.C. 3:15-2.8. 

New Rule. R.l997 d.257, effective June 16, 1997. 
See: 29 N.J.R. 1489(a), 29 NJ.R. 2641{a). 

3:15-l.ll Failure to pass the examination 

(a) An applicant who fails to pass the examination for 
licensure required by N.J.A.C. 3:15-2.9 within 180 days of 
the receipt of the application shall be deemed to have 
withdrawn his or her application. An applicant who passes 
the examination but does not complete all of the require­
ments for the license within 180 days of passing the exami­
nation shall be deemed to have withdrawn his or her 
application. An applicant who fails the examination twice 
shall be prohibited from taking the examination for 180 days 
from the date of the second examination. An applicant who 
fails the examination a third or subsequent time shall be 
prohibited from taking the examination for 365 days from 
the date of the third or subsequent examination. 

New Rule, R.t997 d.257, effective June IC, 1997. 
See: 29 N.J.R. 1489(a). 29 N.J.R. 264l(a). 

3:15-2.12 Responsibilities and replacement of the entity's 
licensed natural person 

(a) If a natural person upon whom a corporation, part­
nership, association, limited liability company or other entity 
relies for its license pursuant to NJ.S.A. 17:11C-3 discontin­
ues his or her affiliation or employment with such entity for 
any reason whatsoever, the entity may continue to operate 
under its license for a period of 90 calendar days or for such 
other extended period as the Commissioner determines 
necessary for the entity to replace that natural person with 
another licensed natural person provided that the entity 
notifies the Department within 10 days following the date 
that the natural person discontinues his or her affiliation or 
employment with the entity. 

(b) The individual licensee upon whom a licensed lender 
entity license is dependent shall be fully qualified by passing 
the written examination required by N.J.A.C. 3:15-2.9 and 
shall be responsible to perform the following: 

1. Supervise the operations of the licensed office(s) to 
ensure that the business is being conducted in compliance 
with all applicable State and Federal laws and regulations; 

2. Supervise the prompt review and response to De­
partment communications relating to consumer com­
plaints and inquiries regarding the licensee's licensed 
activities; 

3. Supervise the prompt review and response to De­
partment communications relating to on-site examina­
tions, including, but not limited to, requests for schedul-

3:15-2.13 

ing, responses to examination findings and responses to 
directives arising from examinations; 

4. Ensure the proper completion and timely submis­
sion of the required licensee annual report filing as weU 
as any other special reports or surveys that may, from 
time to time, be requested by the Department; 

5. Ensure that license renewals and other licensing 
matters such as new branch office applications, changes of 
address, changes of name, change of control, change of 
business style, and requests for additional license authori­
ties are submitted to the Department on the appropriate 
forms and accompanied by the required documentation 
and fees; 

6. Have and maintain sufficient knowledge of all ap­
plicable Federal and State statutes and rules; and 

7. Ensure that all employees required to be registered 
as mortgage solicitors are properly registered with the 
Department and that copies of the certificates issued for 
each solicitor are maintained at the licensed office(s). 

New Rule, R.l997 d.257, effective June 16, 1997. 
See: 29 N.J.R. 1489(a), 29 NJ.R. 2641(a). 
Amended by R.2002 d.353, effective November 4, 2002. 
See: 34 N.J.R. 177S(a), 34 NJ.R. 379S(a). 

In (a), added the paragraph identifier and inserted "limited liability 
company" following "association"; added (b). 

3:15-2.13 Registration of mortgage solicitors 

(a) Before an individual may act as a mortgage solicitor 
for a person licensed as a mortgage banker, correspondent 
mortgage banker or mortgage broker, that individual shall 
be registered with the Department in affiliation with that 
licensee. A mortgage solicitor shall not be registered in 
affiliation with more than one licensee at the same time. 

(b) To register a mortgage solicitor, the prospective em­
ploying mortgage banker, correspondent mortgage banker 
or mortgage broker shall submit the following to the De­
partment: 

1. A completed registration form, which shall include 
the mortgage solicitor's name, birth date, social security 
number, residence address, the name of the employing 
licensee; and 

2. A $100.00 registration fee. A mortgage solicitor 
who changes employing mortgage broker, correspondent 
mortgage banker or mortgage broker within the two-year 
registration period shall be re-registered by the new em­
ploying licensee by filing a new registration form with the 
$100.00 fee. The employing licensee may obtain a dupli­
cate certificate for $15.00 in the event the original certifi­
cate is lost or destroyed. 

3. Any additional information requested of a specific 
applicant by the Department. 

(c) The Department shall provide all employing licensees 
with a mortgage solicitor registration certificate for each 
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solicitor that shall be renewable every two years. The regis­
tration shall run from July 1, 1997 to June 30, 1999 and for 
two-year intervals thereafter. For renewal, the licensee shall 
pay the $100.00 fee for each mortgage solicitor and submit 
such forms as requested by the Commissioner. 

(d) The registration certificate shall contain the name of 
the mortgage solicitor, the name of the employing licensee, 
and the address of the principal office of the employing 
licensee. The employing licensee shall either: 

l. Display the registration certificate at the office or 
work station of the mortgage solicitor; or 

2. Maintain the registration certificates in a binder or 
similar device provide~ that the licensee posts a sign at 
the office or work station of the mortgage solicitor indi­
cating that the registration certificates are available for 
public inspection upon request. 

(e) Within 30 calendar days after a mortgage solicitor 
ceases his or her affiliation with a licensee, the licensee shall 
return the registration certificate to the Department. It is 
not necessary for a licensee to return the registration certifi­
cate of a mortgage solicitor who changes from one branch 
location of the licensee to another branch office of that 
licensee. 

