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WELCOME OUR
NEW STAFF

Brenda Stubblefield joinsthe Bureau asan
Examiner/Investigator in the Exam/Enforce-
ment section. She brings over 6 years of
varied experience as a Branch Manager for
Avco Financia Services, aCompliance Of-
ficer for the Idaho State Tax Commission
and aLoan Officer for both UC Lending and
USBank.

Erin Van Engelen joins the Bureau as an
Examiner/Investigator in the Licensing sec-
tion. Shewaspreviously with Smith Barney
as a Registered Associate for over 5 years
and with US Bank for aimost 2 years as a
SalesAssistant. She also maintains a posi-
tion as an Assistant Coach on the BSU Fo-
rensics (Debate) Team.

Richard Dekker joinsthe Bureau asan Ex-
aminer/Investigator in the Exam/Enforcement
section. Hebring over 15 yearsof consumer,
mortgage and collection experience from
HFC, WFS Financial, Bob Rice Ford, Dan
Wiebold Ford and Jubilee Auto Sales.

Karen Carlyle rounds out the additions to
the Bureau as Administrative Assistant to
the Examinersin the Exam/Enforcement sec-
tion. She brings over 10 years experience
primarily from the Department of Public
Instruction and First Security Bank.

L etter From the Bureau Chief

Idahoisat thethreshold of loan originator licensing - asignificant changein theregulatory
structure of the residential mortgage industry.

Inthisissue of the Compliance Collection, | wanted to recap abit of the history relativeto
loan originator licensingin Idaho. 1n 2004 theldaho Mortgage BrokersAssociation ("IMBA™)
and the ldaho Mortgage L endersAssociation ("IMLA™) obtained amendmentsto the Idaho
Residential Mortgage PracticesAct to includelicensing and continuing education require-
ments for mortgage loan originators. The Department worked closely with IMBA and
IMLA during this process.

More recently, the 2005 Idaho Legislature provided funding to the Department to imple-
ment loan originator licensing, which goesinto effect in January 2006. Thiswas avital
milestone enabling the Department to prepare for the coming wave of new loan originator
licensees. The members of IMBA and IMLA were instrumental in helping the Depart-
ment obtain the staffing and tools necessary to successfully implement loan originator
licensingin Idaho.

The Department estimatesthat within threeyears itsregulatory oversight responsibilities
will expand to cover approximately 10,000 new loan originator licensees. Despite this
significant workload increase, the Department iscommitted to providing efficient regula
tory servicesto its licensees.

Inthisissue of the Compliance Connection you will find information about upcoming free
training seminarsto be offered throughout | daho for prospective loan originator licensees.
Check page 4 of this Newsletter for locations and dates. Register early, as seating is not
guaranteed, and will be offered through pre-registration on afirst-come, first-served ba-
Sis.

The Department's training seminars will provide an excellent opportunity for mortgage
loan originators to learn everything they need to know to prepare for licensing. The
seminars have been approved by the Director of the Department of Finance for up to
three continuing education credits for attendees who apply to the Department for aloan
originator license within ninety days of the training, and whose license applications are
subsequently approved.

The Department appreciates licensees who take steps to ensure that they operate in
compliance with applicable laws and rules. We find that licensees who take the time to
study and apply the rules and laws under which they operate are miles ahead of their
competition on the compliancefront.

As aways, Department staff members are ready and willing to answer your compliance
related questions. The Department'swebsiteis also aconvenient source for information.
It can be accessed at: http://finance.idaho.gov.

Michael Larsen
Consumer Finance Bureau Chief
Idaho Department of Finance



Enforcement Actions

Regulated Lenders
(includes Payday, Title, Finance Companies,

etc)

Check to Cash, LLC--8/8/05

Agreement and Order--Assessed $1,500 administrative penalty,
with $1,000 suspended, plus $500 attorney feesfor failingtofilea
timely and complete payday renewal form.

Mortgage Brokers/Lenders

Anita Yekel dba White Knight M ortgage--7/25/05
Cease and Desist Order--conducting unlicensed activity.

Access Mortgage Company |Inc--7/26/05
Agreement and Order--paid $15,000 administrative penalty for
unlicensed activity.

Prime West Financial Ltd--8/3/05

Agreement and Order--paid $1,000 administrative pendty for filing
afalse or misleading response as to a material fact on its annual
renewal form.

