THE COMPLIANCE CONNECTION

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

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.
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NMLS Mortgage Call Reports

The Nationwide Mortgage Licensing System & Registry (NMLS) has been updated
to allow your company to submit a NMLS Mortgage Call Report in order to comply

with the SAFE Act’s Mortgage Call Report requirements.

Licensed mortgage companies were required to file the 1st quarter 2011 (January 1 —
March 31) NMLS Mortgage Call Report through NMLS by May 15, 2011; however,
if you did not file by that date, NMLS will not set a deficiency if the required infor-
mation is filed by June 15, 2011. Please note that NMLS Call Center volumes may
be higher than normal during this time period.

What you need to do: Log into your NMLS company account and complete the
NMLS Mortgage Call Report under the “Filing” tab. Information about the NMLS
Mortgage Call Report, including quick guides and “getting started” instructions can
be found on the NMLS Resource Center — Mortgage Call Report page

(http:/ /mortgage.nationwidelicensingsystem.org/slt/common/mcr/Pages/default.

aspx).

Transition Update —
Mortgage Companies and Branches

Virginia mortgage companies were required to request, through the NMLS, transi-
tion of their company, as well as any licensed Virginia branches, by April 1, 2011.

A NMLS company records status of “transition requested” does not mean the
company cannot continue to do business in Virginia. This status reflects that the
company is licensed by the Bureau of Financial Institutions (“Bureau”) and has
requested transition of their Virginia mortgage license information to NMLS and
the information is in the process of being verified by the Bureau.

During the verification process, licensees will be notified through NMLS if addi-
tional information is needed to complete the transition. If additional information
is needed or there is a discrepancy in the information in the system, a notice will
be sent (via e-mail) to the contact person listed in the licensee’s NMLS record.
The e-mail will outline the information needed and will provide an e-mail address
so you can let us know when the requested actions are completed. If you want to
get the transition process completed as quickly as possible, be sure to make the
requested cotrections or additions to your company record in a timely manner and
follow up by contacting the Bureau at the e-mail address supplied.
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MLOs — Required Notices

Virginia Regulation 10VAC5-161-60 requires licensed mortgage loan originators (MLOs) to give notice to the Bureau,
directly or through the NMLS Registry as required, within 15 days after the occurrence of any of the following events:

e Cessation of MLO activities (MLO license will be placed in “inactive” status and MLO shall not engage in origi-
nation activities until the individual is an employee of a licensed mortgage company, an exclusive agent or em-
ployee of an exempt mortgage company, or a sole proprietor of a licensed mortgage company. Additionally, all
required information must be submitted, such as employment verification)

Termination of employment or exclusive agency as a MLO for a mortgage company licensed or exempt under
Chapter 16 of Title 6.2 of the Code of Virginia (MLO license will be placed in “inactive” status and MLO shall
not engage in origination activities until the individual is either an employee of a licensed mortgage company; an
exclusive agent or employee of an exempt mortgage company; or sole proprietor of a licensed mortgage com-
pany and all required information is submitted, such as employment verification)

Commencement of employment or exclusive agency as a MLO for a new mortgage company, licensed or ex-
empt under Chapter 16 of Title 6.2 of the Code of Virginia

e  Surrender of a MLO license (original license must be immediately mailed to the Bureau)

In addition, § 6.2-1717 of the Code of Virginia requires licensed MLOs to file, within 15 days, a written report if any of
the following occurs:

Institution of revocation or suspension proceedings against the MLO licensee by any state or other governmen-
tal authority

Denial of the opportunity to engage in business as a MLO by any state or other governmental authority
Any felony indictment or conviction of the licensed MLO

Please remind your MLOs to provide the required notices within the time frame noted to ensure accuracy of their
NMLS record. Failure to provide the required notice can result in a recommendation to the Commission to impose a
civil penalty of up to $2,500 for each violation (pursuant to § 6.2-1719 of the Code of Virginia).

NMLS Registration Available for Exempt Companies

On May 9, 2011, the Bureau began accepting Exempt Company registrations through the NMLS.
This will allow exempt companies who employ licensed MLOs to manage their MLO accounts, file
mortgage call reports, and ensure adequate surety bond coverage. Additional information is available
on the NMLS resource Center web site at:
http://mortgage.nationwidelicensingsystem.org/Pages/default.aspx

Contract Processors — Mortgage License is Required!

Virginia Code § 6.2-1600 broadly defines a mortgage broker to include any person who directly or indirectly negotiates,
places or finds mortgage loans for others or offers to negotiate, place or find mortgage loans for others. The word
negotiate means to “deal with” or “manage”. In our view, all three terms, “negotiate, place or find” connote, in the
mortgage lending context, acting as an intermediary between lender and borrower, or between another broker and bot-
rower by performing functions that facilitate the making of mortgage loans.