(f) The Commissioner shall refuse to register any person 
who changes affiliation two or more times in the calendar 
year, if the Commissioner determines that the change is for 
the purpose of evading the licensing requirements of the 
Act. 

New Rule, R.l997 d.257, effe(.:tive June 16, 1997. 
See: 29 N.J.R. 1489(a), 29 N.J.R. 2641(a). 
Amended by R.2002 d.353, effective November 4, 2002. 
See: 34 NJ.R. 1775(a), 34 N.J.R. 3795(a). 

Rewrote (a); in (b)2. rewrote the first sentence, 11ubstituted "$100.00" 
for "$50.00" throughout, sub!ltituted "$15.00" for "$10.00" in the lu.'t 
sentence, and added 3; in (c). inserted "for each solicitor" following 
"registration certificate" in the first sentence and inserted a third 
sentence. 

3:15-2.14 Change of control 

(a) A licensee shall file a request for approval whenever a 
change of control of direct ownership of 25 percent or more 
of the licensee is planned. The change of control request 
shall be submitted at least 60 days prior to the anticipated 
sale date and shall include: 

1. A fully executed change of control form as pre­
scribed by the Commissioner; 

2. A copy of the executed stock purchase agreement 
or other agreement evidencing the proposed sale; 

3. A fee in the amount of $100.00; 
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4. A copy of the corporate resolution providing that 
existing officers and/or directors cease to hold positions 
and that new officers or directors are appointed, if appli­
cable; and 

S. Certified consent certificates as set forth in 
N.J.A.C. 3:15-2.2(a)2 for each new officer, director, part­
ner, member or stockholder resulting from the change of 
control. 

New Rule, R.2002 d.353, effective November 4, 2002. 
See: 34 N.J.R. 1775(a), 34 NJ.R. 3795(a). 

3:15-2.15 Discontinuation of licensed lender business 
activity 

(a) When a licensed lender with authority to act as a 
mortgage banker, correspondent mortgage banker, mortgage 
broker or secondary mortgage lender discontinues its li­
censed business operations in New Jersey, the licensed 
lender shall: 

1. Surrender the entity's current principal office li­
cense as well as the license of each affiliated supervisory 
individual, branch office, and the certificates of all regis­
tered mortgage solicitors, if any; 

2. Identify, in writing, if there are any New Jersey 
residential mortgage loans being processed and provide 
the total number of any such loans together with the 
consumer's names and addresses and the property address 
for each loan; 

3. Identify, in writing, the number of New Jersey 
residential mortgage loans being processed that have 
scheduled closing dates and such dates and provide the 
consumers' names and addresses and the property address 
for each loan; 

4. Identify, in writing, the location of the loan files of 
pending New Jersey residential loan applications; 

5. Identify, in writing, the location of other loan files 
required to be maintained under New Jersey law and 
regulations; 

6. Identify, in writing, any arrangements that have 
been made to have other entities take over Joan files 
together with complete information on the name, address, 
telephone number, and contact person of entities involved 
in such arrangements; 

7. Identify, in writing, the name and telephone num­
ber of person(s) within the licensee's operation designated 
to handle consumer problems that may arise; 

8. Satisfy all outstanding obligations owed to the De­
partment; and 
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9. Satisfy all filing requirements including the final 
annual report which report shall be for the year in which 
the licensed lender discontinues its licensed business oper­
ations in New Jersey. 

(b) When a licensed lender with authority to act as a 
consumer lender or sales finance company discontinues its 
licensed business operations in New Jersey, the licensed 
lender shall: 

1. Surrender the entity's current principal office li­
cense as well as the license of each branch office; 

2. Identify, in writing, if there are any New Jersey 
consumer loan installment sales contracts or charge ac­
count agreements being processed and provide the total 
number of any such transaction together with the consum­
ers' names and addresses for each transaction; 

3. Identify, in writing, the location of loan or agree­
ment files required to be maintained under New Jersey 
law and regulations; 

4. Identify, in writing, any arrangements that have 
been made to have other entities take over loan or 
agreement files together with complete information on 
the name, address, telephone number, and contact person 
of entities involved in such arrangements; 

5. Identify, in writing, the name and telephone num­
ber of person(s) within the licensee's operation designated 
to handle any consumer problems that may arise; 

6. Satisfy all outstanding obligations owed to the De­
partment; and 

7. Satisfy all filing requirements including the final 
annual report which report shall be for the year in which 
the licensed lender discontinues its licensed business oper­
ations in New Jersey. 

New Rule, R.2002 d.3S3, effective November 4, 2002. 
See: 34 N.J.R. 1775(a), 34 N.J.R. 3795(a). 

3:15-2.16 Licensee notification requirements 

(a) A licensee shall notify the Department in writing 
within 15 days of the occurrence of any of the following: 

1. Upon each arrest, indictment or conviction of the 
licensee, or of any officer, director, partner, member, 
owner or substantial stockholder of the licensee in this 
State, in another state, or in any Federal jurisdiction for 
any offense, crime or misdemeanor, except for a motor 
vehicle violation; 

2. Upon each revocation, denial, suspension or re­
straint of a business or professional license, registration, 
certificate or other right to engage in business issued to 
the licensee, or to any officer, director, partner, member, 
owner or substantial stockholder of the licensee, or to any 
affiliate thereof, by this State, by another state, by the 
Federal government, or by any agency or instrumentality 
thereof; 
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3. Upon filing a petition of bankruptcy or reorganiza­
tion by the licensee, or by any officer, director, partner, 
member, owner or substantial stockholder of the licensee, 
or by any affiliate thereof; 

4. Upon the fining, penalizing or disciplining of the 
licensee, or any affiliates, by this State, by another state, 
by the Federal government, or by any agency or instru­
mentality thereof; and 

5. Upon the involvement of the licensee, or any offi­
cer, director, partner, member, owner or substantial stock­
holder of the licensee, or any affiliate thereof, in any 
activity that may have a substantial impact on the ability 
of a licensee to engage in the licensed activity in a 
prudent or worthy manner. 

