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CONSENT AGREEMENT AND ORDER 

Tile Commonwealtl~ of Pennsylvania, acting through .the Depart~ne~lt of Banlcing 

("Department"), Bureau of Compliance, Investigation and Licensing ("Bureau"), has reviewed 

Colollial Mortgage Service Colnpany of America ("Colonial Mortgage"), and its officers, 

e ~ l l ~ l o ~ e e s  and directors. Based on the results of the review, the Bureau believes that Colo~lial 

Mortgage operated in violation of the Mortgage Licensillg Act ("MLA"), 7 Pa. C.S. $ G l O l  & 

a. ancl the regulatio~ls pro~nulgated under the MLA k~lowll as the Proper Co~lcluct of Lelldillg 

and Brolterii~g in t l~e  Mortgage Loall Buis~less ("Proper Co~lduct Regulations"),lO Pa. Code 5 

46.1 et, secr. The parties to the above captiollecl matter, in lieu of litigation, hereby stipulate that 

tile following slatelnellts are true ailcl correct in the settle~ne~ll of the above-captionecl Inatter and, 

intencling lo be legally bouncl; hereby agree to the ter~ns of this Co~lsellt Agreement aucl Order 

("Orcles"). 

BACICGROUND 

1. The Del~asLment is the Cominonwealth of Pennsylvania's aclministralive agency 

authorizecl and empowerecl to acl~nillistcr ancl enforce the MLA ancl the Proper Concluct 

Regulations. 



2. The B~ueau is primarily responsible for aclminislering ancl e~~forcing the MLA ancl 

the Proper Co~lcluct Regulatiolls for the Department. 

3. Colo~iial Mortgage is currently lice~lsecl as a Mortgage Lencler, license no.  22633 

uncles the MLA. 

4. Colonial Mortgage maintains its principal place of business in Perl~lsylva~lia at 100 

Tournament Dr, Ste 220, Horsham, PA 19044-3602 ("Principal Place"). 

5 .  I11 October 2009, the Bureau became aware that Colo~lial Mortgage was airing a 

radio advertisement in the Philaclelpl~ia, Pennsylvania market that was advertising "stated" 

inco~lle nlortgage products. 

6. The aclvertisement incluclecl the following language: 

Colonial Mortgage is also oferi17g llome equity loans, ju~llbo mortgages up to 10 
iilillio~l dollars, and 'stated loalzs' for qualified self-en~ployed borro~vera. Tlzcif's 
riglzf 'stcifecl loar~s' for 'selJlenzplo)~ed' burl-o~,vei;r. 

7. A stated loan is a loan that allows an applicallt to merely state their monthly 

i~lco~lle when applying for a loan without llaving to verify their illconle by furnishing 

clocumentation, such as tax returns and pay stubs, and otller infos~nation. 

8. Colo~lial contends that it was requesti~lg clocu~lle~ltatio~l from the applica~lts 

relali~lg to their ability to sepay to comply wit11 the Proper Co~~duct  Regulatio~~s although it was 

not al,parent basecl on its raclio aclvertisement. 

Authority of the Del~artment 

9. Section 6138(a) of the MLA provicles that, "The clepartment shall have the 

aulhorit~l to: (4) Issue regulations, statelnents or policy or orclers as may be necessary for the 

11ro11er conclucl or the mortgage loan business by lice~lsees . . . ." 7 I'a. C.S. 3 6 138(a)(4) 



10. Section 6102 of the MLA clefi~~es the "mortgage loan business" as the "busilress 

of adl~ei-tlsirzg, causing to be aclvertisecl, soliciting, negotiating or arra~lgiilg in the orcliilarp 

course of business or offering lo illake or illalting inortgage loans." 7 Pa. C.S. s 6102 (emphasis 

aclclecl). 

11. In accorclance with the authority ~i~lcler Section 6138(a) of the MLA, the 

Departme~lt issuecl the Proper ~oncliict Regulatio~ls which becanle effective on March 20, 2009 

12. Specifically, Sectio~l 46.2(g)(1)-(2) of the Proper Concluct Regulations pro\licles 

that: 

Evaluation of al~l~lica~lt ability to repa~i. 

(1) A liceilsee nlay not offer a loan without having reasoilably cletennined, based 
on the clocu~lleilts and itlforination provided under this subsection, that the 
al~plicant will have the ability to repay the loall in accorda~lce with the loan terins 
and coilditiolls by final lllaturity at the fillly iildexed rate, assuillillg a frilly 
a~nortized repayillellt scheclule. 

(2) In perfor~~ling an ailalysis to determine whether an applica~lt will have the 
ability to repay an offered loan, a licensee shnll corzsiclei; l)elaifi cirzcl C ~ O C L L I ? Z ~ I I . ~  

the: 

(i) Illcoille of the applicant. 
(ii) Fixecl expenses of the applicant. 

See 10 Pa. Code 9 46.2(g)(1)-(2) (emphasis addecl). 

13. Further, Sectio~l 46.2(g) provicles that a licensee must only "verify the incollle that 

the applicanl chooses to rely upon to repay the offerecl loan" ancl sets forth other criteria to guicle 

a licensee when engaging in an ability to repay analysis for a loan applicant. See 10 Pa. Code $$ 

46.2(g)(3)-(9). 

