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SECTION 2. FINDINGS; PURPOSES.
@) Finpings.—The Congress finds as follows::

1) FheRobust secondary markets for residential mortgage loans and securities
backed by residential mortgage loans enhance the liquidity and efficiency of the
natlonal housmg finance marketﬁenhaneed—b%rebtist—seeepmwmapketsﬂfep
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2 The current paper-based practice of the national housing finance market is error
-prone and costly. Nearly all other financial instruments are tracked and
transferred electronically.

(3)  The financial crisis that began in 2007 revealed weaknesses in the legal and
market infrastructure supporting the transfer and enforcement of residential
mortgage loans, including:

(A)  the absence of anya quick, simple and accurate way for borrowers to
determine the party-with-the-economic-interest-inowner of their mortgage
notes and whether such-partythat person has authorized its servicer to
modify theseleansthe obligation evidenced by the note;

(B)  recordkeeping practices that have resulted in challenges to the
fundamental tenet of USAmerican law that the right to enforce a mortgage
or deed of trust follow from the right to enforce the associated mortgage
note;

(C) inconsistencies among negotiable instrument, secured transaction, and real
property laws in their treatment of the conveyance of interests in real
property; and

(D)  uncertainties as to the effectiveness of the use of agents, nominees and
others_in the transfer of mortgage notes, and the role of the beneficial
owner_in a proceeding to enforce a mortgage note.

(4)  These weaknesses were some of the factors that impeded resolution of troubled
residential mortgage loans and the return of private capital to the market for
securities backed by residential mortgage loans.

(5) A national system to maintain residential mortgage-related-docurments_ notes
electronically, to identify the person with the rights to act with regard to such
doeumentsnotes, and to facilitate the transfer of such rights, would assist #-
addressing-these-weaknessesborrowers and mortgage note holders.

(6) The residential mortgage industry ishas proven unable to-independently create
such a system.

(b) Purposes.—The purposes of this Act are-as-foHews:

1) to provide greater transparency to borrowers concerning;-ameng-other-thingsthe-
party-with-the right to-be paid-er-otherwise the person who may collect, enforce,

or modify a residential mortgage note and the associated mortgage when suchthat
note is on the national repository system;

(2)  toenhance efficiency and liquidity in the secondary markets for residential
mortgage loans and residential mortgage-backed securities through the-creation-of-
a national repository system (and related rules governing the system) that identify
the partyperson that may enforce a residential mortgage note or foreclose on a
residential mortgaged property;
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3) to provide for the conversion of paper residential mortgage notes to electronic
entries on a national repository system and for the use of repository records in
place of the paper notes; and

4) to foster the use of electronic residential mortgage notes and to provide legal

certainty for their transferability and enforceability—(¢)} o pn s

)

including preservin tt nsumer rttlnlw

SECTION 3. DEFINITIONS
For purposes of this Act, the following definitions apply:

0

0

0
0

0

0

Abverse CLaIM.—An-adverse-claim™ismeans a property claim (including judgment or
other liens) of a person against-a-registrant-with respect to an electronic mortgage note.
Adverse claims may arise from events occurring before or after submission of the
mortgage note to the registryrepository operator.

AuTHoRIZED TRANSFEROR.—AR-—authorized-transferor™ismeans a person;-rotactingas-
registrant; who has been authorized by a registrant to effect a_registered transfer.

BoarD oF Governors.—Fhe“Board-of Governors”ismeans the Board of Governors of the
Federal Reserve System.

Borrower.—Fhe-“berroweris-themeans a person erpersens-owing performance on a

mortgage note that is secured by the mortgage—Exeept, but does not include a secondary
LQM@ as provided in regulatlons—tmséees—net—melemguaramers Multiple

CFPB 4he—GFPB—ismgan§ the Bu%eau@#Consumer FlnanC|aI ProtectlonBJJLeau
- —means real property with respect to which a person, b

virtue of ownership of a unit, is obligated to pay real property taxes or insurance
premiums or for maintenance, improvement of other real property, or services described
in laration or other governin ment, however denominated. The term incl

properties held by a cooperative-housing corporation. [In this paragraph, “ownership”

includes a leasehold interest if the lease term is at least [20] years, including renewal
options.]]

ConTroL System.—A-“contrel-system™ismeans any system determined by order of the
regulator that is-(+) employed forevidencingto evidence the transfer of interests in a
transferable record or controlled record and (H)-able-tecan reliably establish-a-persen-as
the person to whom the transferable record or controlled record was issued or
transferred.

ControLLED Recorp.—A-“centroled-record”ismeans a record in a control system that
would qualify as a transferable record but for a court’s determination that the record
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would not meet the legal requirements for negotiability if the-electronic-recerdit were in
writing.

ELecTroNic MorTeAGE NoTE.—AR-“electronic-mertgage-note”tsmeans a record on the
repository system created by the registryrepository operator pursuant to
Sectionsubsection 8(c) that has the effect given in Sectionsubsection 9(a).
FDIC.—TFhe“FBiC™ismeans the Federal Deposit Insurance Corporation.
Gateway.—A-“gateway-ismeans a person designated as sueha gateway by the
systemrepository operator pursuant to Seetionsection 7.

INsTRUMENT.—AR-“—means an instrument’-has-the-meaning-given-in_as defined in UCC
Avrticle 9-of the UCC.9,

MobiricaTion.—A—medification-is—means any change to the terms of an obligation

execeptforchangespursuant-tothat is secured by a mortgage. The term does not include:

Q) MM% oral agreement

(i)
REPAALTZ IIw rrower to forgo makin in ments or portion
of payments of the obligation for a period that ismmetethan six months_or_
less]; or

(iii) an agreement thatp#ewelesiepamen—hemerete%enepttea

i h i f h mor h res th Ii ion.
MORTGAGE. —A—meptgage—lsmeans a consensual interest in real property that secures a-

“hrfrm"rfrn mor |nh|A re referen he master
MQAQL
MorTeace NoTe.—A-“mortgage-hoteismeans an instrument, a transferable record, or a
controlled record secured—++whele-er-tn-part; by a residential mortgage.

Necomeaie heraumcnt —A-“pegotiable-instrument™is-as-defined-in-Article 3-of the-
Ucc.

NCUA.—The“NCUA™ ismeans the National Credit Union Administration.
NEeGoTIABLE INSTRUMENT.—IMEAaNSs a n iable instrumen fined in Articl
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Notice and Notiry.— in tions 1 nd1 have the meanin ign
in UCC Article 1.
OsLicaTION.—AR-"0bligation”tsmeans a debt or other duty or liability of a person.
OCC.—TFhe“OCcC™ismeans the Office of the Comptroller of the Currency.
Person.—A—persen”-tsmeans an individual, corporation, business trust, estate, trust,
partnership, limited liability company, association, joint venture, government,
governmental subdivision, agency, or instrumentality, public corporation, or any other
legal or commercial entity.
Recorp.—A-“record”tsmeans information that is inscribed on a tangible medium or that
is stored in an electronic or other medium and is retrievable in perceivable form, _except
Recorper’s Orrice.—means the offi f rson authoriz nder the laws of to
maintain the official records of interests in real property in that State or a subdivision of
the State,
REGISTERED TRANSFER.—Mean hange in the identity of the registrant in the r itor
m that is the eff f an instruction receiv he r itor rator. An

instruction of a registrant to reflect a change of its legal name on the repository system is
not a reqistered transfer.
RecisTRANT.—A-“registrant;,”means, with respect to a-depesitedan electronic mortgage
note, is-the person identified on the records of the repository system as the registrant of
such depesitedelectronic mortgage note.
RecuLaTor.—means the Federal Housing Finance Agency.
— the entity [Alt 1: organized under] [Alt 2: licensed by] this
Act i
ReposiTory System.—means the electronic database and reqgistered transfer servi
established by the repository operator.
ResiDENTIAL.—“Fesidential”—means real property improved with not more than four
dwelling units. The term includes:
(i) ana detached or attached single-family unit;
(i) asingle-family manufactured-housing unit or a time share in a dwelling unit if
either is treated as real property under law of thisstate-etherthan-this-factjthe
State where the property is located;
[(iii)  real property on which construction of not more than four dwelling units has
commenced;] and
[(iv)] asingle-family unit in a common-interest community.
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men rior to the enactment of this Act]) and the requlations promulgat

n mi he r itor m.

