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ARIZONA DEPARTMENT OF FINANCIAL INSTITUTIONS

In the Matter of the Mortgage Banker License of: No. 11F-BD010-SBD

RESIDENTIAL FINANCE CORPORATION CONSENT ORDER
OF OHIO (FN)

401 North Front Street, Suite 100
Columbus, Ohio 43215

Respondent.

On July 20, 2010, the Arizona Department of Financial Institutions (“Department”) issued an
Order to Cease and Desist; Notice of Opportunity for Hearing; Consent to Entry of Order (“Cease and
Desist Order”™), alleging that Respondent had violated Arizona law. Wishing to resolve this matter inj
lieu of an administrative hearing, and without admitting liability, Respondent consents to the entry of the
following Findings of Fact and Conclusions of Law, and consent to the entry of the following Order.

FINDINGS OF FACT

1. Respondent Residential Finance Corporation of Ohio (FN) (“RFCO”) is an Ohig
corporation authorized to transact business in Arizona as a mortgage banker, license number BK]
0905843, within the meaning of A.R.S. §§ 6-941, ef seq. The nature of RFCQO’s business is that of
making, negotiating, or offering to make or negotiate a mortgage banking loan or a mortgage loan|
secured by Arizona real property within the meaning of A.R.S. § 6-941(5).

2. Michael Isaacs (*Mr. Isaacs”) is the President and majority owner of RFCO.

3. RFCO is not exempt from licensure as a mortgage banker within the meaning of A.R.S,
§§ 6-942 and 6-941(5).

4, Following an examination of RFCO by the Department, beginning December 22, 2009
and concluding February 18, 2010, the Department concluded that Respondent:

a. Failed to ensure their Responsible Individual remained in active management of

Respondent’s activities, specifically:
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i.

. Failed to include its name and license number as issued on its principal place of
business license within the text of all regulated advertising or business solicitations

and used prohibited logos, specifically:

ii.

iil.

Failed to conduct the minimum elements of reasonable employee investigations priot

to hiring employees, specifically:

i

il

The number and nature of the violations discovered during the examination
verify that Respondent’s Responsible Individual has not fulfilled his

responsibilities as set forth in A.A.C. R20-4-102;

Respondent’s website, www.residentialfinance.com, uses the incorrect
mortgage banker license number. BK-0106506, the license for its Arizona
branch, is the license number being used by Respondent, however, BK-
0905842 is the license number on its principal place of business license;
Various mail solicitations beginning in approximately September of 2009 also
used the incorrect license number BK-0106506; and
Although discovered and corrected before the Department’s examination,
Respondent’s prior mail solicitations contained HUD’s FHA logo at the top of
the document. This logo is unique to FHA and its unaﬁthorized use is strictly|
prohibited. Use of this logo gives the appearance that the document i
generated by FHA and can be misconstrued as an official notification from
FHA even though Respondent has placed a disclaimer in small print at the

bottom of the notice;

Failed to obtain a signed, completed Employment Eligibility Verification
(Form 1-9) before hiring at least two (2) employees;
Failed to obtain a completed employment application before hiring at least

three (3) employees;
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d. Failed to use a statutorily correct written fee agreement, signed by all parties,

c.

specifically:

i

ii. Several of Respondent’s signed written agreements were not signed by an

Allowed borrowers to sign regulated documents containing blank spaces without

authorization, specifically:

iii. Failed to obtain a signed statement attesting to all of an applicant’s felony

iv. Failed to consult with the applicant’s most recent or next most recent

v. Failed to inquire regarding the applicant’s qualifications and competence for

vi. Failed to obtain a current credit report from a credit reporting agency beforg

convictions, including information regarding each conviction, before hiring at

least four (4) employees;
employer before hiring at least twelve (12) employees;
the position before hiring at least twelve (12) employees; and

hiring at least twelve (12) employees;

Respondent states it does not collect advance fees; however, RFCO is using 4
form which indicates that non-refundable advance fees can be collected from the
borrower for appraisal reports although there is no evidence those fees were
collected. Respondent is not required to use a written fee agreement if advance
fees for third party vendors are not collected from borrowers. Additionally, third
party advance fees for services such as credit reports and appraisals cannot be
non-refundable. The Arizona Revised Statutes and RESPA do not allow
mortgage companies to charge for services that have not been prdvided.
Therefore, if the service for which the advance fee is collected has not been

provided, then the advance fee must be refunded to the borrower; and

authorized representative of the company;
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5.