New Rule, R.2002 d.353, effet.1ive November 4, 2002. 
See: 34 N.J.R. 1775(a), 34 N.J.R. 3795(a). 

SUBCHAPTER 3. BONDING 

3:15-3.1 Bond requirements 

(a) A person who seeks an initial licensed lender license 
with authority as a mortgage banker, correspondent mort­
gage banker, mortgage broker or secondary lender shall 
obtain a surety bond in the following initial amount: 

1. One authority-$100,000; 

2. Two authorities-$150,000. 

(b) Following the submission of each annual report, li­
censed lenders with authority as a mortgage banker, corre­
spondent mortgage banker or secondary lender shall in­
crease the amount of the surety bond based on the following 
closed loan volumes and provide proof thereof to the De­
partment within 30 days of the submission of the report. 

1. One authority: 

i. Closed loan volume: $0 to $50,000,000 $100,000; 
ii. Closed loan volume: $50,000,001 to 

$75,000,000 $150,000; 
iii. Closed loan volume: $75,000,001 to 

$100,000,000 $200,000; 
iv. Closed loan volume: $100,000,001 and over $250,000. 
2. Two authorities: 
i. Closed loan volume: $0 to $50,000,000 $150,000; 
ii. Closed loan volume: $50,000,001 to 

$75,000,000 $200,000; 
iii. Closed loan volume: $75,000,001 to 

$100,000,000 $250,000; 
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iv. Closed loan volume: $100,000,001 and over $300,000. 

(c) Following the submission of each annual report, li­
censed lenders with authority only as a mortgage broker 
shall be required to increase the amount of the surety bond 
based on the following schedule relating to the number of 
mortgage loan applications taken and provide proof thereof 
to the Department within 30 days of the submission of the 
report. 

1. Applications taken: 0 to 100 
2. Applications taken: 101 'to 300 
3. Applications taken: 301 to 500 
4. Applications taken: 501 and over 

Amended by R.2002 d.353, effective November 4, 2002. 
See: 34 N.J.R. 1775(a), 34 NJ.R. 3795(a). 

Rewrote the ~reetion. 

3:15-3.2 Beneficiaries of bond coverage 

$100,000; 
$150,000; 
$200,000; 
$250,000. 

The bond shall run to the State, pro rata, for the benefit 
of consumers injured by the wrongful act, omission, default, 
fraud or misrepresentation of the mortgage banker, corre­
spondent mortgage banker, mortgage broker, mortgage so­
licitor or secondary lender in the course of activity autho­
rized by the license, and for the benefit of the Department 
for unpaid examination bills, unpaid penalties and any other 
unpaid obligation of the mortgage banker, correspondent 
mortgage banker, mortgage broket· or secondary lender to 
the Department, including, but not limited to, returned 
items submitted to the Department in payment of bills, 
penalties, charges or fees. 

New Rule, R.l997 d.257. effective June 16, 1997. 
See: 29 N.J.R. 1489(a), 29 NJ.R. 2641(a). 

3:1.5-3.3 Coverage of the bond; compensable claims 

(a) The surety company shall pay consumers claims based 
on the damages directly incurred by the wrongful act, de­
fault, fraud or misrepresentation of the mortgage banker, 
correspondent mortgage banker, mortgage broker or sec­
ondary lender. 

(b) If a mortgage banker, correspondent mortgage bank­
er, or mortgage broker is authorized to act as a secondary 
lender, or vice versa, the bond shall provide that the entire 
amount of the bond is available to the Department for 
claims related to either authorized activity. 

(c) Attorney's fees, pre- or post-judgment interest, court 
costs and similar charges are not recoverable through the 
bond, unless such charges are included in a final judgment 
against the mortgage banker, correspondent mortgage bank­
er, mortgage broker or secondary lender and the surety 
company was given prior notice of the court action and an 
opportunity to respond. 
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(d) A consumer may not recover third party charges for 
services that are necessary and transferable for future mort­
gage loan applications. 

(e) The bond shall not be payable for claims made by 
business creditors. 

(f) The bond shall not be payable for treble damage 
claims pursuant to the Consumer Fraud Act or any other 
State or Federal law. 

New Rule, R.l997 d.257, effective June 16, 1997. 
See: 29 N.J.R. 1489(a), 29 N.J.R. 2641(a). 

3:15-JA Original bond or rider required; changes In 
surety companies or bonds 

A mortgage banker, correspondent mortgage banker, 
mortgage broker or secondary lender shall submit to the 
Department the original executed surety bond or the origi­
nal rider to the original executed surety bond. If the 
mortgage banker, correspondent mortgage banker, mortgage 
broker or secondary lender changes its surety company or 
the bond is otherwise amended, the mortgage banker, corre­
spondent mortgage banker, mortgage broker or secondary 
lender shall immediately provide the Department with the 
amended original executed surety bond or the amended 
original rider to the original executed surety bond. 

New Rule, R.l997 d.257, effective June 16, 1997. 
See: 29 N.J.R. 1489(a), 29 N.J.R. 2641(a). 

3:15-3.5 Notice to Department required before cancelling 
bond coverage 

A surety company shall not cancel a bond for any cause 
unless written notice of its intention to cancel is filed with 
the Department at least 30 days before the day upon which 
cancellation shall take effect, and cancellation without such 
notice shall not be effective. 