State.—"State” includesmeans the District of Columbia, Puerto Rico, the Virgin Islands,
and any other territory or insular possession subject to the jurisdiction of the United
States.

Svstem RuLes.—“Systemrules™aremeans the rules-adepted-by the repository operator
adopts concerning the operations, security-precedures, and the-rights andor obligations of-
aH persons with-aceess-to-orwho may use-ef; the repository system in connection with
such-aceess-orits use.

TRANSFERABLE RECORD. —A—w

asis of a transferable

recordlhas4h&mean+nggh+en-by45-U%G—§49%l—
UCC.—Fhe“UCC” means the version of the Uniform Commercial Code enacted in the

relevant State and interpreted by its courts, including the UEEState’s choice-of-law rules.

The following terms are defined elsewhere in the Act:

0 Appropriate federal banking agency;_is defined in Seetion-5-subsection 5(a).

0] nversion, ex in referen he tort of conversion in ion
©).is defined in sul } O3

0 Discharge, except as used in subsection 9(b), is defined in Sectionsection 11.

0 Other financial supervisor and regulator;_is defined in Seetiensubsection 15(c).

0 | les._defined | o 6.

[ALT A] SECTION 4. REPOSITORY OPERATOR

(a)

ORGANIZATION.—
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1)
(2)

(3)

Name.—The name of the repository operator is “National Mortgage Note
Repository.”

FeperaL CHARTER.—The repository operator is a federally chartered, not for profit
corporate instrumentality of the United States and shall not be subject to title 5 or
31 of the United States Code except:_(i) subject to subparagraph (e)(2)(D) of this
section and (ii) that the whistleblower protections in 5 USC § 2302(b)(8) shall
apply. The repository operator shall come into existence when the regulator
appoints the initial board of directors and promulgates the initial bylaws.
PerreTuAL ExisTeEnce. —The repository operator has perpetual existence until
dissolved by act of Congress.

(b) Purroses.—  The purposes of the repository operator are:

1)
(2)

(3)

(4)

to develop, maintain and operate the repository system contemplated in this Act;
to establish standards and procedures for disposition of residential mortgage-_
notes and related paper documents submitted to the repository system, including
safekeeping, long-term storage, or destruction;

to establish standards and procedures, consistent with privacy concerns, for
making data held in the repository system available to stakeholders and;-te-the-
degree consistent with privacy concerns, to the public; and
to-establish-procedures-to secure and protect data collected and maintained by the
repository system against unauthorized access, alteration, use or disclosure-;_and

(5)  toensure that repository system records accurately reflect the records and

instructions submitted to the repository operator.

() Powers.—  The repository operator shall have power:

1) to adopt and use a corporate seal;

(2 to make contracts;, incur liabilities, borrow money, and issue notes, bonds and
other obligations;

3) to purchase, receive, hold, and use real and personal property and other assets
necessary for the conduct of its operations, provided that the repository operator
shall not assert any property interest in an obligation evidenced by an electronic
mortgage note-;

4) to sue and (subject to the provisions of this Act) be sued in any court of law or
equity;

(5) to appoint by its board of directors such officers as it may determine;_and to
define their duties;and-to-dismiss-at-pleasure-any-officers-oremployeesand
compensation;

(6) to prescribe by its board of directors bylaws consistent with this Act and other
applicable law or regulation; and

(7) to exercise by its board of directors or duly authorized officers;_or employees;-o+

agents all powers granted by this Act and such incidental powers as shall be
necessary or appropriate to carry out its purposes.
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(d)  OrcanizATION; GOVERNANCE.—
Q) Boarp oF DirecTors.—The board of directors is the governing body of the
repository operator._Th rd of directors shall perform th

appertaining to the office of directors of [not-for-profit corporations][designated

financial market infrastructur nd all such duti re prescri law.

(2 INITIAL OrGANIZATION.—Soen-afterWithin [three] months of th

of this Act-is-enaeted, the regulator shall promulgate bylaws for the repository

operator and the regulator and the CFPB shall appoint directors subject to

paragraph (3) of this subsection. The regulator shall appoint_the initial seven
directors and the CFPB shall appoint two directors, and a quorum shall consist of
five,_including at least one CEPB director. Any director appointed by the
regulator or the CFPB may be removed from the board of directors at the
pleasure of the appointing agency. The bylaws may establish provisions
consistent with the Act relating to-the-number-of-directors; the qualifications for
directors, their terms of service, and such other matters with respect to directors
as may be appropriate. The bylaws shall provide that subsequent directors be
elected subject to paragraph (3) of this subsection.

(3) SeLecTioN oF DirecTors.—FheThere shall be nine directors_ who shall be elected
or appointed as follows:

(A)  two directors, neither of whom may be officers or employees of the CFPB,
shall be appointed by the CFPB to represent the interests of borrowers and
the public at large;

(B) at least one director and no more than two shall be a member of an
association whose membership represents residential mortgage note
originators;

(C)  the remaining directors shall represent interests of registrants and
gateways of different types and sizes, with due consideration to the need
for directors who have expertise in electronic documentation and systems
and information security (including cybersecurity), and to such other
interests as are consistent with the purposes of this Act.

(4)  BvyrLaws.—The bylaws, in conjunction with this statute, shall be the organizational
documents of the systemrepository operator. The bylaws shall specify the
organizational law of a stateState to fill the gaps in this Act. The board of
directors may at any time modify the bylaws of the repository operator, subject to
the approval of the regulator.

(e) FunDING.—

Q) InmiaL Funping.—There is authorized to be appropriated $150,000,000.00 for the
establishment of the repository operator.

(2 REPAYMENT OF INITIAL FUNDING.— The repository operator shall repay to the
Treasury of the United States the amount of the initial funding provided in
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(f)

(9)

(h)

3)

paragraph (1) of this subsection, plus interest, within the 10-year period beginning
on the date that the repository system commences business.

(A)

(B)

(©)
(D)

Interest shall be payable semiannually in arrears and shall accrue for each
day from the time funds are disbursed until repaid at a per-annum rate
equal to 100 basis points above the rate set forth for the first day of each
semiannual interest period in Federal Reserve publication H.15(519)
under “U.S. government securities—Treasury constant
maturities—Nominal—10-year” or such comparable source as the
regulator may designate.

Principal may be repaid in whole or in part at any time during the 10-year
period at the discretion of the repository operator. Repayments of
principal shall be accompanied by accrued interest on the amount repaid.
The regulator may extend the repayment term for up to five additional
one-year periods.

Until it has repaid the Treasury in full,_with interest, the repository
operator is a “mixed-ownership Government corporation” yrderfor
purposes of 31 U.S.C. 5§88 9101(2).-06. After that, it no longer remains a
“Government corporation” under 31 U.S.C. § 9101.

ONGOING FUNDING.—

(A)

(B)

CotLecTion oF Fees.—FheExcept as prohibited by subsections 16(D)(1)(A)..
16(b)(4), and 16(b)(5), the repository operator may establish and collect

fees for the services provided by the repository system. Such fees may
differentiate between classes or types of services and users of services.
EstABLISHMENT OF FEE scHEDULE.— If the repository operator establishes
fees, it shall establish such fees by system rule at a level sufficient to
permit it to maintain the operations of the repository system, make
payments pursuant to paragraph (2) of this subsection, pay its annual
assessments to the regulator and establish and maintain levels of liquidity
and capital required by the regulator.

ExempTion FRoM TAaxaTioN.—The repository operator shall be exempt from all taxation

imposed by the United States;-any-territorydependency-or-pessession-of the-United-

SupervisioN-AnB-RecuLaTion. —The repository operator shall be subject to the exclusive
supervision of-and-regulation-by the regulator, and shall not be subject to supervision-e+
regulation by any other Federal department or agency [except FSOCthe Financial
Stability Oversight Council] or by any State.

INSOLVENCY OF REPOSITORY OPERATOR.—
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Q) Once it has opened for business, the repository operator may not be a debtor
under title 11 of the United States Code and shall not be subject to the insolvency,
reorganization, conservatorship, receivership, or other similar laws of any State.

2 If the repository operator has opened for business and (i) cannot timely make the
payments required by paragraph (2) of subsection (e); or (ii) if the regulator
otherwise determines that the repository operator is insolvent, the regulator may
operate the repository operator in conservatorship under such rules and
procedures as the regulator may prescrrbe

3) No action at law affecting the repository operator (including any conservatorship
described in paragraph (2) of this subsection) may affect any property rights in an
obligation evidenced by an electronic mortgage note.

