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The Compliance Connection is pub-
lished quarterly and is part of the Bu-
reau’s efforts to improve communication
with the companies we regulate. It is
distributed to Virginia mortgage, con-
sumer finance and industrial loan asso-
ciation licensees, and other interested
parties. It is the licensee’s responsibility
to read this newsletter and to be familiar
with the positions and interpretations
stated herein.

Suggestions and comments concerning
the newsletter or its contents should be
addressed to the Bureau at P.O. Box
640, Richmond, VA 23218-0640 or via

email at bfiquestions@scc.virginia.gov.
— —

Inside this Issue:

VA Begins Processing MLO
Applications

MLO FAQs 1

Education and Testing

Requirements for MLOs 2
Annual Adjustment—High
2
Cost Mortgages
“Pre-Approved” Triggers 2

Disclosure

MLO Bonding Requirements 4

License Update 5-7

Settlements, Fines and the
Literary Fund

Reminders for Consumer
Finance Licensees

SUMMER/FALL 2009

VA Begins Processing MLO Applications

Chapter 16.1 requires the filing of an application for a mortgage loan originator
(MLO) license through the Nationwide Mortgage Licensing System (NMLS). The
Bureau of Financial Institutions began accepting applications for MLO licenses on
August 3, 2009. Although a license is not immediately required, the Bureau started
the application process neatly a year early in order to enable prospective applicants
to file an application and obtain a license before the deadline. This would prevent
interruption of setvice. So far applicants have taken advantage of early filing. It is
expected that as many as 7,000 individuals could seek a MLO license. Prospective
applicants are encouraged to file the MLO application before the end of 2009 and
avoid the last minute rush.

On or after July 1, 2010, unless exempt from licensing, an individual is prohibited
from acting as a MLO, or holding himself out to the general public as a MLO,
unless such individual has first obtained a license under Chapter 16.1 of Title 6.1 of
the Code of Virginia. Pursuant to § 6.1-431.20 of the Code of Virginia, each day
that an unlicensed individual acts as or holds himself out to the public as a MLO
shall constitute a separate violation and the SCC may impose a fine of up to $2500

for each violation. Continued on page 3

Mortgage Loan Originator FAQs
Who is required to be licensed?

1. Individuals acting as mortgage loan originators who are employees or exclusive
agents of licensed mortgage lenders/brokers under Chapter 16 of Title 6.1 of
the Code of Virginia.

2. Individuals, other than registered mortgage loan originators (for a definition of
registered mortgage loan originator, see item 4 below), acting as mortgage loan
originators who are employees or exclusive agents of persons exempt from
licensure under Chapter 16 of Title 6.1 of the Code of Virginia.

3. Individuals acting as mortgage loan originators who are not employees or ex-
clusive agents of either persons licensed or exempt from licensure under
Chapter 16 of Title 6.1 of the Code of Virginia.

Who does notneed a MLO license?

1. Any individual who only performs administrative or clerical tasks on behalf of
a person licensed or exempt from licensing under Chapter 16 of Title 16.1 of
the Code of Virginia, or on behalf of any individual licensed as a Virginia
mortgage loan originator;

2. A person who only performs real estate brokerage activities and is licensed or
registered in accordance with applicable law, unless the person is compensated
by the lender, a mortgage broker, or other mortgage loan originator or by any
agent of such lender, mortgage broker, or other mortgage loan originator;

Continued on page 3
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Educational and Testing Requirements for MLOs

Virginia's pre-licensing educational requirements for MLOs
are set forth in § 6.1-431.9 of the Code of Virginia and are
identical to the requirements of the S.A. F. E. Act. It requires
at least 20 hours of education approved by the Registry
(NMLS). It specifies that educational courses must include at
least 3 hours of federal law and regulations; 3 hours of ethics,
which shall include instruction about fraud,
consumer protection, and fair lending issues;
and 2 hours of training related to lending
standards for the nontraditional mortgage
product marketplace. The law does not spec-
ify the number of hours of state law instruc-
tion. NMLS has approved a number of pro-
viders for offering pre-licensing education

http://mortgage.nationwidelicensingsystem.org.

