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The Compliance Connection is published
quarterly and is part of the Bureau’s efforts
to improve communication with the compa-
nies 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 responsibil-
ity as a Virginia mortgage licensee 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 ad-
dressed to the Bureau at P.O. Box 640,
Richmond, VA 232180640 or via email at

nancy.walker@scc.virginia.gov.

Special thanks to Susan Hancock, Melissa

McCollum, Todd Rose and Russell Spain

for their contributions to this issue!
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New Law Addresses Certain
Misrepresentations in Advertising

Mortgage licensees that use mailings for marketing purposes should be aware of
new laws passed by the Virginia General Assembly. Effective July 1, 2005, the Code
of Virginia specifically prohibits a person from using the name, logo, or symbol of a
bank, trust company, savings institution, or credit union or a deceptively similar
name, logo or symbol in any marketing material or solicitations in a manner that
would cause a reasonable person to believe that the material came from, or is en-
dorsed by, the depository institution, or that the depository institution is responsi-
ble for the marketing material or solicitation. The statutes do not apply to an affili-
ate or agent of a depository institution or to a person who uses the name, logo, or
symbol with the consent of the depository institution. The new statutes are §§6.1-
119.1 (banks and trust companies), 6.1-194.93:1 (savings institutions), and 6.1-
225.65 (credit unions) of the Code of Virginia.

Violation of these laws is punishable as a Class 1 misdemeanor. In addition, pursu-
ant to §59.1-92.22 of the Code of Virginia, the affected depository institution is
entitled to the remedies available under §59.1-92.13 of the Code of Virginia, which
includes injunctive relief, the destruction of the materials, payment to the deposi-
tory institution or all profits derived from and/or all damages suffered by reason of

such violations, and reasonable attorney’s fees. (continued on page 5)

Changes to the Consumer Finance Act

Effective July 1, 2005, several sections of the Consumer Finance Act (Chapter 6 of Title
6.1 of the Code of Virginia) were revised. Links to the revised sections are available on
the Bureau’s web site: www.scc.virginia.gov/division/banking. Below is a brief sum-
mary of the revisions made by HB 1777:

Section 6.1-245 Definitions

Revised definitions of “Commissioner” and “Person” and added the defini-
tion of “Principal”

Section 6.1-254 Application for license; fee

Revised some of the information required to be supplied when applying for a
consumer finance license

Section 6.1-256.1 Issuance of consumer finance license

Modified the list of persons who must have the requisite qualifications and
added subsections C & D which require written notification after relocation
of an office, the opening of an additional office or the closing of an office and
information about any new senior officer, member, director or partner.

Section 6.1-258.1 Acquisition of control; application

Added a new section which sets forth application requirements for acquiring
control of a consumer finance licensee.
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Compliance Questions!...Start at the Top

In the past few months, the Bureau has received an influx of inquiries from branch per-
sonnel (managers, loan officers, processors) of licensed mortgage companies. Bureau
staff certainly does not mind assisting these individuals; however, we feel it is more ap-
propriate for branch personnel to contact their compliance and/or legal department first
for guidance with specific compliance questions and company policy. The Bureau does
not set corporate policy and in many cases, corporate policy may be stricter than the
applicable Virginia laws and/or regulations. Another concern is that the answers, posi-
tions, or policies provided to branch personnel are not being implemented throughout
the company since these questions are not being initiated by someone at the corporate

level or by individuals capable of changing policy for the licensee. If the compli-
ance/legal officers need to contact our office for clarification or for information concern-
ing Bureau policy, we are happy to help them with compliance issues.

Recent examination reports of multiple branch mortgage companies reveal violations that stem from a lack of corporate compliance
policy, failure to monitor branches for compliance and/or branches that set their own policy without consultation with the corporate
office. Based on the results of examination reports, it appears that licensees who establish compliance policies (and update their poli-
cies, as needed) and monitor branches to ensure adherence to these polices are more likely to avoid violations of law and regulation
and potential regulatory action pursuant to §8§6.1-425, 6.1-426, or 6.1-428 of the Code of Virginia.

New Rule Requires Proper Disposal of Consumer Report Information

Effective June 1, 2005, the Federal Trade Commission (FTC) issued a final rule that requires businesses to take appropriate steps to dis-
pose of sensitive information derived from consumer reports. The Rule implements Section 216 of the Fair and Accurate Credit Transac-
tions Act of 2003, which is designed to reduce the risk of consumer fraud and related harms, including identity theft, created by improper
disposal of consumer information. According to the FTC, those who must comply with the Rule include consumer reporting companies,
lenders, insurers, employers, mortgage brokers, and entities that maintain information in consumer reports as part of their role as service
providers to other organizations covered by the Rule.

