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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MLO Regulations

The Commission recently amended Chapter 161 of Title 10 of the Virginia Administra-
tive Code, which governs mortgage loan originators. The amended regulations include,
but are not limited to:

e criteria used for determining whether an applicant for a mortgage loan originator
license has the financial responsibility, character, and general fitness required for
licensure under § 6.2-1706 of the Code of Virginia

e various conforming and clarifying amendments based on federal regulations adopted
in 2011 pursuant to the federal Secure and Fair Enforcement for Mortgage Licens-
ing Act of 2008

e arequirement that licensees provide the Bureau with a written response, books, re-
cords, documentation or information requested by the Bureau within a certain time

period

e other technical and clarifying amendments, including changes resulting from the
recodification of Title 6.1 of the Code of Virginia

The amendments became effective August 15, 2012. The final regulations may be
viewed at: http://scc.virginia.gov/bfi/admin.aspx.

Important: New FinCEN Regulations

(The following is based on a press release issued by the Financial Crimes Enforcement Network
[“FinCEN”] on August 16, 2012)

Effective August 13, 2012, non-bank residential mortgage lenders and originators must
comply with FinCEN’s final rule requiring the establishment of anti-money laundering
programs and the filing of suspicious activity reports (SARs). Financial Crimes Enforce-
ment Network (FinCEN) issued an advisory for non-bank residential mortgage lenders
and originators to help them identify and report suspicious activity relating to potential
mortgage fraud.

NOTE: All mortgage lenders and brokers should carefully review FinCEN’s defi-
nition of the term “residential mortgage lender or originator” in the final rule.

FinCEN’s Web site (www.fincen.gov) is a key source of information. It includes a page
under the “Financial Institutions” link specifically for “Mortgage Companies and Bro-
kers,” which contains a variety of publications to assist with their obligations under Fin-
CEN’s regulations. A webinar, which contains useful references, red flags for potential
money laundering, and additional guidance based on inquiries received through Fin-
CEN’s Regulatory Helpline, is also available as a training aide.

FinCEN also has an e-mail subscription management service to notify financial institu-
tions of news and other developments at FinCEN. To sign up, go to https://
public.govdelivery.com/accounts/USFINCEN /subscriber/new. FinCEN’s Regulatory
Helpline may be reached at 800-949-2732.
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License Renewal for 2013

MORTGAGE LENDER/BROKER LICENSE
AND BRANCH RENEWAL FOR 2013

The Nationwide Mortgage Licensing System and Regis-
try (“NMLS”) requires licensees to renew their mortgage
lender/broker licenses and the license of each separate
branch office by the end of each calendar year. Requests
for renewal must be submitted to NMLS between No-
vember 1, 2012 and December 31, 2012. You are urged
to submit your renewal request by December 12,
2012, in order to receive approval by the end of the cal-
endar year.

MLO LICENSE RENEWAL FOR 2013

Licensed mortgage loan originators must renew their Virginia
license each calendar year. In order to renew a license, a licensee
must file for renewal through the Nationwide Mortgage Licens-
ing System and Registry (NMLS) between November 1, 2012
and December 31, 2012 in accordance with instructions from
NMLS (http://mortgage.nationwidelicensingsystem.org) and the
Virginia Bureau of Financial Institutions. To provide time for
processing renewal applications by December 31, 2012, please
file renewal applications by December 12, 2012. A renewal
fee of $130 ($30 NMLS processing fee and $100 Virginia license

For renewal information and instructions, please visit the NMLS resource center at:
http:/ /mortgage.nationwidelicensingsystem.org.

renewal fee) is due at the time of renewal request.

Certain Events Require Reporting

Licensed mortgage lenders and brokers are required to file a written report with the Commissioner of Financial Institutions
when certain events occur. The report must describe the event and its expected impact (if any) on the activities of the licensee
in Virginia (Ref. § 6.2-1621 of the Code of Virginia and 10 VAC 5-160-20 (5)). Information submitted through NMLS will
satisfy the requirement for a written report, provided the required information is submitted within 15 days of the licensee be-
coming aware of the event.

The following events require reporting:
e the licensee files for bankruptcy or reorganization

e any governmental authority institutes revocation or suspension proceedings against
the licensee, or revokes or suspends a mortgage-related license held or formerly held
by the licensee

e any governmental authority takes 1) formal regulatory or enforcement action against
the licensee relating to its mortgage business, or 2) any other action against the licen-
see relating to its mortgage business where the total amount of restitution or other
payment by the licensee exceeds $20,000. A licensee is not required to furnish infor-
mation about an event to the extent that the disclosure is prohibited by the laws of
another state.

e Dbased on allegations by any government authority that the licensee violated any law or regulation applicable to the con-
duct of its licensed mortgage business, the licensee enters into or otherwise agrees to the entry of, a settlement or con-
sent order, decree, or agreement with or by such governmental authority

e the licensee surrenders its license to engage in any mortgage-related business in another state in lieu of threatened or
pending license revocation, license suspension, or other regulatory or enforcement action

e the licensee is denied a license to engage in any mortgage-related business in another state
e the licensee or any of its employees, officers, ditectors, ot principals is indicted for a felony
e the licensee or any of its employees, officers, ditectors, ot principals is convicted of a felony

Be sure your NMLS mortgage company record as well as branch and MLO records are kept up to date.
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License Update

The following is a list of companies and individuals that have had their license revoked, had an application denied, or paid a
fine or civil penalty since March 31, 2012. This list should be helpful to keep track of companies with which you do business.
These lists are accurate as of June 30, 2012. Call the Bureau if you have a question concerning a recent denial or regulatory
action taken by the Commission.

Mortgage Company License Revocations

MC — 4268 GoMax Lending Inc. — revocation order entered May 3, 2012 for failure to maintain at least $200,000 in funds
available for the operation of its business, as required by Chapter 16 of Title 6.2 of the Code of Virginia

Denials

MLO-122 Richard A. Russell, Jr. — license denied April 3, 2012
MLO-10666 Remigio Ferrara — license denied April 19, 2012

Settlement Orders

Scott E. Jones — order entered April 11, 2012. Paid $2,500 for allegedly failing to obtain Commission approval prior to
acquiring more than 25% of the ownership of Foundation Mortgage Funding Corp. (Used in Virginia by: Founda-
tion Mortgage Corporation) (MC — 5141) in violation of § 6.2-1608 of the Code of Virginia

Kathleen M. Zimpel — order entered June 11, 2012. Paid $2,500 for allegedly failing to obtain Commission approval prior
to acquiring more than 25% of the ownership of Weststar Mortgage, Inc. (MC — 1875) in violation of § 6.1-416.1
(recodified as § 6.2-1608) of the Code of Virginia

Are You Up-To-Date?

Lawbooks: 2012 Edition

The 2012 Edition of the Laws of Virginia

Related to Non-Depository Financial Ser-

vices was mailed out in early September.
One copy was sent to the “primary com-
pany contact” address for each Virginia
mortgage company licensee listed in the
NMLS. The 2012 Edition reflects the
changes made through the 2012 session of
the Virginia General Assembly. Additional
copies may be or-
dered through the
publisher, Lexus
Nexus (800-443-
3410) -- ask for
product number
3549819.

Have you checked your

record in the NMLS g@% / /
lately? Licensed mortgage /L O /
lenders, brokers, and

T A A
mortgage loan originators ~ o //\

were informed May 1, J lb
2012 that unless they up- N ,J“r

date their NMLS record /
by August 1, 2012, defi- I

ciencies would be placed

on their record and the

deficiencies could limit their ability to renew their li-
censes.

As of September 18, 2012, 107 mortgage companies,
496 MLOs, and 154 mortgage company branches have
deficiencies on their tecords. Please check your re-
cords and update as required as soon as possi-
ble. When renewal time comes around, you will be

glad you did!
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Examination Schedules

Section 6.2-1611 of the Code of Virginia requires the Commission to examine each licensed mortgage lender and broker at
least once every three years, or more often if deemed necessary. Back in the eatly 1990’s, it took approximately 12-18 months
for the Bureau to examine all of the mortgage licensees. As the number of mortgage licensees grew in the 2000’s the exami-
nation cycle grew to 2 - 2 1/2 years.

In the last several years, the number of licensed mortgage companies has dropped dramatically,* resulting in a shorter amount

of time between examinations. If Bureau examiners appear at your office or contact you about an examination and it has

been less than two and a half years since the last examination, don’t be surprised. Typically it means nothing more than we
finished the exam cycle and are starting over.

Q *Number of licensees as of December 31,

\ 1996 880 (357 MB; 88 ML; 435 MLB)
2006 2,205 (1,488 MB; 142 ML; 575 MLB)

‘ 2011 724 (406 MB; 93 ML; 225 MLB)

VA AG Settles with Another L.oan Mod Company

On August 8, 2012, Attorney General Ken Cuccinelli an- fees in connection with services to avoid foreclosure. The AG
nounced that a settlement was reached with R. L. Brad Street, also alleged that in some instances, R. L. Brad Street violated
LLC, a mortgage loan modification company based in Chesa-  the Virginia Consumer Protection Act by failing to follow
peake, and its sole member/manager, Rhonda through on promises to assist consumers in ob-
L. Wyland. The company was allegedly charg- taining modifications of their mortgage loans.
ing illegal advance fees before performing fore-

. : To view the press release relating to this settle-
closure rescue services for their customers.

ment, go to: http://www.oag.state.va.us
Media%20and%20News%20Releases
News Releases/

Cuccinelli/080812 Brad Street.html.

The settlement alleges that the company vio-
lated the Virginia Foreclosure Rescue law by
charging consumers up to $3,000 in advance

" Buveau of
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1300 East Main Street, Suite 800, Richmond, VA 23219
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