New Rule, R.l997 d.257. effective June 16, 1997. 
See: 29 NJ.R. 1489(a), 29 NJ.R. 2641(a). 

3:15-3.6 Surety companies to notify Department of daims; 
claims payable only at the direction of the 
Department 

When a person submits a claim with a surety company 
against the bond of a mortgage banker, correspondent 
mortgage banker, mortgage broker or secondary lender, the 
surety company shall immediately notify the Department 
and shall not pay any claim unless and until it receives 
direction to do so from the Department. 

New Rule, R.l997 d.257. effe1.:tive June 16, 1997. 
See: 29 N.J.R. 1489(a), 29 NJ.R. 2641(a). 
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3:15-3.7 Publication of notices of bond claims by the 
Department 

When the Department receives notice from a surety 
company of a claim against a mortgage banker, correspon­
dent mortgage banker, mortgage broker or secondary lender 
that appears valid, a consumer is unable to obtain payment 
of a court judgement that was obtained against the mort~ 
gage banker, correspondent mortgage banker, mortgage 
broker or secondary lender for activities undertaken as a 
licensee, or the Department in its sole discretion otherwise 
determines it is necessary and proper to do so, the Depart· 
ment shall cause a notice to be published once a week for 
three successive weeks in a newspaper having general circu­
lation in the area where the mortgage banker, correspon· 
dent mortgage banker, mortgage broker or secondary lender 
conducts or conducted business advising consumers of their 
right to file claims against the bond. The Department is not 
required to publish notice when it has a claim against the 
bond for an examination charge or any other fee, charge or 
penalty if there are no consumer claims or complaints that 
appear valid and that may require payment from the bond. 
If the Department determines a notice is necessary, the 
notice shall be in the following form: 

NOTICE TO CONSUMERS 
TO ANY CONSUMER HAVING CLAIMS AGAINST 

(Name of Licensee), (Type of licensed activity, i.e., mort­
gage banker, correspondent mortgage banker, mortgage 
broker, or secondary lender) 

TAKE NOTICE that in order to provide a procedure for 
the orderly resolution of claims against the bond obtained 
by (Name of Licensee) for the benefit of any consumer 
injured by the wrongful act, default, fraud or misrepresen­
tation of (Name of Licensee), you are hereby required to 
present your claims against (Name of Licensee) at the 
following address: 

N.J. Department of Banking and Insurance 
Division of Banking 
Office of Consumer Finance 
20 West State Street, PO Box 040 
Trenton, NJ 08625-0040 

Each claim shall be presented in writing, specifying the 
amount claimed and the particulars of the claim, and shall 
be duly verified under oath or affirmation. 

TAKE FURTHER NOTICE that each person having 
claims against (Name of Licensee) should file a claim no 
later than (one month after last notice) or risk losing the 
opportunity to file a claim. 

Commissioner of Banking and Insurance 

New Rule, R.1997 d.257, effective June 16, 1997. 
See: 29 N.J.R. 1489(a), 29 N.J.R. 2641(a). 
Amended by R.2002 d.353, effective November 4, 2002. 
See: 34 N.J.R. 1775(a), 34 N.J.R. 3795(a). 

3:15-3.8 Priority of claims against bonds 
The Department shall review all timely claims made 

against the bond of a mortgage banker, correspondent 
mortgage banker, mortgage broker or secondary lender and 

3:15-4.3 

shall decide which claims are valid. All consumers with 
timely valid claims shall share pro rata in their claims 
against the bond. The Department shall then submit claims 
it has against the mortgage banker, correspondent mortgage 
banker, mortgage broker or secondary lender for unpaid 
examination charges or for other penalties, charges or fees 
to the surety company for payment. Consumers submitting 
claims after the filing date set forth in the published notice 
but before the expiration of the applicable statute of limita­
tions period shall recover next against the bond in the order 
that the claims are submitted. 

New Rule, R.l997 d.257, effective June 16, 1997. 
See: 29 NJ.R. 1489(a), 29 N.J.R. 2641(a). 

SUBCHAPTER 4. FEES 

3:15-4.1 Fees-general 
All fees shall be paid by a check made payable to 

"Treasurer-state of New Jersey." 

3:1.5-4.2 Application fee for an initial license 
(a) A person who is applying for an initial license for a 

principal office under the Act shall pay an application fee to 
the Department in the amount of $300.00 regardless of the 
number of authorities requested in the application. 

(b) A person who is applying for an initial branch office 
license under the Act shall pay an application fee to the 
Department in the amount of $200.00. 

(c) A licensee who subsequently applies for an additional 
authority shall pay an application fee for each such applica­
tion. 

(d) Application fees are non-refundable. 

Recodified from N.J.A.C. 3:1~.3 by R.2002 d.353, effective November 
4, 2002. 

See: 34 N.J.R. 1775(a), 34 NJ.R. 3795(a). 
Former N.J.A.C. 3:15-4.2, One-time administrative fee, repealed. 

3:15-4.3 License f~s 
(a) The license fees for licensed lenders are as follows: 

1. One authority for an individual, company and/or 
branch: biennial fee-$1,400; annual fee $700.00; 

2. Two authorities for an individual, company and/or 
branch: biennial fee-$2,800; annual fee $1,400; 

3. Three authorities for a company and/or branch: 
biennial fee-$4,200; annual fee $2,1.00; 

4. Four authorities for a company and/or branch: 
biennial fee-$5,600; annual fee $2,800. 

(b) Applicants shall pay the biennial fee if they apply for 
an initial license or to renew an existing license at renewal 
or during the first year of the biennial period. Applicants 
shall pay the annual fee if they apply for an initial license 
during the second year of the biennial period. 