Section 682-3 of the Rule requires businesses to properly dispose of consumer information by “taking reasonable measures to protect
against unauthorized access to or use of the information in connection with its disposal.” Although the Rule does not require the use of
specific methods to dispose of consumer information, the FTC provides examples of reasonable measures that may be used:

®  Burning, pulverizing, or shredding papers containing consumer report information so that the information cannot be read or recon-
structed;

®  Destroying or erasing electronic files or media containing consumer report information so that the information cannot be read or
reconstructed;

e  Conducting due diligence and hiring a document destruction contractor to dispose of material specifically identified as consumer
report information consistent with the Rule. Due diligence could include reviewing an independ-
ent audit of a disposal company’s operations and/or its compliance with the Rule; obtaining infor-
mation about the disposal company from several references; requiring that the disposal company
be certified by a recognized trade association; and/or reviewing and evaluating the disposal com-
pany’s information security policies or procedures.

“Consumer information” means any record about an individual, whether in paper, electronic, or
other form, that is a consumer report or is derived from a consumer report, and includes a compi-
lation of such records. The term “consumer report” is defined in the Fair Credit Reporting Act,

15 U.S.C. §1681 et seq.

Licensees are urged to establish policies and train employees in order to ensure compliance with

the FTC’s Rule. For additional information, go to:

UQ http://www.ftc.gov/bcp/conline/pubs/alerts/disposalalrt.htm. Please note the Disposal Rule is
different than the FTC’s Safeguards Rule with which licensees must comply.

-
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License Update

The following is a list of companies that have surrendered their licenses, had their licenses revoked, had an application denied,
or been fined by the Commission since February 15, 2005. This list should be helpful to keep track of companies with which

you do business. These lists are accurate as of August 15, 2005. Call the Bureau if you have a question concerning a recent de-
nial, 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/division/banking/vamortgagelist.

Mortgage Licenses Surrendered

MB - 2039 Prime Properties of N.C., Inc. d/b/a Durham Mort-
gage Co. - 2/15/05

MLB - 1120 Residential Mortgage Group, Inc. - SURREN-
DERED LENDER AUTHORITY ONLY 2,/24/05 - now
licensed as MB - 2938

MB - 2504 United States Mortgage and Finance, LLC -
2/24/05

MB - 862 Nationwide Mortgage Group, Inc. - 2/28/05
MB - 1957 All Mortgage Connections, Inc. - 2/28/05
MB - 1826 First Capital Financial Services, Inc. - 3/1/05
MB—-2065 Paramount Capital Mortgage Corp.—3/1/05
MB - 2788 Caitlin Chen - 3/1/05

MLB - 578 Southern Showcase Finance, Inc. - 3/9/05

MB - 1660 BMG, LLC d/b/a Best Mortgage Group, LLC -
3/14/05

MB - 1953 Sun Coast Mortgage of Delmarva, LLC - 3/15/05
MB - 1574 Hamilton Funding Corp. - 3/15/05

MB - 1415 Jin K. Chang d/b/a T & B Mortgage Enterprises -
3/15/05

MB - 1743 Shenandoah Valley Mortgage Corporation -
3/17/05

MLB - 738 Atlantic Capital Funding Corporation - SURREN-
DERED LENDER AUTHORITY ONLY 3/23/05 - now
licensed as MB - 2981

MB - 1741 Metro Mortgage Brokers of America, Inc. - 3/25/05
MLB - 279 Homebuyer’s Mortgage, Inc. - 3/28/05

MB - 1708 General Mortgage Services, Inc. - 3/31/05

MB - 2091 J. T. Ferrick Mortgage, LLC - 4/1/05

MB - 2063 First Trust Mortgage Company, LLC - 4/4/05

MB - 2266 Loudoun Lenders LLC - 4/6/05

MB - 479 Jon Julian t/a Mortgage Funding of Virginia -
4/11/05

MLB - 1081 Macloud Financial, Inc. - 4/22/05

MB - 1133 Kimberlie Rouillard d/b/a The Kimberlie Financial
Group - 4/28/05

MB - 2675 Potomac Trust Mortgage Company, LLC d/b/a Po-
tomac Trust Mortgage - 5/4/05

MB - 2290 Homeview Financial, LLC - 5/4/05
MB - 2409 Assured Home Equity Corporation - 5/5/05

ML - 228 HomeAmerican Credit, Inc. d/b/a Upland Mortgage
-5/6/05

ML - 239 American Business Mortgage Services, Inc. - 5/6/05
MLB - 785 Nexstar Financial Corporation - 5/12/05

MB - 1539 Approved Mortgage Capital, L.L.C. - 5/12/05
MB - 2612 Amerifirst Funding LLC - 5/16/05

MLB - 107 Abbot Mortgage Service, Inc. d/b/a A. Abbot Value
Mortgage - 5/17/05

MLB - 1166 Bankers Fidelity Mortgage Corporation - SUR-
RENDERED LENDER AUTHORITY ONLY 5/19/05 -
now licensed as MB - 3132