Educational courses not approved by NMLS or offered by
providers not approved by NMLS will not be accepted as
meeting the S.A.F.E. or Virginia pre-licensing educational
requirements.

Section 6.1-431.10 of the Code of Virginia
sets forth the pre-licensing testing require-
ments for MLOs. The tests are developed by
NMLS with assistance from the states and
administered by test providers approved by
NMLS. Please visit the NMLS Resource
Center for updates and additional informa-
tion including test content outlines and test

courses. A list can be found at the NMLS
Resource Center at

centers.

Annual Adjustment — High Cost Mortgages

On August 10, 2009, the Federal Reserve Board published its annual adjustment of the dollar amount of fees that triggers
additional disclosure requirements under the Truth in Lending Act for home mortgage loans that bear rates or fees above
a certain amount. The adjustment is effective January 1, 2010.

The dollar amount of the fee-based trigger has been adjusted to $579 for 2010. This change was based on the annual
percentage change reflected in the Consumer Price Index that was in effect on June 1, 2009.

The Home Ownership and Equity Protection Act of 1994 (“HOEPA”) restricts credit terms such as balloon payments
and requires additional disclosures when total points and fees payable by the consumer exceed the fee-based trigger
(initially set at $400 and adjusted annually) or 8 percent of the total loan amount, whichever is higher.

Licensees should make sure that their computer systems are propetly adjusted by January 1, 2010 to ensure compliance.
To view the Board’s Notice, go to: http://www.federalreserve.gov/newsevents/press/bcreg/20090810a.htm.

“Pre-Approved” Triggers Additional Disclosure

Mortgage licensees who inform consumers they are preapproved for a mortgage loan must also pro-
vide consumers with a separate written disclosure. Virginia Regulation 10 VAC 5-160-20 (6) re-
quires the disclosure to be given at the same time the pre-approval letter is provided and must be in
at least 10-point type. The disclosure must 1) provide an explanation of what preapproved means;
2) inform the consumer that the consumer’s loan application has not yet been approved; 3) state
that a written commitment to make a mortgage loan has not yet been issued; and 4) advise the con-
sumer what needs to occur before the consumer’s loan application can be approved. If a preap-
proval is initially communicated to the consumer by telephone, the written disclosure must be pro-
vided to the consumer within three business days.
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VA Begins Processing MLO Applications (continued from page 1)

In order to qualify for a license, loan originators must meet certain requirements, including but not limited to the following:
e Completion of pre-licensing education through providers approved by NMLS

e A passing score on the national and state mortgage tests administered by a test provider approved by NMLS

e A satisfactory criminal background check to be administered by NMLS

e A finding of financial responsibility, character and general fitness

e A surety bond in accordance with Chapter 16.1 and Virginia Regulation 10 VAC 5-161-50.

At the time an application for a MLO license is submitted, the NMLS system might not be able to perform certain functions,
including those relating to criminal background checks, and credit reports. However, follow the NMLS application instruc-
tions and submit the application as soon as possible. The Bureau will proceed with the investigation of the application. At the
time the required information becomes available from NMLS, the Bureau should be ready to complete the application proc-
ess.

In order to facilitate the application process, a dedicated telephone number and email address have been established. For
questions or inquiries, please fee to call the Licensing Section of the Bureau at (804) 371-0484 or write to
mlo@scc.virginia.gov. For mote information on how to apply for a MLO license, visit the Bureau’s Resource Center at
http://www.scc.virginia.gov/bfi/index.aspx and the NMLS website at http://mortgage.nationwidelicensingsystem.org.

