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Regulatory News for Virginia
B | Payday Lender Licensees

Summary of Significant Provisions in
the New Regulations

The following summary highlights, but does not fully explain, some of the
many new provisions that are set forth in the Commission’s regulations.
Licensees are responsible for reading and complying with all of the Com-
mission’s regulations (10 VAC 5-200-10 et seq.)
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Licensees are strongly encouraged to review their loan agreements and
Truth in Lending Act disclosures in the context of this summary and the
Commission’s regulations to ensure that such documents reflect the
changes to the Act and regulations effective January 1, 2009. You can
view the changes to the laws and regulations on the Bureau’s web site at:
http:/ /www.scc.virginia.gov/bfi/index.aspx

In this Issue:

Summary of Provisions
10 VAC 5-200-20: in New Regulation

F. The borrower’s pay cycle determines the minimum loan term. Important Reminder

G. A licensee must retain supporting documentation for the pay cycle. Payday Lending Q & A

H. A licensee cannot electronically debit a borrower’s deposit account or Licensee Update

obtain any funds from a borrower by electronic means.

Annual Reports Due

K. Upon satisfaction of a loan, a licensee must attach to the loan agree-
ment a copy of the receipt (signed and dated by the licensee) for the
payment that satisfied the loan. If a judgment was obtained and sat-
isfied, a licensee must attach to the loan agreement a copy of the
judgment marked satisfied. (continued on page 4)

Important Reminder

Licensees must pay particular attention to the requirements of 10 VAC 5-200-110, which relates to the pay-
day lending database. Subdivision Q 1 of this regulation sets forth the information that licensees are re-
quired to transmit to the database on or before January 1, 2009, in connection with every payday loan
made on or after October 1, 2008 that will or may be outstanding as of January 1, 2009. The required in-
formation includes, but is not limited to, the following: borrower’s first and last name; last four digits of
borrower’s driver’s license number or identification card number; borrower’s address; borrower’s date of
birth; date loan funds were disbursed; and date loan is due. Borrower information must be obtained and
retained in accordance with subsection D of 10 VAC 5-200-110.

10 VAC 5-200-120 identifies the potential consequences for failing to comply with any provision of the Pay-
day Loan Act or the Commission’s regulations. To avoid fines, license suspension, or license revocation, it is
important that you review the laws and regulations and take the necessary steps to ensure compliance.
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New PL Law Q & A

Question: If a licensee has social security numbers stored, can the licensee use social security numbers
to identify borrowers in the database?

Answer: No, social security numbers cannot be used and will not be stored in the database. Borrowers
will be uniquely identified in the database using the last four digits of either their driver’s license number
or identification card number (only cards issued by a state driver’s licensing authority are acceptable)
along with their date of birth and the first five digits of their zip code. See 10 VAC 5-200-110 for addi-
tional information.

Question: [ am confused by the examples required by 10 VAC 5-200-60 (posting of charges), which ap-
pear on page 17 of the regulations. Can the Bureau supply a sample schedule with the payments, fees,
interest charges, Annual Percentage Rate, etc.?

Answer: No, because the schedule must reflect a licensee’s actual charges. The Bureau does not know
what each licensee will charge, as the law only establishes the maximum amounts (licensees may charge
less than the maximum amounts). We are in the process of developing a sample format, but it is up to
each licensee to determine and post their actual charges.

Question: What historical data must be entered by licensees in the database by January 1, 2009?

Answer: Licensees must enter certain information relating to loans that are made on or after October 1,
2008 and prior to January 1, 2009 that remain outstanding on January 1, 2009. The following data must
be entered into the database for loans in this category: name of licensee; license number; office location
of licensee; first and last name or identification number of the employee entering the information into the
database; borrower’s first and last name; last four digits of borrower’s driver’s license number or state
identification card number; borrower’s address; borrower’s date of birth; date loan funds were disbursed;
and date loan is due. See 10 VAC 5-200-110 Q for additional information.

Question: What documentation does a licensee need to retain to
support a borrower’s pay cycle?

