State Of California

Business, Transportation And Housing Agency
DEPARTMENT OF CORPORATIONS
California’s Investment and Financing Authority

WWW.COrP.CA.goV
Arnold Schwarzenegger Preston DuFauchard
Governor California Corporations Commissioner
DATE: AUGUST 1, 2007 RELEASE No. 58-FS

EVIDENCE OF COMPLIANCE WITH FINANCIAL CODE SECTION 50204(0)

This release provides information to licensees under the California Residential Mortgage
Lending Act (Financial Code Section 50000 et seq. (“CRMLA”) relating to evidence in
loan files acceptable to the Commissioner of Corporations (“Commissioner”), to show
compliance with Financial Code Section 50204(0) (“Section 50204(0)”) and Civil Code
Section 2948.5 (“Section 2948.5").

Under Section 2948.5, a borrower may not be required to pay interest on a principal
obligation under a promissory note secured by a mortgage or deed of trust on real
property improved with between one to four residential dwelling units for more than one
day prior to the disbursement of loan proceeds from an escrow. Under Section
50204(0), licensees are prohibited from violating Section 2948.5. Section 50204(0)
provides that compliance with Section 2948.5 may be evidenced by certification
executed by the licensee, at no cost to the borrower, pursuant to Section 2015.5 of the
Code of Civil Procedure or by other evidence in the loan file that is acceptable to the
Commissioner.

The Commissioner has received requests from licensees under the CRMLA to identify
what other documents, records, information, data or other forms of verification
contained in loan files could serve as evidence of a licensee’s compliance with Section
2948.5. The Commissioner finds that any of the following are acceptable evidence to
show compliance with Section 2948.5:

e Disbursement date reflected on the settlement statement issued by the
settlement agent pursuant to Section 2603 of Title 12 of the United States Code,;

e Written or electronic records reflecting communications between the licensee and
the settlement agent verifying the disbursement date of loan proceeds and
identifying the name of the settlement agent providing the information and the
electronic or business address used to contact the settlement agent; or,
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e Contemporaneous written or electronic records memorializing oral
communications between the licensee and the settlement agent verifying the
disbursement date of loan proceeds and identifying the name and telephone
number of the settlement agent providing the information.

When the Commissioner believes that compliance is uncertain or unclear from a review
of the above information provided by the licensee, the Commissioner may request
additional information to demonstrate compliance with Section 2948.5. See Section
50204(0).

As used in this Release, “disbursement date” refers to the date on which the majority of
loan proceeds are disbursed to the borrower, to a third party on behalf of the borrower,
or to the licensee to satisfy an existing obligation of the borrower; and “settlement
agent” refers to the person that disburses funds from an escrow including an escrow
agent, a controlled escrow company, a title insurance company, or an underwritten title
company.
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