Mortgage Loan Originator FAQSs (continued from page 1)

3. Persons solely involved in extensions of credit relating to timeshare plans;

4. A registered mortgage loan originator. "Registered mortgage loan originator" means any individual who (i) meets the
definition of mortgage loan originator and is an employee of (a) a depository institution, (b) a subsidiary that is owned
and controlled by a depository institution and regulated by a federal banking agency, or (c) an institution regulated by the
Farm Credit Administration, and (ii) is registered with, and maintains a unique identifier through, the Registry;

5. Any individual who offers or negotiates terms of a residential mortgage loan with or on behalf of an immediate family
member;

6. A licensed attorney who negotiates the terms of a residential mortgage loan on behalf of
a client as an ancillary matter to representing the client, unless the attorney is compen-
sated by a lender, a mortgage broker, or other mortgage loan originator or by any agent
of such lender, mortgage broker, or other mortgage loan originator;

7. An individual performing certain loan servicing activities on behalf of a note holder.
Who must submit application Form MU4?

Each individual mortgage loan originator must submit Form MU4 through NMLS. Visit

http://mortgage.nationwidelicensingsystem.org and click “Getting Started.”
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Bonding Requirements for MLOs

There are two types of surety bond forms in Virginia, form CCB-8813 and form CCB-8814. These surety bond forms
will replace surety bond form CCB-8802 at the time the first MLO of a licensee applies for a license.

Form CCB-8813 will be used by the great majority of applicants. Individuals wishing to obtain a mortgage loan origina-
tor license who are employees or exclusive agents of mortgage lenders/brokers licensed ot exempt from licensing put-
suant to the Virginia Mortgage Lender and Broker Act will be covered by surety bond form CCB-8813. Each mortgage
lender and broker, including a sole proprietor whether or not he employs other loan originators, must obtain surety
bond CCB-8813, as prescribed by Virginia regulation and submit it to the Bureau within 5 days from the filing of a
mortgage loan originator application through NMLS. If a mortgage lender and broker has submitted the surety bond
CCB-8813 on a previous filing and the bond remains in force, it is not necessary to file a new bond.

Independent contractors taking loan applications or offering or negotiating terms of a residential mortgage may need to
obtain a mortgage broker license and a mortgage loan originator license. These individuals will file surety bond CCB-
8813, which will cover the bonding requirement for both licenses.

The following table establishes the amount of the surety bond required to be filed on behalf of mortgage loan origina-
tor applicants. The amount of the surety bond will be based on the total dollar volume of Virginia residential mortgage
loans originated during the preceding calendar year by the entity or individual filing the bond.

Schedule showing Surety Bond amounts by loan volume

Dollar Volume Bond Amount
$0 — $5,000,000 $25,000
$5,000,001 — $20,000,000 $50,000
$20,000,001 — $50,000,000 $75,000
$50,000,001 — $100,000,000 $100,000
Over $100,000,000 $150,000

If a person filing a bond on behalf of a mortgage loan originator applicant was not conducting a mortgage lending or
brokering business or performing business as a mortgage loan originator during the previous calendar year, the surety
bond requirement is $25,000.

For persons licensed under Chapter 16 of Title 6.1 of the Code of Virginia (Virginia Mortgage Lender and Broker Act)
as a mortgage lender or a mortgage lender and mortgage broker, the minimum surety bond is $50,000. Submitting
surety bond CCB-8813 in the appropriate amount (i.e.: $50,000 or the amount specified in the preceding table, which-
ever is greater) will meet Virginia Mortgage Lender and Broker Act requirements as well as mortgage loan originator
bond requirements.

Annual Report Forms are Coming!