Answer: According to 10 VAC 5-200-20 G, supporting documenta-
tion may include, but is not limited to:

® A copy of a recent pay stub or similar periodic earnings state-
ment that clearly reflects the borrower’s pay cycle.

e A representation by the borrower in the written loan application.
Question: May a licensee accept a passport as identification?

Answer: No. The Commission’s regulations specifically require a

licensee to obtain the borrower’s identifying information from an

applicant’s unexpired original driver’s license or identification card

issued by a state driver’s licensing authority (e.g., Department of Motor Vehicles for the Commonwealth of
Virginia), regardless of whether the information on the driver’s license or identification card is still accu-
rate. See 10 VAC 5-200-110 D for additional information.

Question: Will the Commission provide scripts for the oral notice of eligibility for extended payment plans
and extended term loans?

Answer: No, the Commission’s regulations already prescribe the oral notice requirements. See 10 VAC 5-
200-33 C 4 and 10 VAC 5-200-35 E 4 for additional information.
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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 January 15, 2008. These lists are accurate as of
November 1, 2008. Call the Bureau if you have a question concerning a recent denial, surrender or regula-
tory action taken by the Commission. A list of current payday lender licensees as well as a list of regulatory
action taken (penalties paid, license revocations) and application denials is available on our Web site.

Payday Lender Licenses Surrendered

PL-2 Southwest Check Advance, Inc. —4/22/08 PL-55 Check Advance of Virginia, LLC d/b/a
PayDay USA - 10/20/08
PL-93 Rapid Cash, Inc. — 4/24/08
PL-13 Payday USA of Virginia, LLC d/b/a Pay-
PL-132 Woodco Enterprises LLC d/b/a Payday day USA - 10/20/08
Express —6/10/08
PL-136 TWT Payday Loans, Inc. d/b/a Color-
PL-39 Barehut, Inc. d/b/a Speedy Cash- 9/11/08 tyme — 10/22/08

Payday Lender Licenses Revoked

PL-145 Payday Today, LLC — 6/25/08 - for failure to continuously maintain surety bond as required by
§6.1-448 of the Code of Virginia

Fines Paid by Payday Lender Licensees

PL-140 Allied Cash Advance Virginia, LLC d/b/a Allied Cash Advance — entered into a settlement on 7/8/08
and paid $38,000 for alleged violations of VA Code sections 6.1-459(1), (2), (8), (10), (14), (15), (17)
and 10 VAC 5-200-30 B 2 and 70 B

Other Fines Paid

Bobby R. Hall, Jr. — entered into a settlement on 4/15/08 and paid $2,000 for acquiring more than 25% of
the ownership of NFC-Check Cashing Service, Inc. d/b/a NFC-Payday Advance (PL-96) without ob-
taining prior Commission approval

Glenn H. Hall - entered into a settlement on 4/15/08 and paid $2,000 for acquiring more than 25% of the
ownership of NFC-Check Cashing Service, Inc. d/b/a NFC-Payday Advance (PL-96) without obtaining
prior Commission approval

/" The Payday Pre$$ is published by the Bureau of Financial Institutions and
\ — is part of its efforts to improve communication with the companies we regu-
late. It is distributed to Virginia payday lender licensees and other inter-
ested parties. It is the licensee’s responsibility as a Virginia payday lender
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 addressed to the Bureau of Financial Institutions at P.O. Box
640, Richmond, VA 23218-0640 or via email at:
bfiquestions@scc.virginia.gov.
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Summary of Significant Provisions in the New Regulations

(Continued from page 1)

L. The security check must be dated as of the date the loan is DUE.
10 VAC 5-200-33:

B. Authorizes a borrower to elect repayment by means of an extended payment plan (“EPP”) at any time on
or after the date a loan is made through the due date.

B. 4. Prescribes the oral notice requirements that a licensee must comply with in the event an applicant is
eligible to repay a payday loan through an extended payment plan.

