DEPARTMENT OF INSURANCE AND FINANCIAL SERVICES
OFFICE OF CONSUMER FINANCE

Mortgage Industry Advisory Board
BOARD MEETING MINUTES
February 23, 2022

Present: Audrey Acquisti
Daniel Grzywacz
Teri Heindrichs
Allison Johnston
Timothy Kleyla
Phil Mastin
Dr. Phares Noel - absent
DIFS Staff: Alex Dornberg
Brenda Gardner
Marissa Hendee
Brianne Kemm — absent
Elliott Purty
Michelle Tullar
Jim Westrin
Guests: Zaneta Adams
Director Fox
Patricia Hannan
Tabitha Zimny

Meeting conducted via Microsoft Teams due to COVID

Call to order at 8:30 am
» Motion to approve 11/10/21 minutes; motion passed

Michigan Veterans Affairs Agency Introduction and Presentation

» Director Fox started the meeting with morning hellos and a warm welcome to
Zaneta Adams, Director of the Michigan Veterans Affairs Agency (MVAA) and
Patricia Hannon, also of MVAA.

» Director Adams, also a Veteran, gave a brief overview of importance of the agency
and how they work to connect veterans with underutilized benefits which can lower
the risk of suicide.

» Veterans Benefits Administration, PowerPoint Presentation

* VA Loan Guaranty Service Program Overview topics included:
= Mission, Vision, Strategic Plan of VA
» The VA-guaranteed home loan program which helps Veterans, their
families, Service members, and eligible Reservists to obtain, retain,
adapt, or refinance a home.
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= Eligibility Requirements for Home Loan Guaranty
= Loan Production programs available for Active-Duty Service
members, Veterans, National Guard and Reserve members.
= Attractiveness to borrowers and lenders (no-down payment and
default assistance)
= Native American Direct Loan Program
» Specially adapted housing helping Veteran to enhance independent
living
» Loan Management
= Post-Forbearance Home Retention Options
» VA Loan Education is needed. Ideas generated were to include prelicensure
education for mortgage licensees, mortgage loan originators, and the
Michigan Realtors Association.

Board Appointments — May 2022

Y VVY

Audrey Acquisti, last day, Feb 23, 2022

Allison Johnston, Chairperson term expires

Daniel Grzywacz approved as the new Chairperson, effective in May

DIFS is actively recruiting for the two board vacancies; nomination due date is April
29, 2022.

Current licensee population/statistics/applications

>

MLO Licensees
» February 2022: Total 20,542 — 19,524 approved, 1,018 approved-inactive
= February 2021: Total 16,255 — 15,846 approved, 409 approved-inactive
= Applications currently pending: 892
» First Mortgage Licensees and Registrants
» February 2022: Total 1,204 — 939 licensees, 265 registrants
= February 2021: Total 956 — 716 licensees, 240 registrants
= Applications currently pending: 79 (69 licensees/10 registrants)
» Secondary Mortgage Licensees and Registrants
» February 2022: Total 343 — 2 licensee, 341 registrants
= February 2021: Total 302 — 2 licensees, 300 registrants
= Applications currently pending: 20 (5 licensee/15 registrants)
» CFS Licensees
» February 2022: 5
= February 2021: 4
= Applications currently pending: 0
» New Applications Volume
= MLOs
= 2022 year-to-date: 1,501
= 2021 total: 9,104
» First Mortgage Licensees and Registrants
» 2022 year-to-date: 63
= 2021 total: 343
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» SB 880: Short-term rental regulation act

Meeting adjourned at 10:30 am

Next Meetings
» May 11, 2022 — via Microsoft Teams
» August 2022 — TBD

Tand L Hocnctheosa
Teri Heindrichs, MIAB Secretary

Michelle Tullar
Michelle Tullar, DIFS Recording Secretary




DEPARTMENT OF INSURANCE AND FINANCIAL SERVICES
OFFICE OF CONSUMER FINANCE

Mortgage Industry Advisory Board
BOARD MEETING MINUTES
May 11, 2022

Present: Daniel Grzywacz
Teri Heindrichs
Allison Johnston
Timothy Kleyla
Phil Mastin
Dr. Phares Noel

DIFS Staff: Alex Dornberg
Brenda Gardner
Marissa Hendee
Brianne Kemm
Elliott Purty
Michelle Tullar
Jim Westrin

Meeting conducted via Microsoft Teams

Call to order at 8:30 am
» Motion to approve 2/23/22 minutes; motion passed

Board member expirations and new appointments

» Chairperson Allison Johnson termed out in May. The Board thanked Allison for her
service, dedication, and contributions while serving on the MIAB.

» OCF reached out to MMLA, Michigan Bankers Association, Community Bankers of
Michigan, Michigan Realtors Association, and other affiliated associates’ group for a
pool of candidates for the two open board positions. Selected candidates will be
sent to Director Fox for consideration.