15-14.3 Supp. 11-4-02 
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Recodified from N.J.A.C. 3:15-4.4 by R.2002 d.3S3, effective November 
4, 21102. 

See: 34 N.J.R. 1775(a). 34 N.J.R. 379S(a). 
In (a), updated fees. Former N.J.A.C. 3:15-4.3, Application fee for 

an initial license, is recodified to N.J.A.C. 3:15-4.2. 

SUBCHAPTER 5. TANGIBLE NET WORTH, NET 
WORTH, LIQUID ASSETS, INSOLVENCY 

3:15-5.1 Applicability of provisions 
The requirements of this subchapter shall apply to each 

corporation, partnership, limited liability company, or sole 
proprietorship that is licensed, or that is an applicant for a 
license, as a mortgage banker, correspondent mortgage 
banker, or mortgage broker and shall not apply to superviso­
ry individuals or individuals other than sole proprietors. 
The subchapter shall also apply to a person who is licensed, 
or who is an applicant for a license, as a secondary lender or 
a consumer lender. 

3:15-5.2 Accounting method for determining tangible net 
worth 

Tangible net worth and net worth shall be computed on 
the accrual basis of accounting. 

3:15-5.3 Requirement to achieve and maintain tangible 
net worth, net worth and liquid assets 

Each applicant for a license with authority as a mortgage 
banker, correspondent mortgage banker, mortgage broker, 
secondary lender or consumer lender shall achieve and 
maintain the tangible net worth, net worth, and liquid assets 
as required by N.J.S.A 17:11C-14, 15 and 16. 

Amended by R.2002 d.3S3, efft..'Ctive November 4, 2002. 
See: 34 N.J.R. 1775(a). 34 N.J.R. 3795(a). 

Rewrote the ~ection. 

3:15-5.4 Failure to maintain tangible net worth, net worth 
or liquid assets; action by the Department 

(a) If the tangible net worth of a mortgage banker, 
correspondent mortgage banker, or mortgage broker, or if 
the net worth or liquid assets of a secondary lender or 
consumer lender falls below the amounts required by 
N.J.S.A. 17:11C-14, 15 and 16, or if the mortgage banker, 
correspondent mortgage banker, mortgage broker, second­
ary lender or consumer lender is insolvent, the Department 
may take such action as it deems appropriate and necessary 
to protect the public. The action may include requiring the 
mortgage banker, correspondent mortgage banker, mortgage 
broker, secondary lender or consumer lender to operate 
pursuant to a Memorandum of Understanding, or directing 
the mortgage banker, correspondent mortgage banker, 
mortgage broker, secondary lender or consumer lender to 
submit and comply with a capital plan within a time frame 
established by the Department to attain the tangible net 
worth, net worth or liquid assets required by the Act. 

DEPT. OF BANKING 

(b) When considering whether to suspend, revoke or 
refuse to renew the license of a mortgage banker, corre­
spondent mortgage banker, mortgage broker, secondary 
lender or consumer lender who does not have the tangible 
net worth, net worth or liquid assets required by the Act, 
the Commissioner shall consider the following factors: 

1. How far the mortgage banker, correspondent mort­
gage banker, mortgage broker, secondary lender or con­
sumer lender is below the level of tangible net worth, net 
worth or liquid assets required by the Act; 

2. The size of any warehouse line or table funding 
agreement, the institution(s) providing this credit, and any 
correspondent relationship that a mortgage banker, corre­
spondent mortgage banker, mortgage broker, secondary 
lender or consumer lender may have with another finan­
cial institution; 

3. The number and amount of loans typically made or 
brokered by the mortgage banker, correspondent mort­
gage banker, mortgage broker, secondary lender or con­
sumer lender; 

4. The history of consumer complaints received by the 
Department concerning the mortgage banker, correspon­
dent mortgage banker, mortgage broker, secondary lender 
or consumer lender; 

5. Whether the mortgage banker, correspondent mort­
gage banker, secondary lender or consumer lender has 
committed to make loans that it has been unable to fund; 
and 

6. Any other factors reflecting on the ability and 
fitness of the mortgage banker, correspondent mortgage 
banker, mortgage broker, secondary lender or consumer 
lender to transact business in its licensed capacity. 

Amended by R.2002 d.3S3, effective November 4, 2002. 
See: 34 N.J.R. 1775(a), 34 N.J.R. 3795(a). 

Rewrote (a). 

SUBCHAPTER 6. BOOKS AND RECORDS; 
EXAMINATIONS; ANNUAL REPORTS 

3:15-6.1 Methods and accounting 
(a) Each licensee shall maintain books and records in 

accordance with recognized accounting principles. 

(b) If a person licensed to act as a mortgage banker, 
correspondent mortgage banker, mortgage broker, second­
ary lender or consumer lender maintains books and records 
on a basis other than the accrual method of accounting, that 
licensee shall also maintain books and records on the accru­
al basis of accounting which states the tangible net worth or 
net worth of the licensee, as applicable. 

3:15-6.2 Reproduction of documents 
A licensee may reproduce documents and records relating 

to the operation of its business for the purpose of complying 
with this subchapter and may substitute the copy for the 
original. 

Supp. 11-4·02 15-14.4 
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3: 15-6.3 Location of books and records 
(a) Each licensee shall notify the Department of the 

office in which the books and records are kept. If the 
licensee moves the books and records, the licensee shall 
notify the Department prior to the move. 