MB - 2238 Equity First Mortgage, Inc. - 5/23/05

MB - 2372 Kishmen Mortgage Corporation - 5/25/05

MB - 1825 Eagle Mortgage Services, Inc. - 5/26/05

MB - 1940 Catamount Mortgage Group, Inc. - 5/27/05
MB - 1990 1* Liberty Mortgage Company - 6/1/05

MB - 2457 Assured Financial Group, Ltd. - 6/1/05

ML - 503 ADCO Financial Mortgage Services, Inc. - 6/2,/05
MB - 1817 Federated Home Mortgage, Inc. - 6,/2/05

MB - 1425 Victorian Mortgage, Inc. - 6/3/05

MB - 2755 David L. Smith d/b/a A HomeOwners Mortgage
Company - 6/6/05

MB - 1947 Access One Mortgage Group, Inc. - 6/7/05

(continued on next page)
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Mortgage Licenses Surrendered (continued from page 3)
ML - 111 CitiFinancial, Inc. (TN) - 6/7/05 (now exempt) MB - 2016 First Choice Lending, Inc. - 7/1/05
ML - 67 CitiFinancial, Inc. - 6/7/05 (now exempt) MB - 2507 Olympic National Bancorp, Inc. (Used in VA by:
Olympic National Bancorp.) d/b/a Olympic Bancorp -
MB - 2126 America’s Best Mortgage, Inc. - 6/8/05 7/6/05
MB - 1369 Calvert Mortgage Company, L.L.C. - 6/9/05 MB - 1583 Community Home Mortgage of Virginia, Inc. -

MB - 2643 SouthCoast Mortgage & Investment Corporation - 1/12/05
6/9/05 MB - 2541 Avid Financial Group, Inc. (Used in Va by: Avid Mort-

MB - 2671 Sun Financial Group, Inc. - 6/15/05 gage, Inc.) - 7/19/05
MB - 2426 Tysons Mortgage, Inc. - 6/21,/05 ML - 344 Associates Housing Finance, LLC - 7/21/05

MB - 2629 Capital M Solutions, Inc. - 7/25/05

MB - 1479 Thomas A. Pedersen - 6/24/05 9 Capital Mortgage Solutions, Inc. - 7/25/
MB-2215 Profolio Home Mortgage Corp. — 8/5/05
MLB - 376 Chesapeake Mortgage Consultants, Inc. - 8/11/05

MB - 2431 Southern Fidelity Mortgage Corporation - 6/30/05
ML - 507 American General Financial Services, Inc. - 7/1/05

| I
Mortgage Licenses Denied
MB - 2724 Prime Cap Financial, LLC - 4/12/05 ML - 648 Advent Home Mortgage Corporation - 8/8/05
MB - 2705 Infinity Home Loan, Inc. - 7/28/05 MB - 2789 Edward L. Cronin - 8/9/05

| I

Mortgage Licenses Revoked

MB - 1910 Integrity Mortgage, LLC - revoked 3/9/05 for failure to continuously maintain the surety bond pursuant to §6.1-413 of
the Code of Virginia

The licenses of the following companies were revoked on July 11, 2005 by the Commission for their failure to file an annual report
in violation of §6.1-418 of the Code of Virginia:

MB - 1948 USLoans.net, Inc. MLB - 728 Greenfield Mortgage, Inc.

MLB - 991 Premier Mortgage Group, LLC MB - 1671 Coast To Coast Home Equity Corp.

MB - 2492 The Mortgage Edge, Inc. MB - 2108 Charles C. Frey d/b/a Approved 1" Mortgage
MB - 1956 Home Loans Direct, Inc. MB - 2381 Best Mortgage and Financial Services, Inc.

ML - 526 General Mortgage Corporation of America

Fines Paid by Mortgage Licensees

MLB - 950 C H Mortgage Services, LLC - settlement order entered on 7/29/05 for $1,500 for failure to file an annual report by
March 1, 2005, as required by §6.1-418 of the Code of Virginia

MLB - 660 Dana Capital Group, Inc. - settlement order entered on 8/5/05 for $1,000 for failure to obtain Commission approval
prior to opening an office in violation of §6.1-416 of the Code of Virginia

MLB - 691 American Residential Funding, Inc. - settlement order entered on 8/5/05 for $2,000 for failure to obtain Commission
approval prior to relocating an office in violation of §6.1-416 of the Code of Virginia

MB - 2242 Premier Mortgage Funding, Inc. - settlement order entered on 8/5/05 for $25,000 for various violations of the Mortgage
Lender and Broker Act

MLB - 912 TransLand Financial Services, Inc. - settlement order entered on 8/5/05 for $20,000 for various violations of the Mort-
gage Lender and Broker Act
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Other Fines Paid