[ALT B] SECTION 4. REPOSITORY OPERATOR
(@  AvppLicaTION TO BEcOME RecistrYREPOSITORY OPERATOR.—
1) RecuLaTions.—Within [three] months of the date of enactment of this-Natienal-

Mertgage-Repesitery Act, the regulator shall issue regulations governing the
application process for obtaining the Iicense to be the repository operator. Onee-

teeleta+neJ+eerrseas4herepesﬁoryeperater—The regulator may license onIy one

person to become the repository operator.
2) ContenTs oF THE ArpLicaTioN.—AnN application for licensing of the repository
operator shall include—.
(A)  the applicant’s organizational documents;
(B)  adetailed business plan for commencing the operations of the repository
operator, including a budget;

(D) information on the operational resources of the applicant, including the
expertise of individuals associated with the applicant, and the expertise of
any other persons associated with the applicant, such as trade associations;

(E) identification of the proposed senior managers of the repository operator,
and the relevant experience of such individuals; and
(F)  any other information the regulator determines to be necessary to evaluate
the likely success of the proposed repository operator.
(b) Licensing CRITERIA.—
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1) License.—Not later than [the end of the 2-year period following the date of the
enactment of this Act], the regulator shall issue a license for the repository
operator to the applicant that the regulator determines, in the regulator’s sole
discretion, has the managerial and operational resources to succeed;perform
consistent with the purposes of this Act, especially the purposes described in
subsection (c) of this section.

2 Licensing CriTeria.—INn making a determination under paragraph (1):

(A)  the regulator shall consider (i) the competence, experience, and integrity
of the applicant, the proposed senior managers of the repository-

operatorapplicant, and any other persons associated with the repository-
eperatoras-weH-asapplicant, (ii) the operational resources and future
prospects of the W@MM&M

material ndenci n servi rovi he relationshi n
| . id o l ;
(B)  the regulator shall confirm that the applicant shaH-eitherbelis:
(i) rative, which membership shall
horized : | reqi - and

(i) & organized in a non-profit form; or

(iii) #  organized as a cooperative that distributes any profits only
to the mertgage-eriginators-and-registrantsmembers of the
cooperative in fair proportion to their usage of the
registryrepository system;

(C)  the regulator shall confirm that the organizational documents of the
applicant-wil specify that, if the applicant obtains a license, amendment of
the organizational documents will require the regulator’s permission; and

(D)  the applicant shall demonstrate to the satisfaction of the regulator that its
governance structure, including its organizational documents, will ensure
adequate representation of all interested partiespersons, including
mortgage note originators, borrowers, registrants, authorized transferors,
gateways, and beneficial owners of mortgages. Such governance structure
must-ensure-that those-representing-the-thrterests-ofinvestors in residential

mortgage backed securities. The organlzatlonal documents must provide
hat the CFPB shall int individual ffi r empl f th

&MM borrowers and the publlc at Iarge are-not-directors—-

%ﬁeﬁ#epem%epea##epsueh-appemmenﬁa nd such mdwm_luals will
make up at least twenty percent of the governance structure.
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(©)

(d)

(€)

Purroses.—The purposes of the repository operator are:

1) to develop, maintain and operate the repository system contemplated in this Act;

2 to establish standards and procedures for disposition of
mortgage-relatedinstruments and paper documents submitted to the repository
system, including safekeeping, long-term storage, or destruction;

3) to establish standards and procedures, consistent with privacy concerns, for
making data held in the repository system available to stakeholders and;-te-the-
degree consistent with privacy concerns, to the public; and

4) to establish-procedures-te-secure and protect data collected and maintained by the
repository system against unauthorized access, alteration, use or disclosure;_and

(5)  toensure that repository system records accurately reflect the records and
instruction mitted to the r itor rator.

ConseQUENCEs oF wicensureLicensure.— The following consequences attach to issuance of

the Heense-to-become-the-repository operator_license:

Q) Fhethe successful applicant becomes eligible for the funding described in
subsection (e) of this section;

2 Oneeonce the successful applicant has accepted such funding, it shall be treated
as if it were a “mixed-ownership Government corporation” underfor purposes of
31 U.S.C. 588 9101{2);-06, until it has repaid all such funding in full, with
interest; and

3) Fhethe successful applicant obtains the status of repository operator under this

Act and assumes all rights, powers and respenstbititiesduties of the repository

operator;-ane

D O I

Funbing.—

1) InmiaL Funping.—There is authorized to be appropriated $150,000,000.00 for the
establishment of the repository operator.

2 REPAYMENT OF INITIAL FUNDING.— T he repository operator shall repay to the
Treasury of the United States the amount of the initial funding provided in
paragraph (1) of this subsection, plus interest, within the 10-year period beginning
on the date that the repository system commences business.

(A) Interest shall be payable semiannually in arrears and shall accrue for each
day from the time funds are disbursed until repaid at a per-annum rate
equal to 100 basis points above the rate set forth for the first day of each
semiannual interest period in Federal Reserve publication H.15(519)
under “U.S. government securities—Treasury constant
maturities—Nominal—210-year” or such comparable source as the
regulator may designate.
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(B)

(©)

Principal may be repaid in whole or in part at any time during the 10-year
period at the discretion of the repository operator. Repayments of
principal shall be accompanied by accrued interest on the amount repaid.
The regulator may extend the repayment term for up to five additional
one-year periods.

(3)  ONGOING FuNBINGEUNDING.—

(A)

(B)

CoLrecTion oF Fees.—FheExcept as prohibited by subsections 16(b)(1)(A)..
16(b)(4), and 16(b)(5), the repository operator may establish and collect

fees for the services provided by the repository system. Such fees may
differentiate between classes or types of services and users of services.
EsTABLISHMENT OF Fee-scHepuLeFEE ScHepuLe.— If the repository operator
establishes fees, it shall establish such fees by system rule at a level
sufficient to permit it to maintain the operations of the repository system,
make payments pursuant to paragraph (2) of this subsection, pay its annual
assessments to the regulator and establish and maintain levels of liquidity
and capital required by the regulator.

(¢f)  Supervision-anp-Recuration. —The repository operator shall be subject to the exclusive
supervision of-and-regulation-by the regulator, and shall not be subject to supervision-e+
regulation by any other Federal department or agency [except FS©Cthe Financial
Stability Oversight Council] or by any State.

()  FAILURE oF REPOSITORY 0PERATOROPERATOR.—
(1)  The regulator may terminate the license of the person acting as repository
operator if:

(A)

(B)

the repository operator has not opened for business within [2] years of

obtaining the license to act as repository operator and the regulator

determines in its discretion that—:

Q) the person acting as repository operator has not made adequate
progress in establishing the business operations of the repository
system; or

(i) the person acting as repository operator has engaged in waste of
appropriated funds made available for establishment of the
repository system;

the repository operator cannot timely make the payments required by-

paragraph-(2)-of subsection(e)-ofthis section_4(e)(2);-ef
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(C)  the regulator otherwise determines that the repository operator is
insolvent;

If the regulator terminates the license of the person acting as repository operator

under subparagraphs (B)-(E) of this paragraph, it shall assume operational

responsibility over the repository system unless and until another applicant

receives a license. MMMMM

the requlator in the transition of nd r nsibiliti rnin th

assets of the person actlng as reposﬂory operator shaII vest in the regulator and
the value of such assets shall offset the claim of the United States to repayment of
any funds advanced by the Treasury.

2 As long as the person who is licensed as the repository operator retains its
license, it may not be a debtor under title 11 of the United States Code and shall
not be subject to the insolvency, reorganization, conservatorship, receivership, or
other similar laws of any State.

3) No action at law affecting the repository operator may affect any property rights
in an obligation evidenced by an electronic mortgage note.