Next Page is 15-lS 15-14.5 

3:15-6.3 

(b) A licensee may keep its records at: 

Supp. 11-4-02 
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1. A licensed principal or branch office in this State; 

2. An unlicensed site in or out of this State, provided 
that the licensee secures the prior approval of the Depart· 
ment pursuant to (c) below; 

3. A licensed branch office outside of this State, pro­
vided that the licensee secures the prior approval of the 
Department pursuant to (c) below; or 

4. In the case of a sales finance company, a licensed 
principal office outside of this State. 

(c) The approval of the Department to keep records at a 
site or office specified in (b )2 and 3 above shall be given 
only if the licensee enters into an agreement with the 
Department governing the maintenance and production of 
records at the site. The provisions of the agreement shall 
include, but shall not be limited to, the designation of the 
site where the records will be maintained, the fees and 
expenses chargeable by the Department for conducting ex­
aminations and investigations, and the right of the Depart­
ment to rescind the agreement. 

(d) Licensees operating more than one licensed office 
may maintain the general ledger at their principal New 
Jersey office, except that a sales finance company that has 
no office in this State may keep the general ledger at its 
principal office out of state. The trial balance or balance 
sheet and profit and loss statement of the licensed office 
shall be made available upon request to the examiner or 
investigator at the office where the general ledger is kept. 

(e) The books, accounts and records which pertain to 
each business activity conducted by a licensee under the Act 
shall be maintained separate and apart from the books, 
accounts and records of all non-licensed lines of business 
conducted by the licensee and shall be maintained so that an 
examiner or investigator can efficiently examine the various 
types of licensed activities. 

3:15-6.4 Loan application recordkeeping requirements for 
mortgage bankers, correspondent mortgage 
bankers and mortgage brokers 

(a) Each person licensed as a mortgage banker, corre­
spondent mortgage banker or mortgage broker shall main­
tain a loan application system containing the following 
information for each application for a first mortgage loan: 

1. The case number; 

2. The application date; 

3. The applicant's name; 

4. The property address; 

5. The disposition; 

6. The type of loan; and 

7. The amount of the loan. 

3:15-6.7 

3:15-6.5 Loan documentation file requirements for 
mortgage bankers, correspondent mortgage 
bankers and mortgage brokers 

(a) Each person licensed as a mortgage banker, corre­
spondent mortgage banker or mortgage broker shall main­
tain for each first mortgage loan application the following 
data, if utilized by the licensee in connection with the first 
mortgage loan application: 

1. The loan application; 

2. The loan commitment; 

3. The Truth-in-Lending disclosure statement; 

4. All disclosures required by RESPA; 

5. All other written disclosures required in connection 
with the loan transaction by State or Federal law; 

6. The loan closing statement; 

7. A copy of mortgage note or bond; 

8. The adverse action or rejection of application letter; 

9. The appraisal report; and 

10. The credit report. 

3:15-6.6 Documentation requirement related to the 
charging of certain fees by mortgage bankers, 
correspondent mortgage bankers and mortgage 
brokers 

(a) Each person licensed as a mortgage banker, corre­
spondent mortgage banker, or mortgage broker shall main­
tain a recordkeeping system that shall document each of the 
following fees if charged to first mortgage loan applicants by 
the licensee: 

1. Appraisal fees; 

2. Credit report fees; 

3. Application fees; 

4. Commitment fees; 

5. Warehouse fees; and 

6. Third party charges. 

3:15-6.7 Ledger card and document retention requirement 
forsec:ondarylenders 

(a) Each person licensed as a secondary lender shall 
maintain an individual record or ledger card for each sec­
ondary mortgage loan, which shall include the following 
information: 

1. The account number; 

2. The name and address of borrower (mortgagor); 

3. The address and physical description of mortgaged 
property; 

4. The date of the secondary mortgage loan; 

5. The amount of the secondary mortgage loan; 

15-15 Supp. 7-6-99 
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6. The appraisal or inspection fee; 

7. The credit investigation fee; 

8. The title search fee; 

9. Legal fees; 

10. Recording and filing fees; 

11. Insurance premiums and types of coverage; 

12. The interest charge; 

13. The full amount of the secondary mortgage loan;. 

14. The terms by which the secondary mortgage loan is 
to be repaid; 

15. The amount and to whom any commissions, fees or 
points, if any, were paid by the licensee and the form of 
disbursement (for example, cash or check); 

16. A record of the computation of any rebate upon 
prepayment of the secondary mortgage loan in full before 
maturity; 

17. A record of the computation of any refund of 
unearned insurance premium charge upon prepayment of 
the secondary mortgage loan in full before maturity; and 

18. The name and address of any subsequent holder of 
the secondary mortgage loan obligation if it is sold or 
assigned. 

(b) Each person licensed as a secondary lender shall 
maintain at his place of business in this State an original or 
true copy of the following instruments, documents, accounts, 
books and records: 

1. Promissory note evidencing each borrower's second­
ary mortgage loan indebtedness; 

2. Mortgage indenture or any other similar instrument 
or document that creates a lien on the real property that 
is taken as security for a secondary mortgage loan; 

3. Credit life and accident and health insurance policy 
or a certificnte of insurance when such insurance is ob­
tained in accordance with N.J.S.A. 17:11C-21; 

4. Closing statement for each secondary mortgage loan; 

5. Appraisal or search, where utilized; 

6. Individual ledger card or any other form or record 
which shows all installment payments made by the bor­
rower and all other charges or credits to the borrower's 
account; 

7. Individual file in which the borrower's application 
for a loan and any correspondence, including collection 
letters, memorandums, notes or any other written infor­
mation pertaining to the borrower's account, shall be 
kept; and 

8. General ledger cash receipts and disbursements reg­
ister, checkbook canceled checks and such other accounts, 
books or records as shall be required by the Commission­
er in order to ascertain whether the licensee has been 
conducting his secondary mortgage loan business in full 
compliance with the provisions of N.J.S.A. 17:11C-1 et 
seq. 