» DIFS is reviewing the MIAB statutes for purposes of allowing a more diverse board
member make up.

Current licensee population/statistics/applications
» MLO Licensees
= May 2022: Total 22,415 — 19,558 approved, 2,857 approved-inactive
= May 2021: Total 18,538 — 17,213 approved, 1,325 approved-inactive
= Applications currently pending: 470
» First Mortgage Licensees and Registrants
= May 2022: Total 1,288 — 1,015 licensees, 273 registrants
= May 2021: Total 1,010 — 767 licensees, 243 registrants
= Applications currently pending: 54 (41 licensees/13 registrants)
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» Secondary Mortgage Licensees and Registrants
= May 2022: Total 367 — 2 licensees, 365 registrants
= May 2021: Total 309 — 2 licensees, 307 registrants
= Applications currently pending: 27 (3 licensees/24 registrants)
» CFS Licensees
= May 2022: 5
= May 2021: 4
= Applications currently pending: 0
» New Applications Volume
= MLOs
= 2022 year-to-date: 3,223
= 2021 total: 9,104
= First Mortgage Licensees and Registrants
= 2022 year-to-date: 140
= 2021 total: 343
= Secondary Mortgage Licensees and Registrants
= 2022 year-to-date: 44
= 2021 total: 59
= CFS
= 2022 year-to-date: 0
= 2021 total: 1
» Licensing Discussion
= DIFS has seen an increase in approved-inactive MLOs and a 27% decline in
new applications
= Approved-Inactive status trend for MLOs is due to people getting out of the
industry. A few key causes: higher interest rates, lack of inventory, lay-offs.
This trend is expected to continue. A drop off in renewals is expected during
this years’ renewal season.
= DIFS has seen a few companies surrenders.
= Broker-only application trend continues. To date, 81 out of 140 company
applications have been broker-only.

Compliance/Examination/Enforcement Discussion
» Mortgage Examination and Investigation Section
» Examinations submitted to the office through April:

= 2022 =52
= 2021 =61
> Investigations submitted to the office through April:
= 2022 =51
= 2021=15
> Visitations for new licensees submitted to the office through April:
= 2022=83
= 2021 =61

> 2022 licensee/registrant population
» January — 1,533
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= February — 1,567
= March - 1,600
= April — 1,647

» Examination Discussion

» MEIS has conducted several new company visitations.

» The number of examinations are down; the number of investigations are up.
Investigations are conducted due to complaints received or a MEIS examiner
identifies an issue during an examination. One recent examination resulted in
the discovery of almost 20 unlicensed MLOs.

» Enforcement cases are trending upwards over the past couple of years due to
repeat violations, fraud, and unlicensed activities. Specific violation trends to
date: unlicensed individual contract processors and unlicensed MLOs.

» MEIS has limited resources and the increase of enforcement activity causes
staff to work more closely with the Office of General Counsel, limiting the
amount of time that can be spent on conducting more
examinations/investigations.

» Complaints are trending. In 2021 DIFS received zero to three complaints per
month. So far in 2022 three to four complaints are received monthly and have
involved multiple people within an entity.

> Industry is seeing the following trends:

= False advertising

= Posting questionable things such as false interest rates on social media (bait
and switch)

= MLOs closing deals in other employee names after leaving a company

= Second home investment occupancy fraud

= Asset fraud/bank statement fraud (software is being tested to help lenders
better detect this)

> DIFS requested that Industry notify OCF if any unlicensed activity is identified.

Agenda Items Discussion
» The State of Michigan Website Modernization update launched April 22, 2022. The
Governor’s initiative prioritized ease of access to the government service, making it
more compliant and easier to use on various devices.
» MSHDA Updates
> Not all brokers are able to participate in MSHDA loan programs, it can be
difficult to get MSHDA loans approved.
» Recent changes:
= Increased income limits
= Removal of $20,000 assets limits
= Can now receive gifts from family
» Discussion regarding the climbing interest rates (highest levels since 2009)
» Renewed interest in 10-year ARMS
» Industry hearing many complaints about rates
» Potential borrowers in lower FICO credit scores have less access to loans
» Companies are taking losses in secondary market
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» Manufactured home purchases have tripled
» FHA offering 40-year loan modifications for struggling borrowers
» Foreclosure Discussion (Jeff Weisserman will attend the August meeting to provide
more updates)

» Foreclosure activity up 40%

» Homeowners that were not paying their bills during Covid and not being
penalized are now required to make their payments within 90 days, in some
cases are tens of thousands of dollars behind.