Consumer finance and mortgage lenders and brokers licensed by the Bureau of Financial Institutions are
each required to file an Annual Report with the Bureau. These reports pertain to the business conducted
and should not be confused with the corporate annual report (filed with the Office of the Clerk) required
for corporations. The annual report forms will be mailed to licensees in December 2009; however copies of
each type of annual report form will be available in the middle of December on the Bureau’s web site at
http://www.scc.virginia.gov/bfi/reg inst/repts.aspx.
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License Update

The following is a list of companies that have surrendered their license, had their license revoked, had an application denied,
or paid a fine since May 15, 2009. This list should be helpful to keep track of companies with which you do business. These
lists are accurate as of August 15, 2009. Call the Bureau if you have a question concerning a recent denial, surrender or regu-
latory action taken by the Commission. A list of current mortgage licensees is available on our Web site:

http:/ /www.scc.virginia.gov/bfi/reg_inst/mort.aspx

Mortgage Licenses Surrendered

DUE TO THE LARGE NUMBER OF LICENSEES WHO SURRENDERED THEIR LICENSE (BETWEEN MAY 15, 2009 —
AUGUST 15, 2009) AND THE SPACE LIMITATIONS OF THIS NEWSLETTER, THE “SURRENDERED” LIST THAT
USUALLY APPEARS HERE CAN BE FOUND ON THE BUREAU’S WEB SITE AT
http:/ /www.scc.virginia.gov/bfi/reg_inst/surt.aspx

| |
Mortgage Licenses Denied
MC-5372 Vanguard Funding, LLC, 7/17/09

| I

Mortgage Licenses Revoked

The following licenses were revoked for failure to maintain a surety bond, in violation of § 6.1-413 of the Code of
Virginia:
MC-4774 PAC Mottgage Specialists, LLC, 6/16/09 MC-2535 Regal Online Mortgage.com, Inc. (Used in Virginia by:

Regal Mortgage C 6/19/09
MC-4651 MFS Lending, Inc. (Used in VA by: Millennium egal Mortgage Company), 6/19/

Financial Services, Inc.), 6/16/09 MC-4777 Mottgage Officials, LL.C d/b/a Mortgage

o . . Officials.com, 8/4/09
MC-4346 Virginia Mortgage Professionals, LLC (Used in VA by:

Morttgage Professionals, LLC), 6/16/09 MC-4643 Global Morttgage Financial Group, Inc., 8/4/09
MC-4176 Lux & Associates, LI.C, 6/16/09 MC-2607 BancFinancial Mottgage Inc., 8/4/09
MC-4228 California Loan Setvicing, LL.C, 6/19/09 MC-3671 Liberty Financial Mortgage Group, Inc., 8/4/09

MC-5140 4th Dimension Mortgage, Inc., 6/19/09

The following licenses were revoked for failure to respond to requests for information from the Bureau, in viola-
tion of Virginia Regulation 10 VAC 5-160-50:

MC-2988 HomeBridge Mortgage Bankets Cortp. d/b/a MC-683 The Funding Group, Inc., 6/16/09

Refinance.com, 6/3/09 . .
MC-2872 The Money Ttree Financial Cotp., 6/19/09

MC-4628 1st Capital Mortgage, Inc., 6/8/09 o )
MC-3204 Elite Financial Investments, Inc., 6/22/09

MC-4311 Freedom Banc Mortgage Services, Inc., 6/16/09

The following licenses were revoked for failure to file the 2007 annual report by March 1, 2008; pay a penalty for
the late filings; and file the 2008 annual report by March 1, 2009, as required under § 6.1-418 of the Code of Vir-
ginia:

MC-3579 Universal Mottgage Agency Inc. (Used in VA by: Universal Mortgage Incorporated) - 6/5/09

MC-4615 Bridgewatet Financial Mortgage Brokerage, LLC d/b/a Bridgewater Financial - 6/8/09

MC-2246 Financial Advantage Funding Cotporation - 6/8/09

(continued on next page)
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The following licenses were revoked June 23, 2009 for failure to file the 2008 annual report by March 1, 2009, as

required under § 6.1-418 of the Code of Virginia:

MC-4253 1st Fidelity Mortgage Group, Ltd. (Used in VA by: First
Fidelity Mortgage Group, Ltd.)

MC-4117 1st Potomac Mortgage Corporation

MC-4196 A R Financial Corp of New Jersey (USED IN VA BY:
AR FINANCIAL CORP.)

