THE COMPLIANCE CONNECTION

REGULATORY NEWS FOR VIRGINIA MORTGAGE AND CONSUMER FINANCE COMPANIES
STATE CORPORATION COMMISSION - BUREAU OF FINANCIAL INSTITUTIONS

The Compliance Connection is part of
the Bureau’s efforts to improve commu-
nication with the companies we regulate.
It is distributed to Virginia mortgage,
consumer finance and industrial loan
association licensees, and other inter-
ested parties. It is the licensee’s respon-
sibility to read this newsletter and to be
familiar with the positions and interpre-
tations 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.
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Recent Update Re: NMLS Form Changes

Updates to the Nationwide Mortgage Licensing System (NMLS) forms were made on
April 16, 2012. The changes affect the company and branch application forms as well
as the MLO application form. The changes were made to accommodate the expan-
sion of NMLS into industries other than mortgage.

Company and branch forms have new required fields, revised formatting, and a more
developed business activities section. Revisions to the existing disclosure questions
were made and several new disclosure questions were added. A “yes” response to any
disclosure question requires an explanation, which must be provided in the system.
Documentation to support affirmative disclosure answers can now be uploaded
through the NMLS. If a disclosure question was previously answered with a “yes”,
you will be required to add an explanation in NMLS.

The MLO application form was also updated to include revisions to existing disclosure
questions and several new disclosure questions. MLOs will be required to provide an
explanation to any “yes” response and documentation to support your response can be
uploaded to the NMLS. Significant changes have been made to the MU Filing Forms
that will require additional information such as business activities, disclosure question

explanations, document upload, and more.
(continued on page 3)

Executive Officers = Senior Officers

Are you confused about whether to list certain employees as executive or senior
officers in application filings or other Bureau required notifications?

NMLS defines “executive officers” as individuals “with the power, directly or indi-
rectly, to ditrect the management or policies of a company, including President,
Chief Executive Officer, Chief Financial Officer, Chief Operating Officer, Chief
Legal Officer, Chief Credit Officer, Chief Compliance Officer, Director and indi-
viduals occupying similar positions or performing similar functions. The intent is to
capture the company’s leadership and not rely solely on the title of the individual.”

The State Corporation Commission defines “senior officer” in Administrative Rul-
ing 10 VAC5-160-10 as an “individual who has significant management responsibil-
ity within an organization or otherwise has the authority to influence or control the
conduct of the organization’s affairs, including but not limited to its compliance
with applicable laws and regulations.”

The Bureau views these definitions to be very similar and feels the NMLS definition
is consistent with the way the Bureau has evaluated whether someone is a senior
officer. Under these two definitions, senior officers or executive officers are not
limited to corporate officers.

Licensees are encouraged to check their filings in NMLS to ensure that all executive
and senior officers are propetly listed.
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Anti-Money Laundering & Suspicious Activity Reports

The Financial Crimes Enforcement Network (“FinCEN”) recently issued a final rule that requires non-bank residential
mortgage lenders and mortgage originators to establish anti-money laundering policies

and to file suspicious activity reports (“SAR”) under the Bank Secrecy Act (“BSA”).

The final rule was effective on April 16, 2012 with a compliance date of August 13,

2012. The text of the rule can be found in the Federal Register at 31 CFR Part

1010 and 31 CFR Part 1029 (http://www.fincen.gov/statutes regs/frn/pdf/1506-

AB02 RMLO Final Rule.pdf).

The Final Rule defines residential mortgage lender and originator; provides minimum
requirements for Anti-Money Laundering programs to aid mortgage lenders and mort- 4
gage originators in the development of an acceptable program; sets guidelines for

when and by whom suspicious activity reports must be filed; and provides rules for record retention and, the confidentiality
of a SAR.

Unique Identifier on 1003s

Virginia Regulation 10VAC5-160-20 (8) requites licensees to disclose on
mortgage loan applications the company’s unique identifier assigned by the
NMLS as well as the unique identifier assigned to the MLO who took the
application. Instances have been found where the branch 1D number was
provided instead of the company’s ID. Please make sure that employees are
aware of these requirements and take the steps necessary to ensure all appli-
cations include the company ID number.

Advertising

Licensed mortgage companies and licensed mortgage loan originators (“MLOs”) are reminded that the Bureau may take

action against you for violations of advertising statutes and regulations. Policies should be written and staff educated about
the prohibitions and requitements for placing advertisements, whether in print, on radio or televi-
sion, as mail solicitations or websites.

