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A Mortgage Administrator is a business that:

* Receives mortgage payments from borrowers and sends them to investors.
* Takes steps on behalf of investors to enforce payments under mortgages.
* Is not required to appoint a Principal Broker, and its employees are not required to be licensed.

As of July 1, 2008, each Mortgage Administrator must be licensed with the Financial Services Commission of Ontario
(FSCO) if it wishes to do business in Ontario.

Requirements for a Mortgage Administrator Licence

In order to act as a Mortgage Administrator, a business:

* Must be incorporated or formed in Canada (for partnerships and corporations) or be a resident of Canada (for sole
proprietorships).

* Must have a mailing address in Ontario that is suitable for receiving registered mail (it cannot be a post office box).

* Must have errors and omissions insurance which covers fraudulent acts up to a minimum of $500,000 for any one
occurrence and $1 million for all occurrences during a 365-day period.

* Must have a Mortgage Administrator licence issued in its legal name, or in both its legal name and one other name that
is registered under the Business Names Act. (If a business is a licensed Mortgage Brokerage, it must have a separate Mortgage
Administrator licence if it is also conducting business as a Mortgage Administrator.)

* Must meet the suitability requirements that are listed in the regulations, along with its sole proprietor, partners or officers,
and directors (as applicable).

* Must prove it has a financial guarantee for $25,000. The financial guarantee may be: an irrevocable letter of credit with
a financial institution, unimpaired working capital, a surety bond issued by an insurer licensed under the Insurance
Act, or some other form of financial guarantee which is approved by the Superintendent.

Licensing Criteria

The new Act’s regulations require that for each application for a Mortgage Administrator licence, FSCO consider the following:
* Whether the Mortgage Administrator can be expected to be financially responsible in its business, considering its
financial position.

e Whether the past actions of the Mortgage Administrator’s sole proprietor, officers, directors or partners (as applicable)
provide reasons for believing that the Mortgage Administrator’s business will not be carried out in a lawful or honest way.

* Whether the Mortgage Administrator currently is, or will be doing, any business that will not follow the new Act.
e Whether false statements have been made on the Mortgage Administrator licence application.

Other issues or facts may also be considered by FSCO’s Superintendent.

Please note that this handout is providing a general summary of the new Mortgage Brokerages, Lenders and Administrators Act, 2006. For full
details please refer to the actual Act and regulations, which can be accessed on FSCO'’s website at www.fsco.gov.on.ca and click on Mortgage Brokers
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Principal Brokers

Under the new Mortgage Brokerages, Lenders and Administrators Act, 2006 (the new Act), each Mortgage Brokerage must
appoint one Principal Broker. A Mortgage Brokerage must have a Principal Broker at all times and there may only be one
Principal Broker at a time.

Key Date to Note

Starting July 1, 2008, each licensed Mortgage Brokerage will need to select one licensed Mortgage Broker to act as its
Principal Broker.

A Principal Broker:

* Is appointed by the Mortgage Brokerage to act as its Chief Compliance Officer.

* Must be licensed as a Mortgage Broker.

* Makes sure that Mortgage Brokers and Mortgage Agents are adequately supervised.

* Ensures that the Mortgage Brokerage and each Mortgage Broker and Mortgage Agent follow all the regulations and
requirements that apply under the new Act.

* Ensures that the Mortgage Brokerage takes reasonable steps to deal with any breaches of the new Act.

* Reviews the Mortgage Brokerage’s policies and procedures to ensure the Mortgage Brokerage follows the Act and that
Mortgage Brokers and Mortgage Agents are adequately supervised.

* Signs and approves any trust account reconciliation statements prepared by the Mortgage Brokerage to confirm that they
are accurate.

Required Qualifications

In order to be a Principal Broker, you must be a licensed Mortgage Broker who is authorized by the Mortgage Brokerage to
deal or trade in mortgages on its behalf.

You also need to have the following status:

e If the Brokerage is a corporation, you must be a director or officer of the corporation.

e If the Brokerage is a partnership (other than a limited partnership), you must be a partner.

* If the Brokerage is a limited partnership, you must be a general partner, or a director or officer of a corporation that is a
general partner.

e If the Brokerage is a sole proprietorship, you must be the owner or sole proprietor.

Licensing Criteria

Under the new Act, a Principal Broker must be licensed as Mortgage Broker. For each application for a Mortgage Broker
licence, the Financial Services Commission of Ontario (FSCO) considers the following;:

e Whether your past actions provide reasons for believing that you will not deal or trade in mortgages in a lawful or honest way.
* Whether you currently are, or will be doing, any business that will not follow the new Act if you are licensed.
* Whether you have made any false statements on your licence application.

™
Other issues or facts may also be considered by FSCO'’s Superintendent.
Please note that this handout is providing a general summary of the new Mortgage Brokerages, Lenders and Administrators Act, 2006. For full

details please refer to the actual Act and regulations, which can be accessed on FSCO'’s website at www.fsco.gov.on.ca and click on Mortgage Brokers
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Mortgage Brokers

A Mortgage Broker is a person who:

e Deals or trades in mortgages for a Mortgage Brokerage.
* May be responsible for supervising the activities of Mortgage Agents.

Key Date to Note

* On]July 1, 2008, the current Mortgage Brokers Act will be withdrawn and all current Ontario Mortgage Broker registrations
will expire.

e Starting July 1, 2008, each Mortgage Broker must be licensed with the Financial Services Commission of Ontario (FSCO)
if he/she wishes to do business in Ontario and use the title “Mortgage Broker.”