MC-4073 Admiral Lending, LL.C d/b/a TheEquityNetwork.com
MC-4428 Advanced Home Loans Corp

MC-2011 Affinity Mortgage Company, Inc.

MC-3773 ALI Mortgage Inc.

MC-2912 Alliance Commetcial Group LLC d/b/a Alliance Home
Mortgage Capital

MC-3750 American Home Lending, Inc.

MC-3447 Andrus Mortgage Group "LLC"

MC-2648 Avid Mortgage Corporation

MC-4955 BancStar on Capitol Hill, LL.C

MC-2204 Bekele L. Erenna d/b/a Absolute Mortgage Setvices
MC-3092 CapitalMAC, LLC

MC-3724 Captus Capital, Inc.

MC-4090 CCSF, LLC Greystone Financial Group
MC-4743 E Mortgage Solutions, Inc.

MC-2824 eFinancial Mortgage Corporation
MC-4352 Equal Equity Mortgage, Inc

MC-1193 Federal Mortgage Exchange Network, Inc.
MC-3554 First Guardian Mortgage Cotrporation
MC-4884 First Preferred Financial, Inc.

MC-4438 Freedman Capital Group, LLC

MC-4940 Freedom Mortgage Solutions, LLC
MC-2165 Great Lakes Financial Corporation

MC-3981 Greater Pgh. Home Equity, Inc. d/b/a Wholesale
Lenders of America

MC-3805 Greenway Financial, Inc.
MC-2259 Heritage Home Funding Corp.
MC-2827 Homes For You U.S.A., LLC

MC-529 Homestead Acceptance, Inc.

MC-989 John A. Belford t/a First Vitginia Financial
MC-2991 KBM Financial Group, LLC

MC-2374 Kensington Financial Services LLC

MC-2616 L&S Mortgage Group, Inc.

MC-2495 Lawrence A. Rao d/b/a Mortgage Bankers Trust
MC-2428 Lendia, Inc.

MC-2706 Loan America, Inc.

MC-4654 Lotrdsman, Inc.

MC-3136 MacArthur & Baker International, Inc. d/b/a MBI
Mortgage Funding

MC-1644 Market Mortgage Inc (Used in VA by: Superior
Mortgage Inc.)

MC-3582 Masari, Inc USA

MC-4815 Masters Home Mortgage LLLC
MC-4645 MIT Funding Cotp.

MC-2591 Mortgage International, Inc.
MC-3777 Net Trust Mortgage, LL.C
MC-3557 Nova Mortgage, LL.C

MC-4499 Pacific Wholesale Mortgage, Inc.

MC-1664 Pinnacle Mortgage Corporation of Maryland (Used in
VA By: Pinnacle Mortgage Corporation)

MC-4102 Pope Mortgage & Associates, Inc.

MC-3183 Prestige Financial Group of Florida, Inc. (Used in VA
by: Prestige Financial Group, Inc.)

MC-4462 Primary Partners Corp (Used in VA by: Primary
Partners)

MC-4037 PTF Financial Cotp. d/b/a My Mottgage Company
MC-4534 Residential Loan Centers of America, Inc.

MC-3693 Richatd Jeynson d/b/a Olympic Bancorp Mortgage
MC-4769 Roca Funding Group, Inc.

MC-595 Scot D. Shumway d/b/a Residential Lending Services
MC-4323 Secure Mortgage & Investments, LL.C

MC-4261 Sentinel Home Mortgage, LLLP

MC-1794 Sunshine Mortgage Corporation

(continued on next page)
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The following licenses were revoked June 23, 2009 for failure to file the 2008 annual report by March 1, 2009, as re-
quired under § 6.1-418 of the Code of Virginia: (continued from previous page)

MC-2169 The Credit People Company MC-4988 U.S.F.I. Lending Group Inc. (Used in VA by: U.S.