Christian Roberts Mtg LL C--8/19/05

Agreement and Order--paid $1,500 administrative pendty for filing
afalse or misleading response as to a material fact on its annual
renewal form.

Collection Agencies

Giove Law Office PC--5/16/05
Order Denying Application for Collection Agency Permit
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Top Consumer Complaints
3/1/05 through 8/31/05

Complaint issueslisted from most prevaent toleast.

1) Origination:

These complaintsrelate to nondisclosuresof costsfor third-
party expenses, aswell as representations made by |oan offic-
ersthat aloan will be closed on acertain date ~ and the date
passes. Usually theresult istheloan could not be obtained as
origindly promised. A few compla nantsindicated that they were
told to stop making paymentsastheloanisgoingto closevery
soon.

2) Loan Servicing.

Thesecomplaints(someincluded federally regulated enti-
ties) pertained to difficultieswith escrow accounts, payments
made by complainants not applied as they understood - and
borrowerssmply not understanding thetermsof asmpleinter-
estloan.

3) Appraisa payments.

These complaintsarerelated to appraisersnot being paid
for servicesrendered. Thisareaof complaintsreflect anin-
crease not seen before ~ therewere seven complaints.

4) Advertigngviolations.

Thesecomplaintsarerelated most frequently to violations of
the Residential Mortgage PracticesAct. Representationsmade
that do not reflect thetrueintent of the solicitation.

5) Unlicensed activities.
These complaintsrelateto facsimilesreceivedinthe De-
partment, aswell asfromtheindustry regulating itsalf.
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What to Know about Identity Thieves

It is likely that most of us have either heard second-hand accounts of
instances of identity theft and its effect on someone's financial situation
or, we may personally know of someone who has been harmed by this
"silent” crime. Inthefinancial servicesindustry, awareness of the grow-
ing problem of identity theft isimportant and becomes more significant
every day. The magnitude of the issue isillustrated by studies, such as
one conducted by Judith Collins, professor and director of Michigan
State's Identity Theft Program, that indicated that up to 70 percent of
identity theft cases begin when personal datais stolen by employees of
acompany that isin possession of aconsumer's non-public information
(Sullivan, 2004). But, regardless of how much we hear about theissue or
how many measures are put in place to prevent identity theft from occur-
ring, how many of us can state we know who represents a threat to our
consumers privateinformation?
Inan extremely detailed and pertinent articleentitled "I dentity Theft and
SLIT Rings: An Unrecognized Yet Growing Cancer," published in the
July/August edition of Crime & Justice International, author Bruno
Pravlicek providesinsight into an evolving class of identity thieves. Mr.
Pavlicek explainsthat in many cities, criminalswho traditionally engaged
in burglaries, drug trafficking, and robbery are moving toward criminal
activities that carry lessrisk relative to the potential for financial gain.
Because of thisshift in criminal activity, street level identity theft rings,
or SLIT rings, have becomean operating format for identity theft (Pavlicek,
2005).
Mr. Pavlicek describes SLIT rings as associations of common street level
criminalsfrominner cities, generally from lower socioeconomic and mi-
nority backgrounds. These criminals conspire and loosely organize to-
gether for the purpose of illegally acquiring and compromising victim's
identities. They have theintent and meansto impersonate victimsin the
course of conducting fraudulent financial transactions for purposes of
separate elements of an identity theft crime in separate locations. For
instance, consumer information illicitly obtained in one state may be
used fraudulently for financia gain in another state. Another advantage
isthat SLIT ringsengagein acrimina enterprisethat requiressignificant
resourcesto investigate and prosecute, which makesidentify theft crimes
more difficult to pursue than moretraditional crimes, such asburglaries
and drug trafficking. Finally, acontinued lack on the part of many orga-
ni zations, which maintain non-public consumer information, to imple-
ment safeguards against identity theft allows these criminal organiza-
tionsthe opportunity to continuetheir activitieswithout early detection.
The definition of SLIT rings given above provides a general
overview of how such organizationsact to perpetrateidentity theft crimes.
However, amore detailed analysisof certaintraitsof aSLIT ring isnec-
essary in order to aid financial service companiesin preventing consum-
ersor themselves from becoming victims of an identity theft crime. The
following figureillustratesakey trait of aSLIT ring-itsdivision of |abor.
Regularly aring leader acts to maintain the operation of the criminal
enterprise, recruit new members, and direct the activities of associated
parties. Thering leader of aSLIT ring will pull together resources that
include personnel at thelowest level of the organization, such as"mules’,
who intercept items delivered by mail to avictim, for example, books of
checks or account statements. Other resources necessary toaSLIT ring
include skilled personnel who can verify the credit quality of victimsor
who can create false or forged documents, such as driver's licenses to
aidin perpetrating the crime.