SECTION 5. REGULATOR

@) RecuLaTions.—The regulator shall issue regulations pursuant to the Administrative
Procedure Act. In exercising this authority, the regulator shall consult with (i) the CFPB
on matters efcencernto-the CERB-ir-theexercise of its functions under the Federal
eensamepﬁﬂaneraHaws&nd—wwh—any—&ppmaHa%e-FedeF&IL at affect the rights and

d a jeral banking agency (as defined in

12 U S C.8 1813) on matters of concern to such agencies in the exercise of their

supervisory responsibilities. In addition, before issuing regulations addressing data

security, including cyber security, the regulator shall consult with those federal agencies

with responsibility for the security of both private and public critical infrastructure. The

regulator shall issue regulations:

Q) mandating-that-ints-eversight-efrequiring the repository operator;-the-repesitery-
operator-shal-expheithy-consider to have governance arrangements in place that,
among other things:

(A) promote the safety and efficiency of the repository system:; and
(B)  support the stability of the broader financial stabitity-ardsystem, other
relevant publlc interest considerations; w

mark rovidin nsumer pr ions, and the legitimate inter
w
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2 governing the safety and soundness of the operations of the repository system
including capital requirements of the repository operator;

3 establishing limitations, if any, on mortgage notes eligible to be submitted to the
reposﬂory system;

(4)

(5) establishing qualification standards for gateways;

(56) establishing technical, procedural, and substantive data submission requirements
for submission of mortgage notes and modifications into the repository system
that advance the purposes of this Act;

(67) governlng the rep03|tory system S mformatlon securlty p{ceg#&mg nd §¥§1g

(#8)  further defining the scope of the warranties established in this Act;

(89) in consultation with the American Law Institute and the Uniform Law
Commission, responding-to-anyaddressing amendments to the UCC made by any-
statea State subsequent to the enactment of this Act;

[(9)  limiting-the-application-of Sections-9-and10) concluding that one or more.
provisions of section 9 or 12 shall not apply in any State that adopts revisions to
the UCC (i) in a form approved by the YLC-and-AlLl-and-thatUniform Law
Commission and the American Law Institute and (ii) which the regulator deems
to be substantively identical to the specific provisions in Sectionssection 9 andor
12 at |ssue] e

(12) addressing such other matters as it deems necessary or appropriate to carry out the
purposes of this Act;_and

(13)  as otherwise expressly contemplated by this Act.

(b)  Sueervision AutHoriTy.—The regulator has the authority to supervise.

1) the repository operator; and

@) with respect solely to its role as a gateway, any gateway ether-thanexcept a
gateway that is (i) a recorder’s office or (ii) supervised by the Board of
Governors, the FDIC, the NCUA, -erthe OCC, or the CEPB,

as if the repository operator or the gateway were a “depository institution” and the

regulator the appropriate federal banking agency, within the meaning of 12 U.S.C. §

1813;1813.
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(©) ANNUAL ASSESSMENT.—

1) The regulator shall establish and collect from the repository operator an annual
assessment in an amount not exceeding the amount sufficient to provide for
reasonable costs and expenses (including administrative costs and expenses) of
the regulator related to its oversight of the repository operator.

(2)  The regulator [Alt 1: may] [Alt2: shall] also assess examination fees on other
entities it supervises under paragraph (b)(2) of this section, solely to cover the
reasonable costs and expenses (including administrative costs and expenses) of
the regulator related to each such entity’s supervision.

3) The funds received by the regulator from assessments under this subsection shall
not be construed to be Goevernmentgovernment or public funds or appropriated

(d) A person adversely affected by a final decision of the regulator may appeal such final
decision to the United States Court of Appeals for the circuit in which the appellant is
domiciled or to the United States Court of Appeals for the District of Columbia Circuit
within 30 days after the earlier of the date of publication of such decision in the Federal
Register or notice to such person by the regulator.

(e) For purposes of Title VIII of the Dodd-Frank Wall Street Reform and Consumer
Protection Act, the regulator is the “supervisory agency” of the repository operator.

SECTION 6. RERPOSHORY-OPERATOR-SYSTEM RULES
@ Errecrrveness—A system rule is not effective unless it is adopted according to the

(b)-  Minor-Prorosep-SysteM-RuLes——
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naccordanee-with-Seetion-5(d)—  ErrecTiveness.—A system rule is not

ffective unless it i rdin he pr res of thi ion.

()  ArprovAL ProcEess FOR-Non-Minor ProPoseED SysTEM RuLEs.—

1) FiLing; NoTice AND ComMmeNT Process.—The repository operator may file a
proposed system rule with the regulator, accompanied by a concise general
statement of the basis and purpose of such proposed system rule. The regulator
shall promptly publish such proposal and general statement in the Federal
Register. The regulator shall give interested persons an opportunity to submit
written data, views, and arguments concerning such proposed system rule.

(2 Review or-Non-Minor Prorosep System RuLes.—Not later than 180 days after the
date of publication of a-ren-miner proposed system rule under paragraph (1) of
this subsection, the regulator shall:

(A) by public order in accordance with the ARAAdministrative Procedures
Act, approve or disapprove the proposed system rule; or

(B)  publish in the Federal Register a notice of its intent to hold a hearing in
accordance with procedures to be prescribed by regulation and the
timeframe after which,_in accordance with the Administrative Procedures
Act, it will by public order approve or disapprove the proposed system
rule.-

(3) STANDARDS FOR APPROVAL AND DisAPPROVAL.—

(A)  The regulator shall approve a proposed system rule if it finds that such
proposed system rule is consistent with the requirements and purposes of
this Act.

(B)  The regulator shall disapprove a proposed system rule if it does not make
a finding described in elausesubparagraph (A).

4) ConsuLtaTion.—The regulator shall consult with and consider the CFPB’s views
before approving or disapproving a-nen-miner proposed system rule.

(d) Exicencies.—Notwithstanding any other provision of this section, the regulator may
permit a proposed system rule to have immediate effect if it appears to the regulator that
an emergency exists requiring expeditious or summary action. Such system rule shall be
promptly published in the Federal Register along with the regulator’s reasons for
expeditious action. Any system rule approved under this provision shall be published as
an interim final rule, unless it is intended to expire with the emergency.
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SECTION 7. GATEWAYS

()

(b)

(©)

(d)

(€)

THE RoLE-oF-A-cATEWAY-—EXEeptfor-court-ordersf-and-communications-from-borrowers-
orrecorder s-officespursuant-to-Sections-16-or 1#}theRoLE oF A GatEway.—The
repository operator shall only act-enchange the records of the repository system in

response to communications transmitted to the repository operator through a gateway.

RequIREMENTs FOR GATEwAYs.—The repository operator shall establish requirements for

gateways by means of system rules consistent with the qualification standards in the

regulations issued pursuant to Seetiensubsection 5(a)(45) of this Act. Such requirements
must include, among other things, data quality requirements, information security
requirements and financial responsibility requirements.

RoLE oF THE REPOSITORY 0PERATOROPERATOR.—

(1)  Any person, including a recorder’s office, may request that the repository
operator treat it as a gateway. The repository operator shall grant this request if
it finds that the requestor satisfies the regulations and the repository operator’s
qualification requirements.

2 From time to time, but not less than biennially, the repository operator shall
review whether a person may continue to act as a gateway. If such person does
not meet the_requlatory and the repository operator’s qualification requirements,
the repository operator shall cease to treat such person as a gateway.

AbVERSE DEcisioNs.—

Q) A person may appeal any adverse decision of the repository operator concerning
gateway status to the regulator. The regulator shall review the repository
operator’s decision for conformance with this Act, regulations issued pursuant to
this Act, and system rules. The regulator may not grant any preliminary relief
during the pendency of this review.

(2)  The repository operator is immune from any suit based on its refusal to authorize
a person to act as a gateway or its decision to revoke such authorization.

The repository operator shall maintain a public list of gateways-that-efferservicesin-

SECTION 8. SUBMISSION OF MORTGAGE NOTES

()

(b)

UsE oF ReposiTory System.——No person shall be required, by virtue of this Act, to submit

a mortgage note to the repOSItory system. AW

Persons EvicisLE To SusmiT.—A person is eligible to submit a mortgage note to the
repository system if such person is:—
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1)
)
©)

the holder, or other person entitled to enforce the instrument, under Article 3 of
the UCC if the mortgage note is a negotiable instrument;

the person with control of the transferable record if the mortgage note is a
transferable record; or

the person with the power to enforce the mortgage note as determined by State
law other than Article 3 of the UCC if the mortgage note is not a negotiable
instrument or transferable record.