DEPT. OF BANKING 

Amended by R.l999 d.t91, effective June 21, 1999 (operative July 21, 
1999). 

See: 30 N.J.R. 16S8(a), 31 N.J.R. 1609(a). 
Added (b). 

3:15-6.8 Loan numbering, original document envelope, 
and index requirement for consumer lenders 

(a) Each consumer loan made shall have its proper con­
secutive or individual number and all instruments evidencing 
or securing any consumer loan shall bear the respective loan 
number. 

(b) Each consumer lender shall maintain an alphabetical 
index of all borrowers, comakers, endorsers, guarantors and 
sureties that shall show the name of the borrower, loan 
number, date of loan and amount of loan. 

(c) Each consumer lender shall maintain an envelope or 
other file for each loan in which shall be kept all the original 
notes, security agreements or other evidences of indebted­
ness or security, which have been signed by the borrower. 

3:15-6..9 Documentation 

(a) The borrower, or an agent applying on behalf of a 
borrower, shall sign each loan application. If more than 
one borrower applies, each borrower and each agent apply­
ing on behalf of a borrower shall sign the application. 

(b) Each credit report for which an applicant is charged a 
separate fee shall be memorialized in a written memoran­
dum or other written documentation. The memorandum or 
documentation shall indicate that the credit history of the 
applicant was investigated and by whom. 

(c) Each appraisal report for which an applicant for a 
first mortgage loan or a second mortgage loan is charged a 
separate fee shall be memorialized in a written memoran­
dum or other written documentation. The memorandum or 
documentation shall indicate that the value of the property 
was evaluated and by whom. 

(d) Each person licensed as a mortgage banker, corre­
spondent mortgage banker, or secondary lender shall main­
tain a trustee account and ledger detailing receipts and 
disbursement of all funds deposited by the borrower or 
seller with the licensee in connection with the origination or 
closing of any loan. The funds shall be held in accordance 
with the terms of a written agreement between the mortgage 
banker, correspondent mortgage banker or secondary lender 
and such borrower or seller, which provides that upon the 
occurrence of a specific condition or event, the funds or a 
portion thereof shall be disbursed to the borrower or seller. 
All such trust accounts shall be reconciled at least quarterly. 
This subsection shall not apply to escrows collected or held 
by the mortgage banker, correspondent mortgage banker or 
secondary lender for taxes or insurance. · 
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3:15-6.10 Judgment records requirement for consumer 
lenders and sales finance companies 

(a) When a consumer lender or sales finance company 
has reduced a note to judgment, the licensee shall maintain 
a file containing the following information: 

1. The date of judgment; 

2. The judgment debtor's name and address; 

3. The date suit was filed; 

4. The nature of the suit; 

5. The name and location of the court; 

6. The amount of judgment, showing the separate 
items comprised in the judgment as follows: 

i. Principal; 

ii. Interest; 

iii. Attorney's fees; 

iv. Court cost (itemized); and 

v. Total amount of judgment; and 

7. A description of the legal procedures followed to 
enforce the judgment. 

(b) Consumer lenders shall maintain records of nonjudi­
cial foreclosures of security, such as repossession pursuant 
to the terms of the contract. 

3:15-6.11 Motor vehicle lien requirement for consumer 
lenders 

Whenever a consumer loan or retail installment contract 
is secured by a lien on a motor vehicle, it shall be the 
responsibility of the consumer lender or sales finance com­
pany to see that the title to the motor vehicle is in the name 
of the borrower. If the motor vehicle used as security is the 
property of a comaker, surety or guarantor, then the title of 
such motor vehicle shall be in the name of the comaker, 
surety or guarantor. 

3:15-6.12 Retention of advertisements 
One copy of each advertisement, including radio and 

television scripts, and any materials disseminated over the 
internet or by any other electronic means, shall be kept on 
file in the licensee's office for at least two years after the 
last date on which any such advertisement was utilized, said 
date to be noted on each such advertisement. 

3:15-6.13 Records retention 
(a) Each licensee shall preserve the books, accounts and 

records for at least three years after making the final entry 
on any application or loan. 

(b) The denial or withdrawal of an application shall 
constitute the final entry for an application which is denied 
or withdrawn. 

(c) The assignment or sale of a loan shall constitute the 
final entry for a loan which is sold or assigned. 

3:15-7.1 

(d) In the case of an open-end loan, the licensee shall 
preserve the books, accounts and records for at least three 
years after each entry. 

3:15-6.14 Copy of examination reports to licensee 
The official report of examination shall be submitted to 

the licensee or to a representative of the licensee which has 
been designated by the licensee for such purpose. 

3:15-6.15 Charges for investigations 
The Department shall charge for investigations at the 

same rate as provided for examinations of licensees in 
N.J.A.C. 3:1-6.6. For the purposes of this section, investi­
gations shall include investigations by the enforcement or 
examinations units of the Department and special investiga­
tions by the consumer services unit but shall not include 
routine efforts by the consumer services unit to research or 
resolve consumer complaints. 