Meeting adjourned at 10:10 am
Next Meetings

» August 3, 2022, at 8:30 am, via MS Teams
» November 2022, TBD

Teri Heindrichs, MIAB Secretary

Michelle Tullar, DIFS Recording Secretary



DEPARTMENT OF INSURANCE AND FINANCIAL SERVICES
OFFICE OF CONSUMER FINANCE

Mortgage Industry Advisory Board
BOARD MEETING MINUTES
August 3, 2022

Present: Patrick Ervin
Daniel Grzywacz
Teri Heindrichs
Birjitte Jaward-Hachem
Timothy Kleyla
Phil Mastin
Dr. Phares Noel — absent
DIFS Staff: Alex Dornberg
Brenda Gardner
Marissa Hendee
Brianne Kemm
Elliott Purty — absent
Michelle Tullar
Jim Westrin
Guests: Sam Olesen, Karaub Associates
Jeff Weisserman, Trott and Trott

Meeting conducted via Microsoft Teams

Call to order at 8:32 am

Welcomes and Good Mornings
» Board welcomed new MIAB Board Members, Birjitt Jaward-Hachem and Patrick
Ervin. Board members shared how long they have been in the industry and their
general region in the state. Review of Board terms.

Current licensee population/statistics/applications
» MLO Licensees

= August 2022: Total 23,770 — 18,261 approved, 5,509 approved-inactive
= August 2021: Total 20,290 — 18,079 approved, 2,211 approved-inactive
= Applications currently pending: 373

> First Mortgage Licensees and Registrants
= August 2022: Total 1,309 — 1,033 licensees, 276 registrants
= August 2021: Total 1,101 — 847 licensees, 254 registrants
= Applications currently pending: 65 (53 licensees/12 registrants)

» Secondary Mortgage Licensees and Registrants
= August 2022: Total 388 — 2 licensees, 386 registrants
= August 2021: Total 325 —1 licensee, 324 registrants
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= Applications currently pending: 23 (5 licensees/18 registrants)
» CFS Licensees
= August 2022: 5
= August 2021: 5
= Applications currently pending: 0
» New Applications Volume
= MLOs
= 2022 year-to-date: 4,385
= 2021 total: 9,104
First Mortgage Licensees and Registrants
= 2022 year-to-date: 211
= 2021 total: 343
Secondary Mortgage Licensees and Registrants
= 2022 year-to-date: 74
= 2021 total: 59
= CFS
= 2022 year-to-date: O
= 2021 total: 1
MLO Employment Transfers
= 2022: 2,265
= 2021: 2,815
» Licensing Discussion
= Over the last two years DIFS has received up to 1,000 new MLO
applications each month. New applications are coming in despite many
MLO’s becoming inactive. DIFS will monitor the licensing status trend of
the MLO population during renewal season.
= Company surrenders are a little higher than last year: 19 to date,
compared to 11 last year at this time. There are a majority of reasons
including mergers and economic factors.
= New company applications continue to come in. DIFS is seeing an uptick
in Secondary Mortgage applications.
= Discussion held regarding the impact of rising interest rates in the
mortgage industry.

Compliance/Examination/Enforcement Discussion
» Mortgage Examination and Investigation Section
» Examinations submitted to the office through July

= 2022=94
= 2021 =96
> Investigations submitted to the office through July:
= 2022 =62
= 2021=25
> Visitations submitted to the office through July:
= 2022 =153

= 2021 =105
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» Examination Discussion

» MEIS is on pace with examination schedule for companies. There has been an
uptick of investigations.

» Examiners are seeing unlicensed/unsponsored MLO activity. Misrepresentation
occurs when transitioning from one company to another. For example, the
transitioning MLO originates loans for the new company while still sponsored
and approved to originate for the prior company received complaints regarding
advertising concerns.

» Enforcement Actions are published on the DIFS website. Brianne to provide a
link to view the public consumer finance page and to sign up for e-mail
notifications.

Agenda Items Discussions
» Sam Olen, Karoub Associates — provided mid-term election and Legislative updates
» Jeff Wiesserman, Trott and Trott — provided a foreclosure update. No foreclosure
rush anticipated due to the various programs available to assist homeowners
» MSHDA interest rates increased, as well as sale prices; default rates have risen
» Market Update Topics
» Mortgage demand dropped to a 22-year low due to higher interest rates and
inflation
» Mortgage refinances are down 83% from last year, still seeing some all cash
purchases
40-year Mortgage options are available but hard to obtain
Growing buyer interest in arms non-QM products, adjustable-rate mortgages,
and other packages
Effects of growing interest rates on the mortgage industry; rates have almost
double — increasing tax, utilities and repair items
Passage of online Notary — good for everyone, time-saver
New home builds have slowed, modular homes becoming more affordable
option
» Biden affordable housing plan
» Discussed putting together a subcommittee to review MIAB Bylaws, appointments,
restrictions/limitations
» MLOLA modernization, hoping to complete in the next 12 months