14. In aclclition, Sectio~l 6123(3) of the MLA provicles that "[a] licensee ellgaging in 

the ~llortgage loan business shall not: (3) Advertise, cause to be aclvertisecl or otherwise solicit 



whetl~er orally, in writing, by telecasl, by broaclcast or in any other manner any statement or 

representation which is false, misleacling or cleceptive." See 7 Pa. C.S. $ 6123(3); see also  10 Pa. 

Code $46.2(a). 

15. Section 6140(b) of the MLA provicles, i n  relevant part, that: 

A person licensed uncles this chapter or director, officer, owner, partner, employee 
or agent of a licensee who violates a provision of this chapter or who coilllllits any 
action which would subject the licensee to suspension, revocation or no~lrenewal 
uncles section 6139 inay be fined by the department ~111 to $10,000 for each 
offense. 

See 7 Pa. C.S. 8 6140(b). 

VIOLATIONS 

16. Colonial Mortgage violatecl Sections 6138(a) ancl 6123(3) of the MLA and 

Section 46.2 of the Proper Concl~lct Regulations by aclvertisi~lg and offering ~nortgage loans to 

applicants ~lhich did not require Colo~iial Mortgage to verify and document the applicants' 

ability to repay the mortgage loans. 

RELIEF 

17. &. Colo~lial Mortgage agrees to pay a fine of $1,000 ~ r l ~ i c h  shall be due and 

payable to the Department within 30 clays of the Effective Dale of this Order. The fine payment 

sllall be remitted by a company cl~eck, certiiecl check or llloliey orcler ~llacle payable to the 
' 

Pennsylvania Department of Banlcing and sent lo the attention of Compliance Division, Bureau 

of Compliance, Investigation ancl Licensing, 17 N.  Seco~lcl Street, Suile 1300, I-Iarrisburg, PA 

17101. 

18. Correcli\le Measures. Upon the Effective Dale of this Orcler, Colo~lial Mortgage 

agrees  no^ to aclvertise, cause 10 be acl\~erlisecl, solicit, negoliate or arrange in the orcli~iary course 

of business or offer to ~llalte or ~llalte "stalecl" nlortgage loans or any other nlortgage loa~ls that 



clo not require verification of the applicant's i~lco~lle through cloc~~ments and inforlnation as 

requirecl by the Proper Conduct Regulations ancl the MLA. 

FURTHER PROVISIONS 

19. Consent. Colo~lial Mortgage hereby Ic11owingly, willingly, voluntarily ancl 

irrevocably consents to the entry of this Orcler pursuant to the Bureau's orcler authority u~lder the 

MLA ancl agrees that it u~ldersta~lcls all of the ter~lls and co~lclitio~ls colltaiilecl herein. Colo~lial 

Mortgage, by volu~ltadly entering into this Order, waives ally right to a hearing or appeal 

co~lcer~li~lg the terms, co~lclitio~ls and/or penalties set forth in this Order. 

20. Publication. The Department will p~tblish this Orcler pursuant to its authority in 

Section 302,A.(5) of the Departine~ent of Banking Code. 7 1 P:S. s 733-302.A.(5). 

21. Entire A~reement. This Order contains the whole agreement between the parties. 

There are no other terms, obligations, covenants, re~~resentations, statements, conditions, or 

otherwise, of ally lcilltl ~lhatsoever co~lcer~li~lg this Order. This Order inay be a~lle~lded in 

writing by ~llutual agreeme~lt by the Bureau and Colollial Mortgage. 

22. Binding Nature. The Department, Colonial Mortgage, and all officers, owners, 

directors, e~nployees, heirs and assigns of Colo~lial Mortgage intend to be and are legally bound 

by the terms of this Orcler. 

23. Counsel. This Order is entered illto by the parties upon fill1 opportunity for legal 

aclvice 1.0111 legal counsel. 

24. Effectiveness. Colonial Mortgage Ilereby stipulates and agrees that the Orcler 

shall become effective on the date that the Bureau executes the Order ("Effective Date"). 



25. Other Enforcement Action. 

a. The Department reserves all of its rights, cluties, ancl authority to enforce 

all statutes, rules ancl regulations ~ ~ n d e r  its juriscliction against Colonial Mortgage in the future 

regarding all matters not resolved by this Order. 

b. Colo~lial Mortgage acknowleclges ancl agrees that this Orcler is only 

bincling upon the Department ancl not any other local, state or fecleral agency, clepartment or 

office regarding ~natters within this Order. 

26. Authorization. The parties below are authorized to execute this Order and legally 

bincl their respective parties. 

27. Counterl~arts. This Order may be executed in separate counterparts and by 

facsimile or by email. 

28. Titles. The titles used to identify the of this clocumellt are for the 

conveniei~ce of refeerence only and do not co~ltrol the interpretation of this document. 



WEIEREFORE, in consicleration of the foregoing, inclucling the recital paragraphs, the 

DepartmenL ancl Colonial Morlgage inte~lcling to be legally bouncl, clo hereby execute this 

Consent Agreement tulcl Orcler 

FOR TI-IE COMR'IONWEALTII OF PENNSYLVANIA 
DEPARTMENT OF BANICING, BUREAU OF 
COMPLIANCE, INVESTIGATION AND LICENSING 

- 
Ryan M. Wals1-1, Acl~lli~ilstrator 
Bureau of Compliance, Investigation and Licensing 
Department of Banking 

FOR COLONIAL MORTGAGE SERVICE COMPANY OF AMERICA 

- - 
(Print Offices Name) 

D ~ T  
(Title) 