(c)  CREATION OF ELECTRONIC-MORTGAGE-NOTESELECTRONIC MORTGAGE NOTES.—

1)

()

ELicieLe MorTcace NoTes.— The repository operator may accept the submission
of a mortgage note if:

(A) anRLN is associated with the mortgage note and the related mortgage;
(B)  the related mortgage with thean RLN has been submitted for recording;-o+

is-in-the-process-of being-submittedforrecording; in the appropriate
recorder’s office; and

(C)  the mortgage note is being submitted_to the repository system by a person
who is (i) eligible to submit the mortgage note under subsection (b) and
(i) is also the mortgagee of record (or has submitted records to the
appropriate recorder’s office that will result in such person becoming the

mortgagee of record) LﬁaHheﬂmeef—sebrmssre#a—persen%rdeeHﬂed—m

d the mortgagee of

record for purposes of thls subparagraphwggw

Data REQUIREMENTS —A—Su-bm-l-tteF—A person eligible Lg §ggm it a mgrlgggg note

must comply with any relevant system rules or regulations concerning the method

to be used to submit data, data quality standards, required submission format, and

required data. Ata minimum, the submitterperson eligible to submit a mortgage
note must submit:

(A)  the entire-mortgage note, including any allonges or modifications to the
note that were made prior to submission;

(B)  [if not evident on the mortgage note, a record of each transfer (or for
transferable records or controlled records, change of control) of the
mortgage note prior to submission;]

(C)  acopy of the entire mortgage associated with the mortgage note, and if
not evident on the face of the mortgage, record(s) demonstrating:

Q) that the mortgage is recorded (or in-the-process-ef-beingrecorded),-

has been submitted for recording),
(i) that an RLN has been associated with the-recerded mortgage, and

(iii)  the identity of the mortgagee of record,;
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3)

(D) the identity of any servicer(s) (including any master servicers or
sub-servicers) of the obligation evidenced by_the mortgage note and, if a

servicer is also the submitter, the identity of the person on whose behalf
the servicer is servicing;
(E) anindication as to whether anya servicer has authority to modify the

obligation evidenced by the mortgage note, and a general statement as to
h is an f th hori

(F) if the subm%%saetwrgwa#epresentatweeapaeﬁy—sueha&nen%neeep

ntgrggt in thg mgrtgggg note, the |dent|ty of the person H-s-
quﬂw

mitting the mor n .q., tr n rvicer for D);

and

(G) tothe-extentknewnby-the-submitter-contact information of the borrower_
as known to the submitter.

Conversion To ELecTrONIC MorTGAGE Note. —Upon submission of a mortgage note

and all required data in compliance with this Seetiensection, the repository

operator shall:

(A)  create a record in the repository system establishing the electronic
mortgage note in substitution for the_submitted mortgage note; and

(B) identify the submitterperson submitting the mortgage note as the initial

registrant of the electronic mortgage note in the repository system.

Together the acts described in subsections{asubparagraphs (A) and (bB) shall
constitute conversion of the mortgage note.—A#ter—selemissiente_lnto_an_

Mm the repository system a person may become a registrant of
anthe electronic mortgage note only if the repository system identifies such

person as the reglstrant upenheeemmgaregtstrant—suehqeerseamust—lee

entitled-to-enforce-even(A) Even if the submission of the mortgage note
was inconsistent with some or all of the requirements of paragraphs (1)
and (2) of this subsection_8(c):

(i)  tothe extent that tlgg electronic mortgage note is valid and

th istrant is th n entitl nfor
(B) The rep03|tory operator is Ilable for acceptlng—sueh a mortgage note that
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(2) of this subsection 8(c) only if it knew-ersheuld-have-knrewn about the
inconsistencies at the time it converted the mortgage note to an electronic
mortgage note. Any such liability is limited by subsection 19(c) of this
Act.

(d)  Gateway’s WARRANTIES RELATING TO MORTGAGE NOTE SUBMISSIONS.—

1)

(2)

B}

If a_record purporting to be a mortgage note is submitted to the repository

operator within [ten] business days of the date the mortgage note is executed and
Hthe person submitting the mortgage note has-never-been-transferredis the named
obligee, the gateway used to submit the mortgage note warrants_to any person

damaged by a breach of the warranty that:

(A)  the submission is of a mortgage note as defined in this Act;

(B) the person submitting the mortgage note to the repository operator
qualifies as an eligible submitter under subsection (b) of this section;

(BC) the mortgage note is an eligible mortgage note under subsection (c)(1) of
this section;

(D)  all data transmitted by the gateway to the repository system are an.
accurate reflection of the data received by the gateway; and
(€E) if the mortgage note is:

M a negotiable instrument or transferable record, the gateway has
not previously submitted another negotiable instrument or
transferable record fAM:—substantiathyHdentical- tedocumenting
the same debt as the one being deposited; or

(1) neither a negotiable instrument nor a transferable record, the
gateway has not previously submitted a copy of the mortgage note.

With respect to allany other mortgage notes_submitted to the repository operator,

the gateway used to submit thethat mortgage note makes the warranties of

paragraph (1) of this subsection and further warrants that, as of the time of

submission:

(A) there were-ne-unautherized-alterations-efhas been no alteration to the
mortgage note-befere-the-submission;

(B)  the signature or other authentication of the borrower on the mortgage note
was authorized,

(C)  there is no adverse claim to the mortgage note; and

(D)  the submission of the mortgage note includes any_allonges or
modifications that were made prior to submission.

Benericiaries-oF- W ARRANTIES—

For mortgage notes that were executed before the date on which the repository
system first begins to accept submissions, the-warrantieseach warranty of this
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(43)

paragraph (2)-efthis-subsection-areis made only to borrowers damaged by the
breach of thethat warranty.{S} Exeeptforthese_ For all other mortgage
notes within the scope-ef-subparagraph-(B} of this-paragraphthe-warrantiesof

paragraph (2),_each warranty of this subsection-are-madeparagraph runs to any
person damaged by thea breach of that warranty.

Damaces.—A person found to have been damaged by a breach of one of the
warranties in paragraphs (1) and (2) is entitled-te solely to the direct economic
losses caused by the breach.,_except that a borrower may also recover reasonable
attorney’s fees. A person remains liable for a warranty given under this
subsection even after it ceases to be authorized to act as a gateway. The
warranties provided in this subsection are the only warranties provided by a
gateway under this Act but do not replace, and are in addition to, any other
remedies available to borrowers or other persons under this Act or other law.

(e) Repository OperaTorR’s WaARRANTY.—With respect to any electronic mortgage note, the
repository operator warrants that all data in the repository system are an accurate
reflection of the data i-has-received_through the gateway.

SECTION 9. LEGAL EFFECT OF CONVERSION

@) ErrecT oF CONVERSION.—

Conversion of A Mortcace NoTe, —

(A) The obligation evidenced by an electronic mortgage note has the same
effect and validity as the obligation evidenced by the mortgage note prior

to conversion to an electronic mortgage note. Mﬁ

foreqoing, th nversion of a mor n I|m|nr|hh

1)

)

B) The mortgage note ceases to have any effect or valldlty upon conversion.
Any adverse-claimant_claim to the mortgage note becomes an adverse
elatmantclaim to the electronic mortgage note.

legal n f h ligation eviden hr

REQ_QNMERS_LO_N.:OI’]CG a mortgage note is converted to an electronic mortgage
note, it may not be reconverted to a mortgage note or otherwise withdrawn from
the repository system unless so authorized by this paragraph. ia-connection-with-

i i ~theThe regulator may promulgate regulations for
reconverting electronic mortgage notes to mortgage notes; or otherwise
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withdrawing them from the repository system_solely in connection with assuming

the operations of the repository system as conservator in accordance with section
if n ry t rt the safe an nd functioning of th

residential mortgage market.
(b) ArpLicaTiON oF UCC ARTICLE 3.—
(1)  Subject to paragraph (2) of this subsection;-section_and subsections 12(eh), and-
section-18(a)(1), and 19(a)(2):
(A)  Awnan electronic mortgage note shal-be-treated-as-a-hegotiable-trstrument
forall-purposes-Htthat was created based on the submission of:

Q) an instrument that at the time of submission was a negotiable
instrument; or

(i)  atransferable record that at the time of submission was in a
control system-

hall be treat negotiable instrument for all
(B)  Awan electronic mortgage note that was created based on the submission
of:

Q) an instrument but not a negotiable instrument; or
(i) acontrolled record;
shall be treated as a negotiable instrument for all purposes, except there

can be no holder in due course [and additional exceptions to be.