3:15-6.16 Reports to the Department 
Each mortgage banker, correspondent mortgage banker, 

mortgage broker, secondary lender, consumer lender and 
sales finance company shall file a report with the Depart­
ment annually on or before April 1 of each year. The 
report shall be submitted on forms provided by the Depart­
ment and shall indicate the tangible net worth, net worth 
and liquid assets of the mortgage banker, correspondent 
mortgage banker, mortgage broker, secondary lender and 
consumer lender, as required. For mortgage banker, corre­
spondent mortgage banker, mortgage broker and secondary 
lenders, the report shall indicate the warehousing lines 
available and outstanding. The mortgage banker, corre­
spondent mortgage banker, mortgage broker, secondary 
lender, consumer lender or sales finance company shall 
remit with each such report a $100.00 filing fee. The 
Department shall assess a $50.00 penalty against any mort­
gage banker, correspondent mortgage banker, mortgage 
broker, secondary lender, consumer lender or sales finance 
company for each annual report filed late. 

SUBCHAPTER 7. INSURANCE 

3:15-7.1 Insurance matters for mortgage bankers, 
correspondent mortgage bankers, secondary 
lenders and consumer lenders 

(a) Mortgage bankers, correspondent mortgage bankers, 
seconda1y lenders and consumer lenders are subject to the 
provisions concerning insurance set forth in N.J.S.A. 
17:11C-21. 

(b) If insurance is lawfully required or obtained in con­
nection with a loan, the insurance shall be written or 
obtained by or through an insurance producer who is li­
censed in good standing in this State, and written by an 
insurance company authorized to do business in this State. 

15-16.1 Supp. 11-4-02 



3:15-7.1 

(c) It shall be the responsibility of the mortgage banker, 
correspondent mortgage banker, secondary lender or con­
sumer lender to explain clearly to each borrower the bene· 
fits and limitations of any credit life insurance, credit health 
or disability insurance, or credit involuntary unemployment 
insurance which the borrower contemplates getting in con­
nection with a loan. 

(d) Each mortgage banker, correspondent mortgage 
banker, secondary lender or consumer lender shall keep a 
record of all policies for credit life insurance, credit health 
or disability insurance, or credit involuntary unemployment 
insurance sold to a borrower in connection with a loan, all 
premiums collected in connections with such loans, all re· 
funds of unearned premiums caused by payment in full of 
an amount or by renewal, and a detailed record of all claims 
paid by the insurer. 

(e) If a mortgage banker, correspondent mortgage bank­
er, secondary lender or consumer lender collects a premium 
from a borrower for credit life insurance, credit health or 
disability insurance, or credit involuntary unemployment 
insurance, and such insurance does not become effective, 
the mortgage banker, correspondent mortgage banker, sec­
ondary lender or consumer lender shall immediately give 
written notice to the borrower and shall promptly refund to 
or credit to the account of the borrower the amount collect· 
ed from him or charged to him for such insurance. 

(f) If a credit life policy issued in connection with a loan 
contains no provision for designation of a second beneficia­
ry, it shall be handled under the usual procedure contained 
in a facility of payment clause authorizing the insurance 
company to pay any insurance in excess of the unpaid 
balance of the indebtedness to the estate, wife, husband, 
children or other blood relative or person equitably entitled 
thereto as determined by the insurance company. 

3:15-7.2 Insurance provisions applieable to secondary 
lenders and consumer lenders 

(a) When a secondary mortgage loan or a consumer loan 
is repaid in full or renewed, or if the insurance is terminated 
prior to the scheduled maturity date of a secondary mort­
gage loan or a consumer loan, the secondary lender or 
consumer lender shall refund to the borrower any unearned 
insurance premiums. 

(b) If a borrower has repaid a secondary mortgage loan 
or a consumer loan in full, or if a beneficiary named in a 
policy under a claim is due a refund of unearned premiums 
and the secondary lender or consumer lender is unable to 
locate the borrower or beneficiary after due diligence, but in 
no event longer than 180 days, the licensee shall return all 
unearned premiums to the insurer, stating the reason there­
for. The secondary lender or consumer lender shall file 
evidence in the borrower's file of his or her efforts to locate 
the borrower. 
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(c) All refunds and credits made by secondary lenders 
and consumer lenders pursuant to this section shall be 
computed by the "Sum of Digits Method" commonly known 
as the "Rule of 78ths." These are rules for computing 
refunds of unearned finance charges on early payment of a 
loan so that the refund is proportional to the monthly 
unpaid balance. Tables for calculating refunds and credits 
according to this methodology can be obtained from Finan­
cial Publishing Company, 82 Brookline Drive, Brookline, 
MA 02212. When the refund or credit of the unearned 
insurance premium is less than $1.00, no refund is required. 

(d) If a borrower has credit life insurance, interest 
charges shall cease accruing on the account at the death of 
the insured. 

(e) If a secondary mortgage loan contract or consumer 
loan contract contains credit life insurance, the secondary 
lender or consumer lender, as the case may be, shall fde a 
death claim with the insurer upon receipt of notice of the 
death of the insured. The death claim filed by a secondary 
lender or consumer lender with an insurer shall be made for 
the full amount of the coverage held at death by the 
insured. 

(f) A policy for credit life insurance, credit health or 
disability insurance, or credit involuntary unemployment 
insurance may provide for the insurance of more than one 
person. If the policy is silent regarding whether the insur­
ance covers more than one person, the person whose signa­
ture appears on the first line of the lines provided for the 
signatures on the loan contract shall be considered as the 
only borrower insured by the policy and the secondary 
lender or consumer lender shall disclose to the borrower in 
writing the effect of the order of signing the loan contract. 

SUBCHAPTER 8. ADVERTISING 

3:1~.1 Advertising and insurance costs 

If a mortgage banker, correspondent mortgage banker, 
secondary lender or consumer lender requires a borrower to 
insure the collateral assigned as security for a loan, the 
licensee shall not advertise that there are "no other costs," 
or use words of similar meaning, unless the terms represent­
ed in the advertisement include the cost of the insurance or 
unless the advertisement states that an additional charge for 
insurance is required. 
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