Requirements for a Mortgage Broker Licence

In order to be licensed as a Mortgage Broker, you must:

* be 18 years of age or older,

¢ be a resident of Canada,

* have a mailing address in Ontario that can receive registered mail (not a post office box),
* be authorized by a Mortgage Brokerage to deal or trade mortgages on its behalf,

* work for only one Mortgage Brokerage,

* have been licensed as a Mortgage Agent for at least 24 months, during the 36-month period preceding the application
for the Mortgage Broker licence*, and

* successfully complete an approved educational course and exam for Mortgage Brokers, up to three years before applying
for a Mortgage Broker licence.

Licensing Criteria

The new Act’s regulations require that for each application for a Mortgage Broker licence, FSCO consider the following:

* Whether your past actions provide reason for believing that you will not deal or trade in mortgages in a lawful or honest way.
* Whether you currently are, or will be doing, any business that will not comply with the new Act if you are licensed.
* Whether you have made any false statements on your Mortgage Broker licence application.

Other issues or facts may also be considered by FSCO'’s Superintendent.

*In certain circumstances, experience under the Mortgage Brokers Act may satisfy this requirement.

Please note that this handout is providing a general summary of the new Mortgage Brokerages, Lenders and Administrators Act, 2006. For full
details please refer to the actual Act and regulations, which can be accessed on FSCO'’s website at www.fsco.gov.on.ca and click on Mortgage Brokers
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A Mortgage Agent is an individual who deals or trades in mortgages for a Mortgage Brokerage, under the
supervision of a licensed Mortgage Broker.

Key Date to Note

Starting July 1, 2008, each Mortgage Agent must be licensed with the Financial Services Commission of Ontario (FSCO)
if he/she wishes to do business in Ontario.

Requirements for a Mortgage Agent Licence

In order to be licensed as a Mortgage Agent, you must:

* be 18 years of age or older,

¢ be a resident of Canada,

* have a mailing address in Ontario that can receive registered mail (not a post office box),
* be authorized by a Mortgage Brokerage to deal in mortgages,

* work for only one Mortgage Brokerage,

* meet or be exempt from the Mortgage Agent education requirements (please refer to the Mortgage Agent Education &
Equivalency Requirements handout in this Tool Kit), and

* have a valid e-mail address (this is necessary for the application process).
Licensing Criteria

The new Act’s regulations require that for each application for a Mortgage Agent licence, FSCO consider the following:

e Whether your past actions provide reason for believing that you will not deal or trade in mortgages in a lawful or honest way.
* Whether you currently are, or will be doing, any business that will not comply with the new Act if you are licensed.
* Whether you have made any false statements on your Mortgage Agent licence application.

Other issues or facts may also be considered by FSCO'’s Superintendent.

Please note that this handout is providing a general summary of the new Mortgage Brokerages, Lenders and Administrators Act, 2006. For full
details please refer to the actual Act and regulations, which can be accessed on FSCO'’s website at www.fsco.gov.on.ca and click on Mortgage Brokers
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Under the new Mortgage Brokerages, Lenders and Administrators Act, 2006 (new Act), the following professionals/businesses are
exempt from the requirements to be licensed as Mortgage Brokerages, Mortgage Brokers or Mortgage Agents:

e Individuals or businesses that provide referrals which give limited information about a borrower to a potential lender,
and vice versa (as set out in regulation 407/07).

* Lawyers who act in a professional legal capacity, on behalf of clients. In these circumstances, a lawyer can: request another
person to lend money to a client, administer or deal in mortgages, and solicit or trade in mortgages for a client. However,
lawyers cannot hold out, promote or advertise that they are dealing or trading in mortgages.

* Financial institutions, for example: banks and insurance companies.

¢ Directors, officers and employees of financial institutions are exempt from requiring a licence as long as they are
acting on behalf of their employer.

¢ Trustees in bankruptcy.

* Any individual or business acting under a court order.

¢ Certain statutory corporations.

* Directors, officers and employees of Crown agencies.

* Directors, officers and employees of exempted businesses.

Additional Exemptions:

Exemptions for dealing in mortgages
* consumer reporting agencies

Exemptions for trading in mortgages

* dealers registered under the Securities Act
* in connection with mortgage securitization
* acting through an intermediary

Exemptions for mortgage lending
* acting through an intermediary

Exemptions for administering mortgages

* acting for the Crown

* acting for a financial institution or finance company
* aregistered collection agency

* in connection with mortgage-backed securities

Please note:

* If you're a Real Estate Broker who carries out mortgage broker activities, you must be licensed as a Mortgage Brokerage,
Mortgage Broker or Mortgage Agent, unless an exemption applies.

 If you are a Mortgage Agent who works for commission and are self-employed, you are not considered to be an employee
of a financial institution. Therefore, you are not exempt from the licensing requirement.

* If you are a Financial Planner or other professional and are providing your clients more than
the limited information that is allowed by regulations for making referrals, you need to be
licensed unless an exemption applies.

Please note that this handout is providing a general summary of the new Mortgage Brokerages, Lenders and Administrators Act, 2006. For full

details please refer to the actual Act and regulations, which can be accessed on FSCO'’s website at www.fsco.gov.on.ca and click on Mortgage Brokers
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