Cease and Desist Order on July 20, 2010.

. Used an unlawtul appraisal disclosure that limits a borrower to ninety (90) days in

Based upon the above findings, the Department issued and served upon Respondent the

i. Respondent allowed at least one (1) borrower to sign a mortgage loan application
containing blank spaces;

ii. Respondent allowed at least two (2) borrowers to sign Truth in Lending
disclosures containing blank spaces;

iii. Respondent allowed at least two (2) borrowers to sign Servicing Transfer
disclosures containing blank spaces; |

iv. Respondent allowed at least ten (10) borrowers to sign 4506-T forms containing]
blank spaces; |

v. Respondent allowed at least six (6) borrowers to sign written fee agreements
containing blank spaces;

vi. Respondent allowed at least two (2) borrowers to sign Credit Report Fee Letters
containing blank spaces; and

vii. Respondent consistently used a blank space disclosure that does not specifically|
identify the document and the blank spaces to be completed;

Failed to maintain a complete organizational file, specifically:

i. An inquiry to the Arizona Corporation Commission (“ACC”) on December 23,

2009 revealed that RFCO was not in good standing. RFCO was delinquent in

submitting their annual report to the ACC, which was due on July 21, 2009. The

Arizona Corporation Commission received RFCO’s annual report and fees on

November 20, 2009, and reinstated the RFCO’s status to “Good Standing.

which the borrower may request a copy of an appraisal for which the borrower hag

paid.




o =3 Oh

O

10
11
12
13
14
15
16
17

18

19
20
21
22
23
24
25
26

6. On July 28, 2010, the Department received Respondent’s request for a Hearing to appeal
the Cease and Desist Order.

CONCLUSIONS OF LAW

1. Pursuant to A.R.S. §§ 6-941, ef seq., the Superintendent has the authority and duty to
regulate all persons engaged in the mortgage banker business and with the enforcement of statutes, rules,|
and regulations relating to mortgage bankers.

2. By the conduct set forth in the Findings of Fact, the Depattment concluded Residential
Finance Corporation of Ohio (FN) violated the following:

a. ARS. § 6-943(F) and A.A.C. R20-4-102, by failing to ensure its Responsible

Individual remained in active management of Respondent’s activities;

b. AR.S. §§ 6-943(N), 6-946(F) and 6-944(E), by failing include its name and licenseg

number as issued on its principal place of business license within the text of all

regulated advertising or business solicitations and using prohibited logos;

c. ARS. § 6-943(0) and A.A.C. R20-4-102, by failing to conduct the minimum|

_ elements of reasonable employee investigations prior to hiring employees;

d. AR.S. 3§ 6-946(C), by failing to use a statutorily correct written fee agreement, signed

by all parties;

e. AR.S.§6-947(A) and A.A.C. R20-4-1808, by allowing borrowers to sign regulated|
documents containing blank spaces without authorization;

£ AA.C. R20-4-1806(B)(9), by failing to maintain a complete organizational file;

g ARS. § 6-946(C), by using an unlawful appraisal disclosure that limits a borrower to

ninety (90) days in which the borrower may request a copy of an appraisal for whichi

the borrower has paid. |

3. Pursuant to A.R.S. § 6-132, Respondent’s violations of the aforementioned statutes are
grounds for a civil penalty of not more than five thousand dollars ($5,000.00) for each violation for each|

day.
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4. The violations, set forth above, constitute grounds for: (1) the issuance of an ordes
pursuant to A.R.S. §‘6-] 37 directing Respondent to cease and desist from the violative conduct and to
take the appropriate affirmative actions, within a reasonable period of time prescribed by the
Superintendent, to correct the conditions resulting from the unlawful acts, practices, and transactions; (2
the imposition of a civil monetary penalty pursuant to A.R.S. § 6-132; (3) the suspension or revocation
of Respondent’s license pursuant to A.R.S. § 6-945; (4) an order to pay restitution of any fees earned on
loans made in violation of A.R.S. § 6-941, et seq., pursuant to A.R.S. §§ 6-131(A)3) and 6-137; and (5
an order or any other remedy necessary or proper for the enforcement of statutes and rules regulating
mortgage bankers pursuant to A.R.S. §§ 6-123 and 6-131.