Accordingly, anyone engaged in these types of activities must apply for and obtain a Virginia mortgage broker license
and comply with all applicable laws and regulations, including record retention. Each day such person operates as a
mortgage lender or mortgage broker without having obtained the required Virginia license is a felony, as well as, a
separate violation of law subject to a $2,500 fine for each violation, pursuant to Virginia Code § 6.2-1624. Any person
dealing with such an unlicensed entity is an accomplice to the violation, as set forth in Administrative Ruling 1603.
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License Update

The following is a list of companies that have surrendered a license, had a license revoked, had an application denied, or paid
a settlement since December 31, 2010. This list should be helpful to keep track of companies with which you do business.
These lists are accurate as of March 31, 2011. 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

DUE TO THE LARGE NUMBER OF LICENSEES WHO SURRENDERED THEIR LICENSE (BETWEEN
JANUARY 1, 2011 - MARCH 31, 2011) AND THE SPACE LIMITATIONS OF THIS NEWSLETTER, THE
“SURRENDERED” LIST CAN BE FOUND ON THE BUREAU’S WEB SITE AT:
http:/ /www.scc.virginia.gov/bfi/reg_inst/surr.aspx

Mortgage Company Licenses Denied
MC-5459 PrimeSource Mortgage, Inc. —1/3/11

Mortgage Company Licenses Revoked

MC-5391 EOS Lending Setvices, LLC - revocation order entered 3/22/11 for failure to respond to a request of the Bureau,
in violation of 10 VAC 5-160-50, and for failure to maintain a surety bond, in violation of § 6.2-1604 (formerly § 6.1-
413) of the Code of Virginia.

The following licenses were revoked for failure to maintain a surety bond in violation of § 6.2-1604 (formerly § 6.1-
413) of the Code of Virginia:

MC-91 Independence Mortgage Corporation - 2/7/11 MC-20 Metstar Mortgage Corp. - 2/11/11

MC-314 Executive Mortgage Services, Inc. - 2/10/11 MC-2630 All Financial Services, Inc. - 3/11/11

Settlement Orders

John Shunnarah — order entered 1/19/11. Paid $2,500 for allegedly failing to obtain Commission approval ptior to ac-
quiring more than 25% of the ownership of First Commonwealth Mortgage Corp. (MC-2613) in violation of § 6.2-
1608 (formerly § 6.1-416.1) of the Code of Virginia.

MC-2613 First Commonwealth Mortgage Corp. — settlement order entered on 2/18/11. Paid $10,000 for allegedly re-
ceiving compensation from borrowers other than that specified in written agreements signed by the borrowers in
violation of § 6.2-1616 B (4) (formerly § 6.1-422 B (4)) of the Code of Virginia; failing to obtain borrowers’ initials
on the written disclosure of terms in violation of § 6.2-406 A (2) (formerly § 6.1-2.9:5 (2)) of the Code of Virginia;
and failed to file two written reports with the Commissioner in violation of 10 VAC 5-160-20 (5).

Stuart Wolpoff — order entered 3/8/11. Paid $2,500 for allegedly failing to obtain Commission approval prior to acquir-
ing more than 25% of the ownership of All Credit Considered Mortgage, Inc. (MC-1856) in violation of § 6.2-1608
(formertly § 6.1-416.1) of the Code of Virginia.

MC-5430 Circle Square Group, Inc. d/b/a Citcle Squate Mortgage — order entered 3/28/11. Paid $500 for failure to
timely file its annual report due March 1, 2010 in violation of § 6.2-1610 (formerly §6.1-418) of the Code of Virginia.
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WARNING: MCs and MLOs Subject to Civil Penalties

Licensed mortgage companies must ensure that all employed MLOs who take applications for or offer to negotiate terms
of a residential mortgage loan (secured by Virginia real property) are propetly licensed prior to any such activity. Mortgage
company licensees are subject to civil penalties of up to $2,500 for each violation, pursuant to § 6.2-1624 of the Code of

Virginia. The Commission may also impose a civil penalty of not more than $2,500 upon any individual required to be
licensed as an MLO under Chapter 17 of Title 6.2, if it is determined that the individual has taken applications or offered
to negotiate terms of a Virginia residential mortgage loan without first applying for and obtaining a license from the Com-
mission (Ref. § 6.2-1719 of the Code of Virginia).

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) 371-9705

Banks and Savings Institutions.....(804) 371-9704
Corporate Information - Clerk’s Office.....(804) 3719733
FAX Number for the Bureau of Financial Institutions.....(804) 3719416

IR & INITA STATE CoORPORATION COMMISSION

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

IMPORTANT REGULATORY INFORMATION ENCLOSED
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