10 VAC 5-200-35

D. Addresses the extended term loan (“ETL”) option, which can only be elected by a borrower on the date the
borrower obtains a fifth loan within a rolling 180-day period.

E. 4. Prescribes the oral notice requirements that a licensee must comply with in
the event an applicant is eligible to repay a payday loan through an extended
term loan.

10 VAC 5-200-70:

C. A licensee shall not knowingly make a loan to a member of the military ser- G\
vices of the United States or the spouse or other dependent of such a member.

G. A licensee shall not file or initiate a legal proceeding against a borrower until
60 days after a default on a payday loan, including defaults under an EPP or
ETL. Note that a borrower and licensee may voluntarily enter into a repay-
ment arrangement during the 60-day period.

10 VAC 5-200-110:

Contains the requirements applicable to the payday lending database, which licensees are required to access
in order to determine whether applicants are eligible for payday loans. The Payday Loan Act prohibits
borrowers from obtaining loans under various circumstances, such as if an applicant currently has an
outstanding loan, or if an applicant repaid a previous payday loan on the same day the applicant is ap-
plying for a new payday loan. Subsection D requires licensees to obtain applicants’ identifying informa-
tion directly from their unexpired original driver’s license or identification card issued by a state driver’s
licensing authority (e.g., Department of Motor Vehicles for the Commonwealth of Virginia).

Security Check Stamp: Please note that the wording for the security check endorsement will also change
effective January 1, 2009 (see § 6.1-459 (14) of the Code of Virginia) as follows:

“This check is being negotiated as part of a payday loan pursuant to Chapter 18 (§ 6.1-444 et seq.) of
Title 6.1 of the Code of Virginia, and any holder of this check takes it subject to all claims and
defenses of the maker."

Training for the Virginia Payday Lending Database has
been scheduled by Veritec Solutions for the week of De-
cember 8, 2008. If you have not already scheduled train-
ing for your company, please call Veritec Solutions at
877-827-3501 today!
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Annual Reports Due March 25

Payday lenders licensed by the Bureau of Financial Institutions are required to file an Annual Re-
port with the Bureau. These reports pertain to the business conducted and should not be confused
with the corporate annual report (filed with the Office of the Clerk) required of corporations. The
annual report forms will be mailed to all payday lending licensees in December 2008 and are due at
the Bureau no later than March 25, 2009.

Tips for filing annual reports:

e Strictly follow the instructions provided with the report. If you need assistance, please call
Karen Heede with the Bureau’s Corporate Structure and Research Section at 804-371-9372.

File the report in duplicate (one original and one photocopy)
Make sure the report is complete, signed by a senior officer of the licensee and is notarized

Do not send money with the report. Assessments will be
mailed to all payday lending licensees by September 15,
2009 with payment due by October 15, 2009

Attach a financial report (audited, if available) for the licen-
see, including a balance sheet and income statement. If
audited reports are not available by the deadline, indicate
with the submission of the annual report the date the au-
dited financial statement is expected to be filed

Submit the annual report to the Bureau by the deadline. The

statute governing the filing of the annual report does not pro-

vide for extensions of time. Failure to file by the due date may
result in regulatory action (fines or revocation of license).

\ I / IMPORTANT COMMISSION TELEPHONE NUMBERS

Licensing (annual reports, applications, name changes, relocations)..... (804) 371-9690
Consumer Finance and Mortgage Examinations.....(804) 371-9701
Consumer Complaints.....(804) 371-9705
Banks and Savings Institutions.....(804) 371-9704

Corporate Information — Clerk’s Office.....(804) 371-9733
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Many borrowers will be affected by the up-
coming changes to the Payday Loan Act. Be
sure to instruct your staff to educate your

customers to prepare for the one loan at a
time requirement and cooling off periods as-
sociated with future loans to help them plan
for the revisions to the law.

Y Buveau of
wFinancial Institutions

VIRGINIA TATE ORPORATION OMMISSIOoN

1300 East Main Street, Suite 800, Richmond, VA 23219

IMPORTANT REGULATORY INFORMATION ENCLOSED!
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