) Funding Inc.)
MC-5173 TriVantage Bancorp, LLC

i . MC-1687 Virginia One Mortgage Corporation
MC-4478 Trustbanc Mortgage Corporation (Used in VA by:

TrustBank Mortgage Corporation) MC-4957 William L. Cothran, Jr. d/b/a Cothran Insurance
MC-3891 US Equity Mortgage, LL.C

Settlement Orders

MC-4366 Ametican Prospetity Mortgage, LLC — settlement order entered 5/26/09. Paid $600 for alleged failure to timely file its 2007
annual report.

MC-297 Mortgage Access Corp. d/b/a Weichert Financial Services — settlement order entered 5/29/09. Paid $1,000 for allegedly relo-
cating an office without obtaining prior Commission approval.

MC-3865 Leader One Financial Corporation — settlement order entered 7/24/09. Paid $2,500 for alleged failure to respond to Bureau
requests for information relating to its examination report.

MC-2140 Colonial 15t Mortgage, Inc. — settlement ordet entered 7/31/09. Paid $3,500 for allegedly using radio advertisements that did
not contain disclosures required by Virginia Regulation 10 VAC 5-160-50.

MC-3497 ABC Mottgage Funding, Inc. — settlement order entered 8/7/09. Surrendered its license in lieu of paying fine for alleged
violations of numerous provisions of Virginia law, as well as opening an office without obtaining prior approval from the Commis-
sion.

The following settlement orders were entered as a result of licensees sending solicitations to Virginia consumers which alleg-
edly violated various provisions of 10 VAC 5-160-50 of the Virginia Administrative Code and Chapter 16 of Title 6.1 of the
Code of Virginia:

MC-5134 American Advisors Group, Inc., 5/15/09 — paid $7,500
MC-3257 Axis Financial Group, Inc., 7/23/09 - paid $2,500
MC-839 Dominion First Mortgage Cotporation, 6/8/09 - paid $2,500

Settlements, Fines and the Literary Fund

Ever wonder what happens to the money we collect through fines and settlements from our licensees? If you think we
keep the money and spend it, you are mistaken. All money collected by the Bureau through fines and settlements is sent
to Virginia’s Literary Fund. This fund is a permanent and perpetual school fund that began in 1810 and was later estab-
lished in the Constitution of Virginia. Revenues to the Literary Fund are derived primarily from criminal fines, fees, and
forfeitures; unclaimed and escheated property; and repayments of prior Literary Fund loans. Unclaimed lottery winnings
are also a source of revenue to the fund.

The Literary Fund is typically used to provide low-interest loans for school construction; grants
under the interest rate subsidiaty program; debt services for technology funding; and to support the
state’s share of teacher retirement.

Source: January 16, 2007 Status Report on the Literary Fund presented to the House Appropria- .-(
tions Subcommittee on Elementary and Secondary Education.
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Reminders for Consumer Finance Licensees

Pursuant to Section 6.1-267 of the Code of Virginia, thirty days written notice is required before conducting any other
business in the same office where loans are being made pursuant to the Consumer Finance Act (Chapter 6 of Title 6.1 of
the Code of Virginia). The notice shall be submitted to the Bureau on Form CCB-4403

which is available on our web site at www.scc.virginia.gov/publicforms/70/ccb4403.pdf.

Section 6.1-276 of the Code of Virginia requires that for the period beginning six months af-
ter the date of maturity (as originally scheduled or as deferred in the event of deferment), the
interest rate on any loan made pursuant to the Consumer Finance Act must be reduced to 6%
per year. Please be advised that the Bureau’s longstanding position has been that all con-
sumer finance loans are subject to this rate reduction requirement, including loans that have
been reduced to a judgment.

""; MW““ Qf
wFimancial Institutions

IR G INIA TATE ORPORATION OMMISSIOoN

1300 East Main Street, Suite 800, Richmond, VA 25219

IMPORTANT REGULATORY INFORMATION ENCLOSED
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