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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. 

 

Bureau Guidance: 
 Nontraditional Mortgage Products 
On March 29, 2007, the Bureau issued Administrative Letter BFI-AL-1611.  It provides 
mortgage licensees guidance regarding the offering of nontraditional mortgage products.  
The new administrative letter was mailed to all mortgage licensees in early May 2007.  
Licensees should review the letter, discuss its contents with pertinent staff, and imple-
ment the recommended practices. 

The Administrative Letter states that licensees who offer nontraditional mortgage prod-
ucts should take steps to ensure that consumers have sufficient information to clearly 
understand the loan terms and associated risks prior to deciding on a mortgage product.  
Communications with consumers, including advertisements, oral statements, promo-
tional materials, and monthly statements should provide clear and balanced information 
about the benefits and risks of nontraditional mortgage loans.  The following practices 
are recommended in connection with marketing these products: 

• Include information about payment shock, negative amortization, prepayment pen-
alties and costs of reduced documentation loans in promotional materials and prod-
uct descriptions                                                     

• If promoting lower initial monthly payments, also explain applicable risks, such as: 
•  Payment amounts may increase 
•  A balloon payment may be required 
• The loan balance may not decrease, and may even increase, due to deferral of 

interest 
• Avoid making unwarranted predictions about future interest rates 
• Avoid comparisons about cash savings between nontraditional and traditional mort-

gages  
• Avoid statements that suggest initial minimum payments in payment option ARM 

loans will cover principal and interest 
• Avoid making misleading claims that interest rates or payment obligations are 

“fixed” if they are not actually fixed 
The full text of the Administrative Letter can be viewed at:    
 http://www.scc.virginia.gov/division/banking/news/admin_lets.pdf  

Independent Contractor vs. Employee? 
The Bureau continues to encounter problems and field questions about compensating 
mortgage loan officers / originators and processors as independent contractors (Form 
1099-MISC) rather than as employees (Form W-2).  As explained in Administrative Let-
ter BFI-AL-1605, such persons are required to be licensed as mortgage brokers unless 
they are (1) within a class of persons explicitly exempt from licensing under the Mort-
gage Lender and Broker Act, or (2) a bona fide employee (pursuant to Internal Revenue 
Service guidelines) of the person compensating them.  The Bureau strongly suggests 
that licensees review the IRS’ guidance for determining whether an individual is an inde-
pendent contractor or an employee, which is available at 
http://www.irs.gov/taxtopics/tc762.html and through the referenced links. 
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New Resource Available 
The Bureau’s web site now includes a link to our “Mortgage Licensee Reference Guide.”  The information in the guide 
includes information provided during previous mortgage orientation sessions, such as: 
• Copy of powerpoint presentation from the Corporate Structure and Research Section (“Licensing”) 
• Copy of powerpoint presentation from the mortgage examination section 
• Copy of application forms 
• Copy of mortgage examination report forms (MB and MLB) 
• Miscellaneous information concerning: 

•  Schedule of annual fees 
•  Contact information for law books, mortgage associations 
•  Federal Safeguards Rule 
• Virginia laws regarding solicitations/marketing 

After an applicant is approved to conduct a mortgage business, a packet containing a current 
law book and Register of Regulations and Administrative Letters is sent to the presi-
dent/CEO along with a disk containing the reference guide.  The addition of the guide to the Bureau’s Web site also pro-
vides an opportunity for existing mortgage licensees to review this important material. 

The Bureau’s Web page has links to several publications and sources of information that may be useful to mort-
gage licensees as well as consumers.  Under “Consumer Affairs” on the Bu-
reau’s Web page ( www.scc.virginia.gov/bfi/index.aspx                , visitors can find information on 
nontraditional mortgage products including a booklet for consumers entitled “Interest-Only 
Mortgage Payments and Payment-Option ARMS – Are They for You?”, which was produced 
jointly by several federal agencies.  In addition, under the heading “Consumer Information on 
Nontraditional Mortgage Products (Interest Only mortgages and Payment Option ARMS)” 
are two helpful items – an explanation of the products and a sample comparison chart which 

compares interest-only and payment option adjustable rate mortgages to a tradi-
tional fixed rate loan.   

Also on the Bureau Web page is a brochure -- available in both English and 
Spanish -- entitled “Mortgage Loans – Understand the Terms of Your Loan 
Before You Sign…”  This booklet was designed to assist borrowers with under-
standing mortgage loan terminology, determining what terms are best for their 
situation, and identifying issues they should be aware of before entering into a mortgage loan trans-
action.  It was developed as a joint effort between the American Financial Services Association 
(AFSA) and two state regulatory associations, the National Association of Consumer Credit Ad-
ministrators (NACCA) and the American Association of Residential Mortgage Regulators 
(AARMR).   