Figure 1: SLIT Ring Division of Labor Chart
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Figure 1

A key element inthestructureof aSLIT ringisnoted in the abovefigure
as"Victim Identity Source." Thismember of the SLIT ringiscrucial to
the continuation of identity theft crimesin that it representsamember of
the ring who has access to the consumer information that is obtained
for the SLIT ring. From the perspective of afinancial servicescompany,
this member of the identity theft operation is the initial threat to the
safety of itsconsumer's personal information. TheVictim I dentity Source
may be any party affiliated with afinancial services company who has
the ability to illicitly obtain a consumer's information. This could in-
clude employees of a company or potentially vendors who may have
the meansto access such information. Once the Victim Identity Source
obtains personal consumer information, it is then transmitted to the
SLIT ring leader in order to further the crime of identity theft. Therefore,
itiscritical that financial services companiesincorporate safeguardsto
limit the potential for the Victim Identity Source to complete the task of
acquiring personal, non-public information.

Financial service companieshave aready been subject to many legisla-
tive changes designed to restrict access to a consumer's personal, non-
publicinformation. It could be expected that if incidents of identity theft
continue increase, the result may mean reactive legislation that will
increaseregulatory control over the manner in which companiesobtain
and maintain consumer information. Recognizing thefeaturesthat single
out the perpetrators of identity theft crimes could lead to more proactive
action, with measurable results, on the part of financial service compa
nies. Positive results in the effort to reduce instances of identity theft
related crimes are the means to decrease the effectiveness of identity
theft rings while also lessening the need for more governmental over-
sight related to the protection of consumer information.

References:

Pavlicek, B. (July/Aug 2005). "ldentity theft and dlit rings: an unrecog-
nized yet growing cancer." Crime & Justice International.

Sullivan , B. (May 21, 2004). "Study: 1D theft usually an inside job."
MSNBC Interactive. Retrieved September 6, 2005 from the World Wide
Web: http://msnbc.msn.com/id/5015565/?GTI1=3391.
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IMPORTANT DATES TO REMEMBER EACH YEAR

~\

Last Dateto Complete

January 31st
March 15th
August 31st
April 30th

May 31st
March 15th
August 31st

J

Free Mortgage Loan Originator Training
Loan Officers and Qualified Persons in Charge--approved
for 3 hours continuing education credit!

Training is designed to meet the requirements of continuing edu-
cationinldaholaw. Registrantsshould belimited toloan origina-
tors and those designated as the Qualified Person in Charge
(QPIC) dueto limited seating. The QPIC isidentified with each
licensee on our website.

BOI SE/MERIDIAN--Wednesday, Oct. 19, 2005--Comfort
Suites, 2310 E Freeway Drive, Meridian

COEUR D’ALENE--Friday, Oct 21, 2005--Ameritel Inn, 333
Ironwood Ave

TWIN FALL S-Tuesday, Nov. 1, 2005--Ameritel Inn, 1377 Blue
Lakes Blvd North

POCATEL L O--Wednesday, Nov. 2, 2005--Ameritel Inn, 1440
Bench Rd

IDAHO FALLS-Thursday, Nov. 3, 2005-- Ameritel Inn, 645
Lindsay Blvd

A morning and afternoon session will be presented at each loca-
tion. Morning sessionswill run from 8:30 am. until 12:00 noon.
Sign-inbeginsat 8:00 am. Afternoon sessionswill runfrom 1:30
p.m. until 5:00 p.m. Sign-inbeginsat 1:00 p.m.

SEATINGISLIMITED. RESERVE YOUR SEAT BEFORE

OCTOBER 1, 2005 BY CALLING (208) 332-8072 OR 1-
888-346-3378 (toll free in 1daho)

Visit our website at http://finance.idaho.gov for moreinformation

New on the Web!

