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The Compliance Connection is pub-
lished quarterly and is part of the Bu-
reau’s efforts to improve communication
It is
distributed to Virginia mortgage, con-

with the companies we regulate.

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.
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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 cleatly
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:

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

e If promoting lower initial monthly payments, also explain applicable risks, such as:

e Payment amounts may increase
e A balloon payment may be required

¢ The loan balance may not decrease, and may even increase, due to deferral of
interest

e Avoid making unwarranted predictions about future interest rates

e Avoid comparisons about cash savings between nontraditional and traditional mort-
gages

e Avoid statements that suggest initial minimum payments in payment option ARM
loans will cover principal and interest

e 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:
www.scc.virginia.gov/bfi/admin.aspx
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The Bureau continues to encounter problems and field questions about compensating
morttgage 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.



alfarmer
Text Box
www.scc.virginia.gov/bfi/admin.aspx

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

PAGE 2 THE COMPLIANCE CONNECTION— SPRING 2007

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:
e Schedule of annual fees
e Contact information for law books, mortgage associations
e Federal Safeguards Rule
e 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.

Resources for Licensees and Consumers

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-
reauw’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.
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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 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

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 Chutch 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 Sendetra Funding LL.C — 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 Cotp. — 3/12/07

ML - 658 FMF Capital LL.C — 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 LL.C — 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, LL.C d/b/a Capital Home
Morttgage — 4/2/07

MLB — 981 First Discount Mortgage, LL.C —4/3/07
ML — 424 InterBay Funding, LLC — 4/4/07

(continued on next page)


alfarmer
Text Box
www.scc.virginia.gov/bfi/reg_inst/mort.aspx

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






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





<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJDFFile false

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /Description <<

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /DAN <>

    /DEU <>

    /ESP <>

    /FRA <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /PTB <>

    /SUO <>

    /SVE <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice





