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Payday LLending Statistics

Since the State Corporation Commission began licensing payday lenders on July 1,
2002, the payday lending industry has experienced steady growth. By the end of 2003,
the Commission licensed 69 payday lenders and authorized 596 offices. By the end of
2005, the Commission regulated 83 payday lending companies with 756 offices, result-
ing in an increase in the number of licensed payday lenders of 20% in two years.

The Payday Lender Annual Report provides other interesting information and details
about the volume of business conducted. To view the entire annual report, go to the
Bureau’s web site at: http://www.scc.virginia.gov/division/banking/annual.htm. Dur-
ing 2003, licensed payday lenders made a total of 2,046,121 payday loans; in 2005,
3,372,102 loans were made, resulting in a 64% increase in the number of loans made.
There was also an increase in the total dollar amount of payday loans made:
$655,645,430 in 2003 and $1,197,105,829 in 2005 — an increase of 82%! The total
number of individuals to whom payday loans were made also showed a substantial in-
crease — 285,798 in 2003 and 445,891 in 2005, resulting in a 56% increase.

The examination staff continues their busy pace to keep up with Section 6.1-456 of the
Code of Virginia, which requires that payday lending licensees’ records be examined at
least once every three years. In 2003, a total of 51 examinations (of all licensed loca-
tions) were conducted and in 2005, examiners completed 58 examinations.

Procedure for Paid Loans

The Payday Pre$$ is published by
the Bureau of Financial Institu-
tions and is part of its efforts to
improve communication with the
companies we regulate. It is dis-
tributed to Virginia payday lender
licensees and other interested
parties. Itis the licensee’s respon-
sibility as a Virginia payday lender
licensee to read this newsletter
and to be familiar with the posi-
tions and interpretations stated
herein.

Suggestions and comments con-
cerning the newsletter or its con-
tents should be addressed to the
Bureau of Financial Institutions at
P.O. Box 640, Richmond, VA
23218-0640 or via email at bfiques-
tions@sce.virginia.gov.
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Section 6.1-459 (17) of the Code of Virginia requires payday lender licensees
to, upon repayment of a loan in full, mark the original loan agreement with the
word “paid” or “canceled,” return it to the borrower and retain a copy in its
records. The examiners have noticed that instead of finding copies in the paid
loan files, they find original loan agreements, with original signatures, marked
“paid.” The appearance of the original agreement in the file leads the examin-
ers to question whether the licensee met the requirements of the above-
referenced statute and returned the original agreement to the borrower. To
properly show compliance with § 6.1-459 (17), licensees should
make a copy of the original agreement after it has been marked
“paid” or “canceled” and retain this copy in the paid loan file for

This problem arises because some of the computer systems used by payday
lender licensees print out up to three copies of the loan agreement and the
borrower is asked to sign each agreement, resulting in multiple “originals” in
the loan file. When more than one agreement is printed, a licensee should
designate (mark) additional printings as a “copy” to eliminate future confusion
and to prove compliance with applicable statutes. There should only be one
original signed loan agreement for each loan. After payoff, only a copy of the

signed agreement marked “paid” or “canceled” should be retained.
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Payday Lending Q & A

What does the Bureau accept to prove compliance with the “liquid assets” require-
ments in § 6.1-450 of the Code of Virginia?

“Liquid assets” is defined in 10 VAC 5-200-10 as cash on hand and in depository institutions
(banks, savings institutions, credit unions), money market funds, commercial paper and treas-
ury bills. Stocks and investment accounts are not included because they cannot always be read-
ily converted to cash.

‘When full or partial payments are made, what information must be on the receipt
that the payday lender is required to give to the borrower?

Receipts must be dated the date of the payment, be signed by the payday lending representa-
tive and include the balance due on the loan. Licensees should keep a copy of each receipt pro-
vided in order to show compliance with § 6.1-457 (17) of the Code of Virginia.

What do payday lending licensees have to do when a judgment is paid in full?

In addition to marking the original loan agreement “paid” or “canceled” and returning it to the borrower, within 30
days of the day of the payoff, the licensee must notify the court that the judgment was satisfied. Documentation of the
satisfaction should be maintained in the customer’s loan file to document compliance.

If a payday lender obtains a judgment against a consumer for failure to repay a loan, what interest rate
can be charged?

In the event a loan is not repaid by its maturity date, § 6.1-459(1) of the Code of Virginia allows a licensee to charge a
maximum rate of 6% on the amount advanced from the date of maturity until the loan is repaid in full. However, if a
judgment is obtained, a licensee will be limited to the lesser of what is awarded by the court or what is permitted under
§ 6.1-459 (1). For example, if a court enters a judgment in favor of a licensee and awards interest from the date of judg-
ment, a licensee cannot collect interest from the date of maturity to the date of the judgment. Examiners will check
what the court awards the licensee to determine if the amount of interest charged to the borrower is calculated correctly.

If a previous customer comes in to get another loan, do we have to give the customer the pamphlet and
warning notices again even though we still have a copy from their previous loan?

Yes. Before you take an application for the new loan, you must provide the applicant with a pamphlet and a warning
notice for them to sign.

Can the Consumer Guide to Payday Lending brochure written by the Bureau of Financial Institutions
be used in place of the payday lending pamphlet?

No. Virginia Regulation 10 VAC 5-200-30 requires payday lending licensees to provide the applicant with a pamphlet
which explains the borrower’s rights and responsibilities. The pamphlet must use the exact language that appears in 10
VAC 5-200-80. The form must be printed in at least 12-point type, without alteration and be separate from all other
papers or documents. The title, “Payday Lending in the Commonwealth of Virginia — Borrower Rights and Responsi-
bilities” and the headings for the individual sections must be in bold-face type or print.

Prior Approval Needed for "Other Businesses"

Section 6.1-463 of the Code of Virginia requires that the conduct of any other business in Virginia licensed payday
lending offices receive prior approval of the State Corporation Commission, except for check cashing by a registered
check casher. This requirement applies whether the other business is conducted by the licensee itself or by a third
party. Virginia Regulation 10 VAC 5-200-100, which became effective June 15, 2004, further clarified that any such
other business must be "financial in nature," which was defined as “primarily deal[ing] with the offering of debt,
money or credit, or services directly related thereto." Non-financial other businesses that were approved prior to the
effective date of the regulation were grandfathered; however, they are limited to the original locations of the licensee
at the time of approval. In order to obtain approval for the conduct of an other business, a licensee must file an appli-
cation on form CCB-5519 and submit a fee of $300 and a complete description of the business that will be conducted.
If approval is recommended, the licensee will be notified of any accompanying conditions that will be included in the
Commission’s approval order.
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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 July 1, 2002. These lists are accurate as of July 1, 2006. Call the Bureau
if you have a question concerning a recent denial, surrender or regulatory action taken by the Commission. A list of
current payday lender licensees is available on our Web site at:
http://www.scc.virginia.gov/division/banking/payday.htm. Also available on the Web site is a list of regulatory action
taken by the Commission since 2003 (penalties paid, license revocations, application denials). This information may
be found at: www.scc.virginia.gov/division/banking/violate.htm.

Pavday Licenses Surrendered

PL — 54 Cash Connection, Inc. d/b/a Checks Cashed VA  PL — 72 DL King, LLC d/b/a King’$ Ca$h Advance$ -
- 8/15/03 8/1/05

PL — 28 Piedmont Cash Loans, Inc. — 9/18/03 PL - 24 Q. C. & G. Financial, Inc. d/b/a Ace America’s
Cash Express — 8/10/05

PL — 37 Yvette B. Beheler d/b/a PayDay Loans of Virginia

- 11/15/03 PL — 47 Michael L. Vaughan d/b/a VIP Lending Services
o — 8/13/05 (now licensed under PL-114 Black
PL — 53 Bristol’s E-Z Cash Advance, LLC - 12/6/03 Business Corporation d/b/a VIP Lending)

PL - 45 Highlands Venture Financial, L.L.C. d/b/a Cash  PL,— 9o Fast Track Financial Corp. — 9/30/05
America — 12/19/03
) ) PL - 107 Midwest Money Exchange, LLC d/b/a Kwik
PL — 80 Persepolis, Inc. d/b/a Cash in a Flash — 4/8/04 Cash America — 12/27/05

PL —26 EZ Cash of Virginia, Inc. - 8/30/04 PL — 77 Evergreen Services Inc. — 1/1/06
PL - 31 Appomattox Financial Services, L.L.C. - 9/2/04  PL — 101 Shree Ganpati, Inc. — 2/13/06
PL - 30 Diamond G, Inc. d/b/a Diamond G Check PL — 116 JMLJ, LLC d/b/a Fast Bucks of VA — 5/5/06

Advance — 12/29/04
PL — 35 UMS, Inc. d/b/a Urgent Money Service —

PL — 38 Darrell L. Payne d/b/a Payne’s Check Cashing — 6/10/06
1/31/05

PL — 49 Crusader Cash Advance of Virginia, LLC —
8/1/05

Pavday Licenses Denied

PL — 27 FlexCheck of Virginia, LLC — 10/28/02
PL — 71 Kim C. Davis — 12/31/03

PL — 89 Easy Financial Services LLC — 9/8/04
PL - 105 The Onyx Store, LLC — 5/4/05

Fines Paid by Pavday Licensees

PL — 58 Gulfport Financial, LLC d/b/a Virginia Cash Advance — entered into a settlement on 5/25/06 and paid $4,000
for violating various laws applicable to the conduct of its licensed business.
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“Additional Security”
Reminder

Payday lender licensees are reminded to review Ad-
ministrative Letter 1801, titled “Prohibition on Ad-
ditional Security for Payday Loans” to ensure com-
pliance. It is the Bureau’s position that a payday
lender licensee is prohibited from requiring or ac-
cepting from a borrower any pre-authorization to
debit or transfer funds out of the borrower’s deposit
account (i.e., via EFT, ACH or other means) in or-
der to collect any amount owed on a payday loan
(including the amount of the check and any NSF
charges). By accepting such authorization in ad-
vance of the amounts becoming due, the Bureau
believes it constitutes impermissible additional se-
curity, in violation of §6.1-459 (10) of the Code of
Virginia and 10 VAC 5-200-70 C.

Payday lender licensees should also be aware that §
6.1-459 (10) prohibits them from taking or accept-
ing any form of assignment of income as additional
security for a payday loan, including an interest in a
refund of federal, state or local income taxes that is
due to a borrower.

' Bureau of

inancial Institutions

VIR GINIA STATE CoRPORATION C oMMISSION

Annual Assessments

Section 6.1-457 of the

Code of Virginia allows

the Commission to as-

sess an annual fee to

defray the cost of ex-

amination, supervision

and regulation of pay-

day lenders. Annual

assessments will be mailed out by September 15 and
fees must be paid by October 15. Failure to pay the
assessment by the due date can lead to regulatory ac-
tion pursuant to §§ 6.1-464 or 6.1-467 of the Code of
Virginia.

Virginia Regulation 10 VAC 5-200-90 sets the assess-
ment schedule for payday lenders. The annual fee is
based on information provided in the annual report
(due March 25 of each year) and will include $300 for
each office authorized and opened as of December 31
plus $.18 per payday loan made. In cases where a li-
cense has been granted between January 1 and Sep-
tember 15 of the year of the assessment, the licensee
shall pay $150 per office, authorized and opened as of
September 15 of that year.

1300 E. Main Street, Suite 800, Richmond, VA 23219

IMPORTANT REGULATORY INFORMATION ENCLOSED!
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