We suggest you refer to § 6.2-1614 of the Code of Virginia and Virginia Regulation 10VAC5-160-60
and the federal Truth in Lending Act and Regulation Z and take the necessary steps to ensure com-
pliance.

Civil penalties of up to $2,500 may be imposed for each violation of state ot federal law or regulation.
Do you feel confident that you and your staff understand these laws and regulations and the proper
procedures are in place to review all advertisements prior to their publication?
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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 settlement since December 31, 2011. This list should be helpful to keep track of companies with which you do
business. These lists are accurate as of March 31, 2012. Call the Bureau if you have a question concerning a recent denial,
surrender or regulatory 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 Company Licenses Surrendered
TO VIEW THE “SURRENDERED” LIST ON THE BUREAU’S WEB SITE, GO TO

http://www.scc.virginia.gov/bfi/reg inst/mort.aspx

Mortgage Company Licenses Revoked

MC-3459 Bondcorp Realty Services Inc. — revocation order entered 1/23/12 for failure to respond to requests from the
Bureau in violation of 10 VAC 5-160-50, and for failure to maintain a surety bond in violation of § 6.2-1604 of the
Code of Virginia.

Persons Barred from Employment (pursuant to § 6.2-1620 of the Code of Virginia)
Javier Siveroni — 12/21/2011

Russell Kinnard Henty, Jr. —2/29/2012

Mortgage Loan Originator License Revocations

Javier Siveroni — MLO — 8835 — license revoked 12/21/2011

Settlement Orders

On March 6, 2012, the State Corporation Commission issued an order approving consent judgments relating to the joint
state-federal consent judgments by and between the U.S. Department of Justice, the U.S. Department of Treasury, the U.S.
Department of Housing and Urban Development, forty-nine state attorneys general, numerous state regulatory agencies,
Bank of America Corporation, JPMorgan Chase & Co., Citigroup, Inc., Ally Financial, Inc. and Wells Fargo & Company.

Recent Update Re: NMLS FOI'm Changes (continued from page 1)

Existing Mortgage Company and MLO Licensees: A license item will be placed on company, branch and MLO licen-
sees’ records on May 1, 2012 to inform you of the changes and the action necessary to clear the item. Please amend your
record in NMLS as soon as possible but no later than August 1, 2012. Failure to do so may impact your ability to renew your
license.

Pending Company and MLO Licensees: Applications that were pending on April 16, 2012 must be refreshed and the
new application forms resubmitted with the required information (such as an explanation and documentation for any “yes”
disclosure questions). You should also check the NMLS Resource Center for updates to the Virginia specific document re-
quirements. License items will be placed on the record for any unapproved, pending MLO applications who have not re-
viewed and updated their record. Pursuant to Regulation 10VAC5-160-30(c), if MLOs with applications pending do not
complete the requested item within 60 days from the date the license item appeared, the application will be deemed aban-
doned unless a request for an extension of time is received and approved by the Bureau prior to the expiration of the 60—day

period.

If you have any questions, feel free to contact the Bureau’s licensing staff at (804) 371-0484 or email us at

mortgagelicensing(@scc.virtrrinia.g()v .
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COMMISSION TELEPHONE NUMBERS

Consumer Finance and Mortgage Examinations ....(804) 371-9701

Licensing (applications, name changes, relocations).....(804) 371-9690
Mortgage Loan Originator Questions.....(804) 371-0484
Consumer Complaints.....(804) 3719705
Banks and Savings Institutions.....(804) 3719704

Corporate Information - Clerk’s Office.....(804) 371-9733
FAX Number for the Bureau of Financial Institutions.....(804) 3719416

Annual Assessments Coming Due

)
=

Consumer finance and Mortgage company licensees should have received
their annual assessments. Assessments for mortgage company licensees
were sent on or before April 25th with a due date for paying the assess-
ment of May 25th. Consumer finance company assessments were mailed
on ot before May 1st and the deadline for paying the assessment is June
1st.

Assessments are used to defray the costs of examination, supervision and
regulation of the industries the State Corporation Commission regulates.
The annual fee is calculated in accordance with a schedule set by the
Commission. The schedules for assessing these fees have not changed
since they were initially instituted back in April 1983 for consumer fi-
nance companies and April 1991 for mortgage companies. Some admin-
istrative changes were made to the mortgage assessment, but these
changes involved the due dates of the annual report, assessment mailing
date and assessment due date, and rounding down assessments to the nearest dollar amount to simplify accounting,.

’
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