Collection Agencies-Now fileyour Collection Agency Quar-
terly Notification of Collectors/Agentsonline! Locatedinane-
fileformat in the coll ection agency formssection.

Mortgage L oan Originator s-- Get ahead start on securing
your surety bond with the Loan Originator Surety Bond form.
For those who plan to file a CD in lieu of the bond, the
Department’spolicy letter/instructionsisalso available. Both
itemsare posted in the mortgage form section.

Debt Buyer Policy--for entitiesinvolved in debt buying, but
not the collection of thedebt, the Department’ sDebt Buyer Policy
isavailableinthenew “Policy” sectionfromthehomepage.

Idaho Financial Fraud Prevention Act--thisnew law, under
Title67 Chapter 27, became effective July 1, 2005 and effects
all entitieslicensed by the Bureau. Accessthislaw for review
and how it may affect youinthe“Laws/Statues’ sectionfrom
thehomepage.

This newsletter is produced semi-
annually as a part of the Bureau’'s
continued communication outreach with
the companies we regul ate.

Specia thanksto Brenda Stubblefield,
Anthony Polidori and CinaTreese for
their contributions to this issue!




Escrow Company
Licensure Required

Licensing requirementsfor independent escrow com-
panies became effective July 1, 2005 under the new
Idaho Escrow Act. If not qualified for an exemption,
those entities conducting activity described as™...any
transaction in which any person, for the purpose of
effecting the sale, transfer, encumbrance, or lease
of real or personal property to another person, de-
livers any written instrument, money, evidence of
title to real or personal property, or other thing of
value to a third person to be held by that third per-
son until the happening of a specified event or the
performance of a prescribed condition, when the
instrument, money, evidence of title or thing of value
is then to be delivered by the third person to a
grantee, grantor, promisee, promisor, obligee, ob-
ligor, bailee, bailor, or any agent or employee of
any of the latter, pursuant to written instruction”
shall be required to apply for alicense by October
28, 2005.

Based on the description of activity, independent es-
crow companies may not bethe only entities affected.
Property management companiesand othersconduct-
ing the activity of collecting and maintaining trust
fundsfor tenants and owners may also be affected.

The ldaho Escrow Act isavailable on thewebsitein
the"Laws/Statutes" section from the homepage.

Contact I nformation for the

I daho Department of Finance

(208)-332-8000
(208) 332-8002
(208) 332-8099

Main phone number
Consumer Finance Bureau
Facsimile

USPS (regular mail)

Idaho Department of Finance
PO Box 83720

Boise ID 83720-0031

Overnight Delivery

Idaho Department of Finance
700 W State Street 2nd Floor
Boise ID 83702
Wehaveanew web address! http://finance.idaho.gov

BUREAU STATISTICS
Active Licensees (as of 8/31/2005)

Mortgage Brokers 796
Mortgage Lenders 808
Escrow Companies 0
Regulated Lenders(inc. titlelenders) 348
Payday Lenders 216
CollectionAgencies 156
Foreign Permittees 400
Debt/Credit Counselors 33

New Applications Received (3/1-8/31/2005)

Mortgage Brokers/Lenders 343
Regulated L enders(incl. payday/title) 56
Collection Agencies/Foreign Permittees 58
Escrow Companies 0
ExamsConducted (3/1-8/31/2005)
Mortgage Brokers/Lender 12
Regulated L enders (inc payday/title) 0
CollectionAgency 41
Exemptions(3/1-8/31/2005) 45

Voluntary License/Application Withdrawals
(3/1-8/31/2005)

Mortgage Brokers/Lenders 173
Regulated L enders (inc payday/title) 16
CollectionAgency 10
Complaintsfiled (written) (3/1-8/31/2005)
Mortgage (origination & servicing) 51
CollectionAgency 102
Payday Lender, Regulated L ender
(finance co., payday, title) 23
Other (banks, credit unions) 25
Complaintsclosed (all) (3/1-8/31/2005) 120
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Suggestionsand comments concerning the newd etter or its
contents should be sent to the Bureau at
PO Box 83720, Boise, |daho 83720-0031 or viaemail to
kc_schaler@finance.idaho.gov