VV ¥V VY

Meeting adjourned at 10:54 am

Next Meetings
» November 16, 2022, via MS Teams
» February 2023, TBD

Teri Heindrichs, MIAB Secretary
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Michelle Tullar, DIFS Recording Secretary



DEPARTMENT OF INSURANCE AND FINANCIAL SERVICES
OFFICE OF CONSUMER FINANCE

Mortgage Industry Advisory Board
BOARD MEETING MINUTES
November 16, 2022

Present: Patrick Ervin
Daniel Grzywacz
Teri Heindrichs
Brigitte Jaward-Hachem
Timothy Kleyla
Phil Mastin
Dr. Phares Noel
DIFS Staff: Alex Dornberg
Brenda Gardner
Marissa Hendee
Brianne Kemm
Elliott Purty
Michelle Tullar
Jim Westrin
Ross Yednock
Chad Arnold
Guests: Sam Olsen, Karaub Associates
Tabitha Zimney, Karaub Associates
Mary Townley, MSHDA

Meeting conducted via Microsoft Teams

Call to order at 8:34 am

Current licensee population/statistics/applications
» MLO Licensees

= November 2022: Total 24,862 — 16,531 approved, 8,331 approved-inactive
= November 2021: Total 22,212 — 19,335 approved, 2,877 approved-inactive
= Applications currently pending: 301

» First Mortgage Licensees and Registrants
= November 2022: Total 1,362 — 1,086 licensees, 276 registrants
= November 2021: Total 1,169 — 906 licensees, 263 registrants
= Applications currently pending: 55 (43 licensees/12 registrants)

» Secondary Mortgage Licensees and Registrants
= November 2022: Total 460 — 4 licensees, 456 registrants
= November 2021: Total 338 —1 licensee, 337 registrants
= Applications currently pending: 30 (9 licensees/21 registrants)
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» CFS Licensees
= November 2022: 5
= November 2021: 5
= Applications currently pending: 0
» New Applications Volume
= MLO New Employment Transfers
= 2022 year-to-date: 3,196
= 2021 total: 2,815
= First Mortgage Licensees and Registrants
= 2022 year-to-date: 310
= 2021 total: 343
= Secondary Mortgage Licensees and Registrants
= 2022 year-to-date: 162
= 2021 total: 59
= CFS
= 2022 year-to-date: 0
= 2021 total: 1
MLO Licensees
= 2022: 5,917
= 2021:9,104
> Licensing Discussion regarding application volume and MLO application denial
procedure. Approved-inactive status expected to continue.

Compliance/Examination/Enforcement Discussion
» Mortgage Examination and Investigation Section Production Numbers
» Examinations completed through October:

= 2022 =126
= 2021 =125
» Investigations completed through October:
= 2022 =68
= 2021 =38
> Visitations completed through October:
= 2022 =247
= 2021 =165

» Discussion

» Despite being challenged with insufficient number of staff compared to licensing
populations, the MEIS continued to conduct more investigations and visitations,
while also keeping up with other responsibilities

» The increase in investigations has a correlation to increased numbers of
internal (exam findings) and external complaints. 14 external complaints were
logged since August and included allegations of fraud, unlicensed activity,
RESPA/Section 8 issues, servicing violations, and advertising issues.

» Enforcement activity: MEIS has 45 open mortgage cases with OGC (some
related to due several employees in one company). Currently, cases involve
fraud, unlicensed activity, repeated violations, and unresolved violations.
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» MEIS continues to reach out to new first and second mortgage companies,
offering a visitation. The increase in visitations has a direct correlation to the
number of new licenses and registrations issued.

Agenda Items Discussions
» Sam Olsen, Karoub Associates — provided election update
» Tabitha Zimney, Karoub Associates — provided legislative, MSHDA, and affordable
housing updates
» Mary Townley, MSHDA
o Discussion held regarding Michigan Homeowner Assistance Fund (MIHAF) —
foreclosure prevention, $25,000 grant per household assistance to qualified
persons. Over 60,000 applications have been received; many applicants do
not follow up with paperwork and become ineligible for grant.
o Discussions included MiHope, down payment assistance program,
underutilization of MSHDA programs
» HELOC's — paying for referral fees is a RESPA violation of Section 8
» H.R.7661 — Trigger Leads Abatement Act of 2022 bill is advancing through the
House. Trigger Lead impact on consumer and lenders discussion.
» Mortgage update discussion regarding home demand, interest rates, vantage
score, cash flow, purchase denial rates for minorities, rent reporting

Meeting adjourned at 10:54 am

Next Meetings
» February 8, 2023, via MS Teams
» May 2023, TBD

Teri Heindrichs, MIAB Secretary

Michelle Tullar, DIFS Recording Secretary
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