Philip Romero — settlement order entered on 8/5/05 for $1,000 for failure to obtain Commission approval prior to acquiring more
than 25% of the ownership of Loan Link Financial Services, Inc. (Used in VA by: Loan Link Financial Services) (MLB—709),
in violation of §6.1-416.1 of the Code of Virginia

The Heavener Company Mortgage LLC — settlement order entered on 8/5/05 for $1,000 for failure to obtain Commission approval
prior to acquiring 25% of the ownership of TransLand Financial Services, Inc. (MLB—912), in violation of §6.1-416.1 of the
Code of Virginia

Haddock Mortgage LLC - settlement order entered on 8/5/05 for $1,000 for failure to obtain Commission approval prior to acquir-
ing 25% of the ownership of TransLand Financial Services, Inc. (MLB - 912), in violation of §6.1-416.1 of the Code of Vir-
ginia

Paul D. Bekman - settlement order entered on 8/5/05 for $1,000 for failure to obtain Commission approval prior to acquiring 30%
of the ownership of Bay Capital Corp. d/b/a Level One Mortgage Capital (Silver Spring Office) (MLB - 780), in violation of
§6.1-416.1 of the Code of Virginia

Benjamin M. Lyons - settlement order entered on 8/5/05 for $2,000 for failure to obtain Commission approval prior to acquiring
35% of the ownership of Bay Capital Corp. d/b/a Level One Mortgage Capital (Silver Spring Office) (MLB - 780), in viola-
tion of §6.1-416.1 of the Code of Virginia

Marie R. Jones — settlement order entered on 8/5/05 for $1,000 for failure to obtain Commission approval prior to acquiring more

than 25% of the ownership of Paragon Home Lending, LLC (ML - 451), in violation of §6.1-416.1 of the Code of Virginia

Phelps Mortgage LLC - settlement order entered 8/5/05 for $1,000 for failure to obtain Commission approval prior to acquiring
25% of the ownership of TransLand Financial Services, Inc. (MLB - 912), in violation of §6.1-416.1 of the Code of Virginia

Belmont Mortgage, Inc. - settlement order entered on 8/5/05 for $2,500 for conducting a mortgage broker business in Virginia with-
out the required license in violation of §6.1-410 if the Code of Virginia

Jerry Cugno — settlement order entered on 8/5/05 for $5,000 for failure to obtain Commission approval prior to acquiring more
than 25% of the ownership of Premier Mortgage Funding, Inc. (MB - 2242), in violation of §6.1-416.1 of the Code of Vir-
ginia

Marco G. Minuto — settlement order entered on 8/5/05 for $1,000 for failure to obtain Commission approval prior to acquiring

75% of the ownership of Liberty Funding Services, Inc. (MLB - 727), in violation of §6.1-416.1 of the Code of Virginia

Henry A. Delgado - settlement order entered on 8/5/05 of $1,000 for failure to obtain Commission approval prior to acquiring 25%
of the ownership of Liberty Funding Services, Inc. (MLB - 727), in violation of §6.1-416.1 of the Code of Virginia

James Guzanick — settlement order entered on 8/5/05 for $1,000 for failure to obtain Commission approval prior to acquiring more

than 25% of the ownership of Paragon Home Lending, LLC (ML - 451), in violation of §6.1-416.1 of the Code of Virginia

John Sallah — settlement order entered on 8/5/05 for $1,000 for failure to obtain Commission approval prior to acquiring 25% of
the ownership of Madison Investment Advisors, LLC d/b/a Madison Mortgages (MB - 2089) in violation of §6.1-416.1 of the

Code of Virginia
— —

Misrepresentations in Advertising (continued from page 1)

Licensees are cautioned to review their marketing and solicitation materials for compliance with all
applicable laws and regulations. One example of a mailing that might fall under these new laws
would be a solicitation that appears to be from a consumer’s current mortgage company (assuming
that it is a bank, trust company, savings institution or credit union), but is actually a solicitation from

an unrelated third party seeking to refinance the consumer’s current mortgage loan. If the solicita-
tion mentions the consumer’s current mortgage company but fails to clearly disclose the identity of
the third party who sent the solicitation, the consumer could reasonably believe that his current mort-
gage company is responsible for the solicitation.
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IMPORTANT COMMISSION TELEPHONE NUMBERS

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

Licensing (applications, name changes, relocations).....(804) 371-9690
Consumer Complaints.....(804) 371-9705
Banks and Savings Institutions.....(804) 371-9704
Corporate Information — Clerk’s Office.....(804) 371-9733
FAX Number for the Bureau of Financial Institutions.....(804) 371-9416

Bureau of Financial Institutions
1300 East Main Street, Suite 800
Richmond, Virginia 23219

IMPORTANT REGULATORY INFORMATION ENCLOSED!
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