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Senate Bitt 1026
FinanciaI lnstitutions - Consumer Credit - Application of Licensing Requirements

(Marytand Secondary Market Stabitity Act of 20251

Good afternoon, Vice Chair Hayes and members of the Finance committee;

Thankyou forthe opportunityto present Senate Bitt 1026: FinanciaI Institutions - Gonsumer Credit
- Apptication of Licensing Requirements (Marytand Secondary Market Stabil,ity Act of 20251.|t
enacted this emergency biU witt hetp restore stabil,ity to the mortgage market in our great State.
Faiture to pass this bitl, risks continued disruption of the State's mortgage and other securitized loan
markets.

A recent tegal. decision, Estate of Brown v. Ward, hetd that secondary mortgage market purchasers of
loans, (e.9., trusts, and other [oan securitization vehictes) must obtain licenses, when previously
there had been no need. This bitt witl return the market to the position in which it existed prior to the
Brown decision; specificatty, it exempts from licensure the speciaI purpose trusts used to facititate
the mortgage and other consumer loan markets.

The trusts covered by this bitt obtain their loans from licensed lenders and utitize licensed loan
servicers. These trusts and other speciaI purpose entities are often passive and transient, meaning
there is no person to assign a license to, or for the Office of Financiat Regutation (OFR) to examine as

att their loan retated activity is carried out through licensed toan servicers. This ruling forced lenders
to make difficult choices-some have atready stopped offering certain loan products in the state,
and others have indicated they may cease lending here attogether. This is not an abstract concern.

The vast majority of mortgage toans originated in Marytand-tike in the rest of the country-are sol.d

on the secondary market and pool,ed into residentiat mortgage-backed securities. Roughty 25-350/o

of Maryl.and loans are pool,ed and sotd outside of government-sponsored entities (GSEs) such as

Fannie Mae and Ginnie Mae. The Brown decision created uncertaintyforthesetransactions, resutting
in reduced mortgage avaitabitityfor Marytand borrowers.

Left unaddressed, this situation wi[[ harm Marytand homeowners and our state's economy. Mortgage
tending is highty competitive, and lenders are not obl.igated to operate in any singte state. lf regutatory
burdens here become too comptex or costty, they can and witt choose to do business etsewhere. We

are atready seeing signs of market contraction, which coutd resutt in fewer toan options, higher costs,
and a less competitive mortgage [andscape for Marytand residents.



OFR took immediate action fotl.owing the decision to provide ctarity and issued interpretive guidance

in January, temporarity detaying enforcement of the new [icensing requirement until. Juty of 2025. This
detay was intended to attow time for the Generat Assembty to act-and this bitt is the necessary
tegistative remedy.

Senate Bit[ 1026 is a targeted and practica[ sotution that does not reduce consumer protections.
Lenders and servicers wit[ remain subject to robust licensing, oversight, and enforcement by OFR to
ensure fair tending practices. This bitt simpty reaffirms the regutatory approach that was in ptace prior
to the Brown decision-ensuring passive trusts do not require [icensure white maintaining the strong
consu mer protectio ns M a ryta nd borrowers deserve.

Additionatty, this tegistation provides for the estabtishment of a ticensing study group to meet over
the summer of 2025. This group wil,t review Marytand's ticensing framework and make
recommendations to ensure we continue to strike the right batance between consumer protection
and market competition.

lf the General Assembty does not pass this tegistation, OFR witl. be forced to ticense and examine
thousands of passive trusts and entities, a massive and unprecedented burden on its regutatory
system. This is not a sustainabte path forward, nor is it in the best interest of Maryl.and borrowers.

For atl, of these reasons, I respectfutty request a favorabte report on Senate Bill 1026.