ORDER
1. Residential Finance Corporation of Ohio (FN) shall immediately stop the violations set
forth in the Findings of Fact and Conclusions of Law. RFFCO:
a. Shall ensure itsr Responsible Individual remains in active management of
Respondent’s activities;
b. Shall inciude their name and license number as issued on their principal place of
business license within the text of all regulated advertising or business solicitations
and shall not use prohibited logos;
c. Shall conduct the minimum elements of reasonable employee investigations prior to
hiring employees;
d. Shall use a statutorily correct written fee agreement, signed by all parties;
e. Shall not allow borrowers to sign regulated documents containing blank spaces
without authorization;
£ Shall maintain a complete organizational file;
g. Shall not use an unlawful appraisal disclosure that limits a borrower to ninety (90}
days in which the borrower may request a copy of an appraisal for which the]

borrower has paid.
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2. Residential Finance Corporation of Ohio (FN) shall comply with all Arizona statutes and|
rules regulating Arizona mortgage bankers (A.R.S. §§ 6-941, et seq.) and loan originators (A.R.S. §§ 64
991, et seq.).

3. Residential Finance Corporation of Ohio (FN) shall immediately pay to the Department
an assessment in the amount of ten thousand dollars ($10,000.00).

4, The provisions of this Order shall be binding upon Respondent, its employees, agents,
and other persons participating in the conduct of the affairs of Residential Finance Corporation of Ohiq
(FN).

5. The provisions of this Order shall be binding upon Respondent and resolves the Cease
and Desist Order, subject to Respondent’s compliance with the requirements of this Order, as well as all
other statutes and rules regulating mortgage bankers doing business in Arizona.

6. This Order shall become effective upon service, and shall remain effective and
enforceable until such time as, and except to the extent that, it shall be stayed, modified, terminated, or
set aside.

SO ORDERED this 240 day of i 2eviuavy/ 2011,

Lauren W. Kingry
Superintendent of Financial Institutions

obert D. Charlton oY )
Assistant Superintendent of Financial Institutions

CONSENT TO ENTRY OF ORDER

1. Respondent acknowledges that it has been served with a copy of the foregoing Findings
of Fact, Conclusions of Law, and Order in the above-referenced matter, has read the same, is aware of

its right to an administrative hearing in this matter, and has waived the same.
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Phoenix, AZ 85018

2. Respondent admits the jurisdiction of the Superintendent and consents to the entry of thej
foregoing Findings of Fact, Conclusions of Law, and Order.
3. Respondent states that no promise of any kind or nature has been made to induce it tol
consent to the entry of this Order, and it has done so voluntarily.
4, Respondent acknowledges that the acceptance of this Agreement by the Superintendent is

solely to settle this matter and does not preclude this Department, any other agency or officer of thig
state or subdivision thereof from instituting other proceedings as may be appropriate now or in the
future.
5. Michael [saacs, on behalf of Residential Finance Corporation of Ohio (FN), represents

that he is the majority owner and President, and that, as such, has been authorized by RFCO to consent
to the entry of this Order on its behalf.
6. Respondent waives all rights to seek judicial review or otherwise to challenge or contest

the validity of this Consent Order,

DATED this /7% _ day of 7@%7 ,2011.

Res1dent1aI Fmance Corpora@ of Ohio (FN)

ORIGINAL of the foregeing filed
this _“2{stday of Egg@m ﬁ{j , 2011 in the office of:

Lauren W. Kingry

Acting Superintendent of Financial Institutions
Arizona Department of Financial Institutions
Attention: Susan Longo

2910 North 44th Street, Suite 310

COPY of the foregoing mailed or

hand-delivered this Zj&t day of h ﬂgéﬁgﬁﬁ , 2011 to:

Craig Raby

Assistant Attorney General
Office of the Attorney General
1275 West Washington Street
Phoenix, AZ 85007
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Robert Charlton, Assistant Superintendent
Judith Moss, Senior Examiner -

Arizona Department of Financial Institutions
2910 North 44th Street, Suite 310

Phoenix, AZ 85018

COPY of the foregoing mailed Certified,
Return Receipt this Zigt day of giﬁgﬁgﬂg% , 2011 to:

Barney M. Holtzman

Fennemore Craig, P.C.

One South Church Avenue, Suite 1000
Tucson, A7 85701-1627

Attorney for Respondent

Michael Isaacs, President

Residential Finance Corporation g Ohio (FN)
401 N. Front St., Ste. 300, .

Columbus, OH 43215 ¢

y
s

Respondent