 Mortgage licensees are encouraged to share these resources with employees and consumers.   

Resources for Licensees and Consumers 

http://www.scc.virginia.gov/bfi/index.aspx


 

 

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 February 15, 2007.  This list should be helpful to keep track of companies with which you do business.  These lists are accu-
rate as of May 15, 2007.  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 at 
www.scc.virginia.gov/bfi/reg_inst/mort.aspx    
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(continued on next page) 

Mortgage Licenses Surrendered 

MLB – 1283  Potomac Home Funding, LLC – 2/15/07 

ML – 516  Sebring Capital Partners, Limited Partnership –    
 2/15/07 

MB – 1448  American Discount Mortgage Company – 
 2/16/07 

MB – 2897  Crosspoint Financial, Inc. – 2/20/07 

MLB – 1172  Lenders Direct Capital Corporation – 2/20/07 

MLB – 1322  Church Street Lending, LLC d/b/a Vienna 
 Lending Group  SURRENDERED LENDER 
 AUTHORITY ONLY 2/20/07 – NOW LI-
 CENSED AS MB - 3890 

MB – 2777  RSA Mortgage Solutions, Inc. – 2/21/07 

MB – 3022  Philip F. DeRose d/b/a Specialty Mortgage & 
 Financial Services – 2/28/07 

MB – 2414  Capital City Mortgage Group, Inc. – 2/28/07 

MLB – 1346  Senderra Funding LLC – 2/28/07 

MB – 2905  Sedona Mortgage Corporation (Used in VA by: 
 Sedona National Mortgage Corporation) – 3/1/07 

MB – 746  Eagle Funding Group, Ltd. – 3/1/07 

MLB – 734  Greenway Lending Group, LLC – 3/1/07 

MLB – 891  Buckingham Mortgage Corporation SURREN-
 DERED LENDER AUTHORITY ONLY 3/6/07 
 – NOW LICENSED AS MB - 3892 

MLB – 808  Clearlight Mortgage Corp. – 3/2/07 

MB – 2181  Dickinson Mortgage and Associates, Inc. – 
 3/2/07 

MLB – 1191  NationsFirst Lending, Inc. – 3/6/07 

MLB – 1207  Primestar Mortgage, Inc. SURRENDERED 
 LENDER AUTHORITY ONLY 3/1/07 – NOW 
 LICENSED AS MB - 3886 

MLB – 1383  Central Pacific Mortgage Company d/b/a Ivan-
 hoe Mortgage – 3/9/07 

MLB – 1323  Triumph Funding Corp. – 3/12/07 

ML – 658  FMF Capital LLC – 3/14/07 

MB – 2202  Saffire Mortgage, Inc. – 3/15/07 

MB – 2757  MVH Mortgage Corporation – 3/16/07 

MB – 1722  Accent Capital Company, LLC – 3/16/07 

MLB – 971  Savings Mortgage, Inc. – 3/19/07 

MB – 1370  Security Plus Mortgage Co. (Used in VA by: Jef-
ferson Mortgage, Inc.) –  3/19/07 

MB – 2069  Bright Savings Mortgage Corporation – 3/20/07 

MLB – 245  First American Funding, Inc. – 3/20/07 

MB – 2669  Elite Mortgage Executives, Inc. – 3/21/07 

ML – 472  LoanCity, Inc. (Used in Virginia By: LoanCity) – 
3/21/07 

MB – 2306  United Mortgage Solutions, Inc. – 3/23/07 

MLB – 1202  McLean Financial Mortgage Corporation SUR-
RENDERED LENDER AUTHORITY ONLY 
3/23/07 – NOW LICENSED AS MB – 3916 

MLB – 1035  Global Mortgage Group, Inc. SURREN-
DERED LENDER AUTHORITY  ONLY 3/26/07 – 
NOW LICENSED AS MB - 3915 

MB – 2973  Montgomery Residential Mortgage Corp. – 
3/27/07 

MB – 3128  Absolute Mortgage Group, Inc. d/b/a Absolute 
Mortgage – 3/28/07 

ML – 392  New York Mortgage Company, LLC, The d/b/a 
mortgageline.com – 3/31/07 

MB – 3724  Contractor Loan Center LLC – 3/31/07 

MLB – 862  CoreStar Financial Group, LLC – 4/1/07 

MLB – 1119  The Mortgage Zone, Inc. – 4/1/07 

ML – 425  SouthStar Funding, LLC d/b/a Capital Home 
Mortgage – 4/2/07 

MLB – 981  First Discount Mortgage, LLC – 4/3/07 

ML – 424  InterBay Funding, LLC – 4/4/07 
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