suggested by UL C] of such an electronic mortgage note-; and
(C)  Fhethe person identified by the repository system as the registrant of an

electronic mortgage note has the rights that a holder would have if the
electronic mortgage note were a negotiable instrument, except as
otherwise provided by subparagraph (B) of this paragraph.
2 PosT-ConveRsiON TREATMENT oF THE INSTRUMENT.—ONCe an instrument is converted
to an electronic mortgage note pursuant to this Act:

(A) itshall not be treated as destroyed or as discharged for purposes of Article
3 of the UCC if the instrument’s destruction occurred during or after
submission to the repository operator and such destruction was required
or permitted by system rules or regulations;_and

(B)  the records of the repository system may-be-used-teshall satisfy any post
conversion writing requirement;,

m&d%by& &LQ)MAM a borrower as

directed by a registrant with respect to an electronic mortgage note of the
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borrower shall discharge the borrower’s obligation to have made that
payment to the extent of the payment, even-fan-adverseclaimanthasa-

WWM}&WMM

knowl h rrower th men rohibi injunction or

IrllfV|II n adver Ilmn
operator is that of section 20, and the electronic mortgage note is not subject to:
(A) I rover, detinue, replevin, or other common law i

wrongfully prevents the reqgistrant or authorized transferor from exercisin

(ed) ConTinuous PossessioN.—

1) The person identified by the repository system as the initial registrant shall be
treated for all purposes of law as having had continuous possession or control of
the mortgage note throughout the submission and conversion process.

2 The person identified by the repository system as the registrant shall be treated
for all purposes of law to have had continuous possession of the electronic
mortgage note associated by the repository system with such registrant from the
time #the registrant is so identified until another person becomes the registrant of
such electronic mortgage note.
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(cde)

An electronic mortgage note is:
1) not a security for purposes of:
(A)  federal or stateState securities regulatory laws; or
(B) UCC §8-102(a)(15)(iii)(A);
(2 located in the Hmmwwma%ww

for f hmen rf n, or priority of rity inter

w and
(3) not subject to stateState abandoned property law.

SECTION 10. MODIFICATIONS

(@)

(b)

(ed)

(ce)

The regulator shall issue regulations for the submission to the repository system of

modifications of the obligation evidenced by an electronic mortgage note. Such

regulations shall conform as closely as p035|ble to the regulatlons governlng submission

of the mortgage note,includin apr

the repository operator. The regulatlons shaII

1) require that a modification be submitted through a gateway withinby a specified
time-peried;

@) require the registrant to pay a fine to the repository operator for each business
day of delay in submitting the modification;

3) impose liability on a registrant for any harm to the borrower actuaty-caused by a
delay in submission of the modification.

Any indemnity or other agreement requirin rrower f r other amoun

The reglstrant may submlt any other record that |dent|f|es changes to: (i) the identities or
names of the parties to the obligation evidenced by the electronic mortgage note, (ii) title
to the property securing the obligation evidenced by the electronic mortgage note, or (iii)
the mortgage. The repository operator shall associate such additional records with the

electronlc mortgage note to which they relate. —Fheregletramhay—subrmt—ehdthe

The submlssmn of or fallure to submlt any records under subsections (a)-éngM&)

of this section shall have no effect on the-validity-of sueh-recordswith-suehwhether the
record is valid and enforceable, with the validity and enforceability to be determined

under other law.

WARRANTIES RELATING TO MODIFICATION.—

1) In any_reqistered transfer, the transferring registrant-as-a-matter-of-law,-
represents-and warrants that it has submitted to the repository system any
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modification to the obligation evidenced by the electronic mortgage note to
which it is a party_and any modification of which it has notice. This
representation-and-warranty runs to the borrower and all proximate and remote
transferees of the electronic mortgage note.

2 In any judicial or non-judicial enforcement proceeding, the enforcing registrant;-
as-a-matterof-law,frepresents-and} warrants to the borrower that, prior to the
initiation of the enforcement proceeding, it has submitted to the repository system
any modification to the obligation evidenced by the electronic mortgage note to
Whlch it is a party and any modlflcatlon of which it rseware,—tha%wasen%ere&

SECTION 11. DISCHARGE

(a) RecuLaTions.— The requlator shall issue regulations:
@ egumng that the registrant Qrowde notlce of discharge of a borrower S

note to the regosﬂorg system;
@ () T | I lati .. | . id

which a borrower may prowde notice to the systemrepository operator of the
borrower’s belief that its obligation or the obligation evidenced by the electronic
mortgage note has been dlscharged and request that the registrant or, if

harging the ob o. ion conflrmsuch

(3) ggg¥!g!gg for an appropriate Lgmgg;g for the reqistrant’s failure to provide notice

f harge known h reqistrant;
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The notice requirement in this section does not replace: (i) any requirement under other

law to deliver or record a satisfaction of mortgage nor (ii) any associated penalties for

failure to comply with such requirement.
(b) nce the records of the r itor tem reflect that an obligation eviden n

(c) Except to the extent that the regulator mandates a different retention period or as
otherwise required by law, the repository operator shall destroy all records relating to an
electronic mortgage note [30] years after such electronic mortgage note (i) is discharged
as to all borrowers or (ii) has matured and no notice of discharge or other instructions
have been received by the repository system.

()  Forthepurpose-ofthissection—discharged) “Discharge” refers to any act that terminates
the duties te-theregistrant-of a person who is identified as a borrower under the
obligation evidenced by the electronic mortgage note, including performance,
satisfaction, strict foreclosure, bankruptcy dlscharge @M&M}kor
ether-court order._Full pa ]

ing for the registrant h nnin mk van nrlinfri.

SECTION 12. REGISTERED TRANSFERS AND SECURITY INTERESTS
€)) REGISTERED TRANSFERS.—

1)
registrant or an authorized transferor directing the r itor rator to mak
. | : i) | I
(32)  INerrecTIVE TRANSFERS.—
(A) Ex rovided in ragraph registrant or authoriz

transferor may not transfer an electronic mortgage note outside the
repository system.

(B) Ifaregistrant attempts to make a registered transfer of less than the entire
obligation evidenced by the electronic mortgage note on the repository
system, the reposnory operator shall not effect the Mtransfer

A [ | aA registrant
may a55|gn |ts rlghts to payments out5|de of the regwtrygm system,
either partially or in whole, but suehthe assignment shat-havehas no effect
on the rights and obligations of the borrower, a subsequent registrant of
the electronic mortgage note who takes without knowledge of the

assignment, or the systemrepository operator.
(23)  Subject to paragraph (34), a reqgistered transfer shat-beis deemed to be

accompanied by an indorsement by the registrant or the authorized transferor, as.
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applicable, of the obligation evidenced by the electronic mortgage note in
blankthe name of the reqgistrant with the transfer warranties set forth in UCC_
Article 3-efthe UCC.3.,

3y  Atransferring-partyd) A registrant or authorized transferor may instruct

the repository operator that the obligation should be accompanied by an
indorsement other than the type described in paragraph (23) shat-apphy-so long as

such instruction comports with system rules}. The repository operator shall enter
suehthe instruction in the repository system reeerds-in a manner that permits the
borrower and all future registrants to view the nature of the indorsement.

(45)  Any fransfer-erany-other}-act of the repository operator that changes the
identity of the registrant conveys to the new registrant of the electronic mortgage
note the transferor’s right to enforce the associated mortgage M

n f| lary of h ftr
(b) UCC ARTICLE 9 SECURITY INTERESTS.—

1) The act of submitting a mortgage note to the repository operator and the
conversion of such mortgage note by the repository operator does not affect the
attachment, perfection, or priority of a security interest granted in the mortgage
note that attached before the-submission and conversion. [For purpose of this
paragraph, the location of a mortgage note is determined by its location
immediately before submission.]

(2)  Adescription-orindicationk g Qg ggge; of UCC Avrticle 9 AI‘IIQ|Q 9 an electromc mortgage

it is described or indicated in the bed or mg_llgateo_l in the securlty agreement or fmancmg statement for-

purposes of the UCC as anas:

(A) anelectronic mortgage note; or

(B) as a specific type of collateral defined in the UCC that corresponds to
the mortgage note that was converted to an electronic mortgage note by
operatlon of Seetlen%sesll_an_&_

uGG—Any descrlptlon or indication of a mortgage note that was sufficient before
submission-and-conversion remains sufficient upon and felewing-submissien-
andafter conversion. This paragraph supplements the rules of section 9-108 of the
UCC and does not prevent satisfaction of section 9-108 of the UCC under the
provisions of that section.

