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Criminal Threats Addressed

Administrative Letter BFI — AL — 1802 was issued by the Commis-
sioner of Financial Institutions on October 26, 2007. The Administra-
tive Letter was prompted by numerous complaints received by the Bu-
reau from affected payday lending borrowers. Payday lending compa-
nies should take the steps necessary to ensure that all employees are
aware of the contents of this letter.

ADMINISTRATIVE LETTER BFI-AL-1802
THREATENING CRIMINAL PROCEEDINGS

Section 6.1-459 (9) of the Code of Virginia provides that “a licensee
shall not threaten, or cause to be instigated, criminal proceedings
against a borrower if a check given as security for a loan is dishon-

ored.” In this Issue:
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Based on this statute, a licensee is prohibited from informing or oth-
erwise suggesting to a borrower that criminal action may or will be
taken or pursued in the event that the borrower does not repay his
loan and the check given as security for the loan is dishonored. Li-
censees are cautioned that terms and phrases such as “prosecute”
and “press charges” are normally associated with criminal proceed-
ings. Therefore, the Bureau of Financial Institutions considers the
use of these or similar terms and phrases by a licensee (or an em-
ployee of a licensee) in connection with making or trying to collect a
payday loan to be a violation of § 6.1-459 (9). Additionally, words
such as “jail” and “arrested,” as well as statements indicating that law
enforcement authorities may be contacted if a borrower does not re-
pay his loan, also violate the Payday Loan Act.
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Reference § 6.1-459 of the Code of Virginia

Payday Lending Update

As of January 9, 2008, Virginia currently has 88 licensed payday lenders, with 764 office locations. During
2007, eight applications were received for new payday lender licenses. In 2006 and 2005, the Bureau re-
ceived 17 and 21 applications, respectively.

The Bureau’s examination staff conducted 42 examinations of licensed payday lenders in 2007. Forty-four
payday lending examinations were completed in 2006 and 58 were done in 2005. Licensee’s first examina-
tion will include visits to every licensed branch; however, subsequent examinations will include visits to a
sampling of the authorized branch locations.
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Annual Reports Due March 25

Payday lenders licensed by the Bureau of Financial Institutions are required to file an Annual Report 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 were
mailed to all payday lending licensees and are due at the Bureau no later than March 25, 2008.

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 Sep-
tember 15, 2008 with payment due by October 15, 2008.

* Attach a financial report (audited, if available) for the licensee, including a balance sheet and income
statement. If audited reports are not available by the deadline, indicate with the submission of the an-
nual report the date the audited 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 re-
port does not provide for extensions of time. Failure to file by the due date may result in regulatory action
(fines or revocation of license).

Frequently Asked Questions

Can a payday lender licensee obtain pre-authorization to debit or transfer funds from a borrower’s ac-
count?

NO. Administrative Letter BFI-Al-1801, titled “Prohibition on Additional Security for Payday Loans” states
that licensees are prohibited from requiring or accepting from a borrower any pre-authorization to debit or
transfer funds out of a borrower’s deposit account (i.e. via EFT, ACH, or other means) in order to collect any
amount that will or may become due (including the amount of the check, or other charges allowed under

§ 6.1-461 of the Code of Virginia). The acceptance of such authorization in advance of the amounts becom-
ing due constitutes impermissible additional security in violation of § 6.1-459 (10) of the Code of Virginia and
Virginia Regulation 10 VAC 5-200-70 C.

Are there limitations on the types of “other businesses” conducted in licensed payday offices that
may be approved by the Commission?

YES. Virginia Regulation 10 VAC 5-200-100 states that “other businesses”
conducted in payday lending offices must be “financial in nature,” which
means the business primarily deals with the offering of debt, money or
credit, or services directly related thereto (note that selling insurance or en-
rolling borrowers under group insurance policies is prohibited). This regula-
tion became effective on June 15, 2004. Some non financial other busi-
nesses were approved by the Commission prior to the effective date of the
above regulation, so these businesses were grandfathered for the locations at
which such businesses were conducted as of June 15, 2004.

How can I apply for an “other business”?

Licensees must file application form CCB-5519 along with the $300 fee and a
complete description of the business applied for. If approval is given, the
Commission’s approval order will include any applicable conditions.
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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, 2006. These lists are accurate as of Janu-
ary 15, 2008. Call the Bureau if you have a question concerning a recent denial, surrender or regulatory ac-
tion 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-1 Check 'n Go of Virginia, Inc. d/b/a Check 'n PL-100 Payday Loans, LLC-6/11/07
Go -7/3/06 NOTE: Eastern Specialty Fi- )
nance, Inc. d/b/a Check ‘n Go is currently PL-127 EmergiCash, LLC - 6/26/07

licensed as PL-137 PL-56 Atlantic Cash Group, Inc. d/b/a Minutemen
PL-110 Bishop Mary P. Bonner d/b/a Bonner's Payday Loans - 7/1/07

Financial Services - 9/13/06 PL-92 Russ Fast Cash, Inc. - 7/1/07

PL-86 CREMCO, Inc. d/b/a Fast Cash Store —

10/15/06 PL-64 Check-N-Hold, Inc. d/b/a Capital Cash

Advance - 8/20/07

PL-82 Howard Voight d/b/a Neighborhood Check

Exchange — 12/15/06 PL-85 Financial Consulting Services, LLC d/b/a EZ

Cash -9/30/07
PL-111 Valued Services of Virginia, LLC d/b/a

Purpose Financial — 1/31/07 PL-67 D & Q Enterprises, Inc. d/b/a Paymasters —

9/30/07

Payvday Lender Licenses Revoked

PL-19 North State Finance Company of Goldsboro, N.C., Inc. d/b/a Imperial Cash Advance - 10/29/07 -
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 Terrell L. Gravely, Sr. d/b/a AAA Cash Advance - settlement order entered on 4/26/07. Paid
$2,500 for making payday loans to Virginia consumers without obtaining a license.

PL- 137 Eastern Specialty Finance, Inc. d/b/a Check ‘n Go — settlement order entered on 1/10/08. Paid
$100,000 for violating various laws and regulations applicable to the conduct of its licensed business.

Other Fines Paid

J. Todd Rawle — settlement order entered on 6/28/07. Paid $2,000 for acquiring more than 25% of the
ownership of Anykind Check Cashing, LC d/b/a Check City (PL-21) without obtaining prior Commis-
sion approval.

R. Tracy Rawle — settlement order entered on 6/28/07. Paid $2,000 for acquiring more than 25% of the
ownership of Anykind Check Cashing, LC d/b/a Check City (PL-21) without obtaining prior Commis-
sion approval.

The Payday Pre$$ is published by the Bureau of Financial Institutions and is part of its efforts to im-
prove communication with the companies we regulate. It is distributed to Virginia payday lender licen-
sees and other interested 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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)) 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

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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