3) Nething-in-thisThis Act precludesdoes not preclude the creation of a security
interest in an electronic mortgage note under Article 9 of the UCC. A secured
party-thatis-ret,other than the registrant or an authorized transferor, may-enky
enforce its security interest only as an adverse claim. A secured party thatwho is
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not the registrant but is an authorized transferor may exercise its registered
transfer power and become the registrant in-erder-to enforce its security interest.

SECTION 13. AUTHORIZED TRANSFERORS

(@)
(b)

H

(ce)

An authorized transferor has-the-powertemay effect a registered transfer of the
electronic mortgage note to itself or any other person.
With-respectto-an-electronic-mortgage-note;aA person becomes an authorized

transferor of an electronic mortgage note when the repository operator;--response-to-a-
proper-instruction; creates a eorrespending-recerdrecord of the person’s status as an.
authorized transferor on the repository system_in response to an instruction from the
registrant.

g ly on g authorlzed transferor s&neﬂﬁesM the rep05|tory operator—HMesHheL

associated with an electronlc mortgage note at any given time.

With-respect-to-an-electronic-mertgage-notea(d) A person ceases to be an authorized

transferor of an electronic mortgage note when:

1) such electronic mortgage note has been transferred-eitherby-the-authorized-
transferer-orsubject to a reqistered transfer by the registrant;

(2) the au%h%&ed%#ans#empstam&has%eewmveled—m#}&repeme%ys{em—

rrvk horiz rnfrrin

nl h instruction originall conferrln authorlzed transferorstatus rovi
hat t . ble by # . _
(3)  suehthe electronic mortgage note has been_marked as discharged-_by the
. . | it .
OTHER PoweRrs.—
(1)  FheregistrantretainsatHis-pewers-notwithstandingNotwithstanding the
existence of an authorized transferor, exceptthatthe registrant-may-waive-Hs-
pem,ter—te—trans#eﬂhg rgglggrgm_: of an electronic mgr;gggg note retains |§§ ight to
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2 Notwithstanding the existence of an authorized transferor, the registrant retain

(23)  Nothing in this section gives the authorized transferor any rights in the electronic
mortgage note other than the power to M&tramter

SECTION 14. MORTGAGES ASSOCIATED WITH DEPOSITED
MORTGAGE NOTES

()

(b)

(©)

(d)

FheA person submittingshall only submit a document containing an RLN for recording in
a recorder’s office representsthaprthastheﬂeeweeand—presermmntte—submrt
€€ NAS SUDMITED ( (
gggrgmg wn_:h thg recor gg r's gﬁlge, WI|| §gg t) the related mortgage note to the
repository system.
Any requirement under State law that an assignment of a mortgage from one registrant to
another be recorded is satisfied by the creation by the repository systemoperator of a
record in the repository system reflecting a change in the identity of the registrant of an
electronic mortgage note_that is secured by the recorded mortgage.

Notwithstanding contrar law, the registrant shal-be-treated-for-al-purposes-
asof an electronic mortgage note is deemed the mortgagee of record_for all purposes,
including for purpesesrelease of-releasing the mortgage. H-aAny law that requires notice
be given to a person identified in the recorder’s office as mortgagee-such-taw is satisfied
by giving notice to the registrant of the related electronic mortgage note.

Submission of a mortgage to the repository system does not have the legal effect of
recording the mortgage_or lishing or affecting its validity or priority. Notice of
discharge of an electronic mortgage note provided to the repository system under
Seetionsection 11 does not have the legal effect of delivering or recording a satisfaction
of mortgage.(e) Consistent with this section, nothing in this Act shall alter the
= e T

SECTION 15. SUPERVISORY INFORMATION SHARING

(a)

(b)

Upon request, the regulator may share information obtained through the exercise of its
supervisory or regulatory authority under this Act with other financial supervisors and
regulators to the extent the requested information is relevant to the other financial
supervisor’s or regulator’s exercise of its authority.

Upon request, other financial supervisors and regulators may share information obtained
through the exercise of their supervisory or regulatory authority with the regulator if #the_
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information concerns a gateway se-teng-as-sueh-rfermationand is relevant to the

requirements and standards for certification.

(©) For purposes of this section, “other financial supervisors and regulators” are:

Q) The Board of Governors, the CFPB, the Commodity Futures Trading
Commission, the FDIC, the Federal Trade Commission, the NCUA, the OCC, and
the Securities and Exchange Commission; and

2 State banking, mortgage broker, mortgage lender, and insurance regulators.

SECTION 16. RECORDS, ACCESS RIGHTS, AND DATA SECURITY
€)) CreaTion AND MAINTENANCE OF Recorps.—The regulator shall issue regulations directing
the repository operator to:

1) promptly and accurately record and maintain records of electronic mortgage
notes, registered transfers, modifications, and other instructions or data required
by this Act, regulations, or system rules and submitted to the repository system;

(2 accurately capture the optical information of any paper document that is
submitted to the repository system in accordance with technical standards
prescribed by system rules or regulation; and

3 establish a process for identifying and correcting incorrect information submitted
to or maintained by the repository system.

(b) Access RiGHTs.—

1) The regulator shall issue regulations governing access to information in the
repository system. SuehThe regulations shall be-tailored-tetake into account the
specific needs of borrowers, registrants, gateways, courts, thesetitle searchers,
persons with valid subpoenas, scholars, governmental entities, members-ef-the

general public, potential purchasers, and others identified by the regulator as
needing access. SuehThe regulations shall:
(A)  provide-each-berrowerwithsubject to security procedures to verify the
identity of a borrower or a representative of the borrower seeking to.
inf ion f | ) id ht
each person identified by the borrower as its representative access to_all

|nformat|on concernlng an electronic mortgage note on which such

WDML 0perat0r
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(BC) allow a registrant to access all information concerning the electronic
mortgage notes for which it is the registrant;

(€D) provide access to all records relating to an electronic mortgage note that is
the subject of an adjudication to the court in which such action is pending;
fRe

(BE) protect the privacy interests of the borrower-;_and

2 The registrant may instruct the repository operator that another person is
authorized to access the information concerning a-depesitedan electronic
mortgage note. Upenreceivingsuch-anAfter it receives the instruction, the
repository operator may grant access to such authorized person. Such-anThe
instruction constitutes a warranty by the registrant to the borrower that the
authorized person will keep the information confidential and-w#H not use it for
any marketing purpose. This warranty expires if stehthe authorized person
becomes the registrant.

3) Subject to paragraph (1) of this subsection, the repository operator may establish
system rules concerning the time and manner in which information requests may
be made and responded to, procedures for obtaining certified records from the
repository system, and any fees associated with requests for information or
certified records.

4) The repository operator shall offer each recorder’s office free access to the
records of the repository system that reflect the identity of current and prior

reglstrants and the%h&me#mgm#&nts%at—preeede&eaeheﬁhe%u%

(©) Data Security.—The repository operator shaII maintain an mformatlon securlty program
designed to protect the security and confidentiality of information in the repository
system, to protect against any anticipated threats or hazards to the security or integrity of
suehthe information, and to protect against unauthorized access to suehthe information.
In supervising the repository operator and its activities, the regulator shall follow
guidance issued by the FFHECEederal Financial Institutions Examination Council on
information security programs, including cyber security and critical dependencies.
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SECTION 17. POST-SUBMISSION INFORMATION
(@  Norice BY S%IEMREP_O_SIERX OPERATOR —

1) A
systenteruies—thesytsfeem l I;g ngggr;ggg operator shaII send a notice to the
borrower :

(A)

(B)  whenever there is a change to the repository system records involving an

electronic mortgage note for which the individual is thea borrower. Sueh

The notice shal-entymay disclose only that there has been a change to the

repository system records that the borrower can see by accessing the repository

systemThfrmfhni hall i r Iin.In
mrhnlnn r hni |nIvInh|hrhn|hh

grade.

(2 borrower has identified itself to the i operator in accordance with

system rules, the r itor r shall h notice required in paragraph

ggnyﬂggygn Ig ghg reposi Lg ry operator. If the borrower has not ldentlfled itself
to the systemrepository operator in accordance with system rules, the repository

operator shall send the notice required in paragraph (a)(1) to the borrower
through regular mail at an address provided by the registrant.

3) The repository operator may not impose a fee or other charge on the borrower for
suchthe notices.

(b) NoTice BY REGISTRANT.—

(1)  WheneverWhen disclosure to a borrower is required under 12-USC-8-2605(b}(3)-
andRESPA or 15 USC § 1641(g) with respect to an electronicabligation.
evidenced by a mortgage note, the registrant shall also cause suehthe disclosure
to-alse be provided to the systemrepository operator;_ and

(2 To the extent known by the registrant or any master servicer or sub-servicer of
the registrant, such registrant must provide the following information to the
registryrepository operator as such information changes from time to time:

(A)  contact information of the borrower obtained after submissienconversion
of the mortgage note; and
(B)  the identity and contact information of any successors to the borrower.

SECTION 18. PRESENTMENT AND EVIDENCE; AGENCY

(@  PRrESENTMENT AND EviDENCE.—

(1)  Inthe case of electronic mortgage notes and related records:
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(A)  Anyany statute, regulation, other rule of law, or legal process that requires
that an original or a copy of any documentation or other information that
has been submitted to or created by the repository system be presented,
produced, exhibited, provided, available, or retained for any purpose shat-
bels satisfied by the related record of the repository system that is certified
by the repository operator—;_

(2B) Aa record of the repository system that-is-certified by the repository
operator andthat identifies the current er-any-priorregistrants,authorized-
transferors,-or-gateways-shal-serveregistrant of an electronic mortgage
note serves as irrebuttable proof of the identity of such-party—Fhethe
person with such status on the repository system, but the validity of the
content of all other certified records of the repository system shat-beis
determined underby other law-;_

(3C)-AH. all records of the repository system that are certified by the repository
operator shall be self-authenticating-;_and

(4D) Fhethe regulator shall issue regulations governing certification by the
repository operator of records of the repository system.

(b) Acency.—The extent to which a registrantperson may act through an agent or other

representative for-enfercement-orany-otherpurpese-is determined by other law, except
h way m lin | with an agent of rson.

SECTION 19. REPOSITORY OPERATOR’S RESPONSIBILITY FOR
FRAUD AND ERROR; REPOSITORY OPERATOR'S LIABILITY

@) MuLTiPLE SuBMISSIONS OF THE SAME MORTGAGE NoFENOTE.—

1) If the repository operator believes that a mortgage note iswas submitted more
than once, anby-one-submitter-has the-rights-of a-registrant—Upon-detecting-steh-
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(b)

(€

)

(3)

(B) A court order resolves the identity of the true registrant or determin

If the repository operator now I| Vi erroneously
identified a registrant or erroneously identified two different persons as the
registrant of the same electronic mortgage note, it mayshall correct the error.

If-prior-to-the repository-operator-correcting-such-error; an erroneous registrant
%H%M the electronic mortgage note_b_eLOLeJ_e_

upon cor ggt gt e error as requir eg Q;g paragr ggh 1), the rep03|tory operator
shall ;

(A) compensate the person losing registrant status if suehthat person is a
holder in due course and acted in good faith in acquiring the electronic
mortgage note for value—in%uebrmstanee&, and

(B)

The rep03|tory operator shall promptly notlfy any personst at its records indicate
could be affected by operation of paragraph (1) or (2) of this subsection.

LiaBiLITY.—

1)

)

(3)

The Hability-of the-repository operator shall be liable to registrants, gateways,
adverse claimants, and authorized transferors shal-only-be for economic losses
caused directly by the failure of the repository operator to comply with this Act,
regulations issued pursuant to this Act, or system rules.

Theln connection with its role as repository operator, the repository operator

shall not be liable to any person for consequential or punitive damages[, unless

herwi ided in 1 lations]..

The repository operator shall not be liable to any person because of a force
majeure event, if #the repository operator exercises suchthe diligence-as the
circumstances require. Any registrant or other person that is-legaly-ebligated-to-
act-but-is-netable-te-do-secannot carry out a legal obligation due to the effect of

the force majeure event on the repository operator or repository system may
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delay acting until the force majeure event is-no longer affectingaffects the
repository operator or repository system.

4) The repository operator’s acts pursuant to regulations or its system rules are
immune from antitrust claims.

SECTION 20. ADVERSE CLAIMS

(@)

(b)

(€
(d)

Notice to the repository operator of an adverse claim against an obligation evidenced by

an electronic mortgage note shaHis not-be effective and the repository operator shall not

recognize suchthe adverse claimant unless said adverse claimant obtains a restraining

order, injunction or other appropriate court order effective against the repository

operator.

For purposes of this section, a court order is effective against the repository operator if -

is-issued by:

1) a federal court, State court of general jurisdiction, or (2}  a-federalState court
with special jurisdiction over real estate with personal jurisdiction over the

registrant associated with the electronic mortgage note at issue in the adverse
claim; or+ne-U-S—courthas-suehjurisdiction—+n-
2 a court with personal jurisdiction over the repository operator, if no federal court
: | jurisdicti ial iurisdiction | !

iurisdicti :
The repository operator shall-prempthy notify the registrant promptly of any retice-

effective notice of adverse claim under this-sectionsubsection (a).

The only relief for an adverse claim against the repository operator shall be injunctive,
ordering the repository operator either te-freeze-transfersnot to effect a registered
transfer during the pendency of anrythe action or to change-the-identity-efthe registrant-
to-that-ofeffect a registered transfer to the adverse claimant at the conclusion thereef.of
the action.

SECTION 21. PREEMPTION AND SCORPECONSTRUCTION

(@)

(b)

RuLe or ConstrucTioN.—This Act may not be construed as annulling, altering, e+
affecting, or exempting any person subject to the provisions of this Act from complying
with, the statutes, regulations, orders, or interpretations in effect in any State, except to
the extent that any-sueha provision of law is inconsistent with the provisions of this title,
and then only to the extent of the inconsistency. A determination regarding whether a
statute, regulation, order, or interpretation in effect in any State is inconsistent with the
provisions of this title may be made by the regulator on its own motion or in response to
a nonfrivolous petition initiated by any interested person.

ScoreConsTRUCTION. —{1)  EXcept as expressly provided in the Act, this Act does not
address the rights of borrowers, and obligations of persons to-such borrowers, including
with respect to:
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(Ad)

(B2)

(€3)

(B4)

recovery of monetary damages, whether under statute or other law, resulting from
foreclosure-related conduct, including any misrepresentations about authority to
foreclose of any person;-whetherunder-statute-or-othertaw,

requirements for review of loss mitigation options, including required mediation
and conferences;

borrower claims under State and other federal laws arising from the misconduct
of (i) persons who submit mortgage notes to the repository operator, (ii)
gateways or (iii) registrants;-or

notice requirements:;_or

SECTION 22. JURISDICTION, VENUE AND CONFLICT OF LAWS—

@) Except as provided in this Seetion-and-Subsectionsection and subsections 9(e)(2)[,
12(b)(1)], and 20(b), nothing in this Act shall affect the rules used to determine
jurisdiction, venue or applicable law.
(b) REPOSITORY 0PERATOROPERATOR.—

1)

)

[(3)

AdsuitsAny suit of a civil nature at common law or in equity to which the
repository operator shal-beis a party shall be deemed to arise under the laws of
the United States, and the district courts of the United States shall have original
jurisdiction of all-such-suitsthe suit.

The repository operator, as defendant, may remove a suit to a United States
district court by following the procedure fer-theremeval-of causes otherwise
provided by law for the removal of causes.

LocaTioN oF THE REPosITORY oPERATOR.—The repository operator is located in f——

Jthe jurisdiction in which the chief executive office of the repository operator is
located. [Chartered instrumentality version only.]]

(©) FeDERAL SuBJECT MATTER JURISDICTION.—

1)

FhisExcept as provided in subparagraph (2), this Act does not establish federal

subject-matter jurisdiction with respect to:

(A)  the enforcement of an electronic mortgage note or the associated
mortgage;

(B)  any warranty compelled by this Act that is extended by [the repository
operator or] a gateway; or

(C) inprivate litigation, any warranty compelled by this Act that is extended
by a registrant.
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(2 Paragraph(3)This Act does not preclude anythe assertion of diversity, ancillary,

pendent or supplemental jurisdiction regardingwith respect to the Htigatienactions
described in subparagraphs{A)-(S)-ofparagraph (1).
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