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EXAMINATION COMMENTS AND CONCLUSIONS

FDCPA
TitleMax employees are required to be certified on an annually basis. All collection employees are

required a minimum score of 80% to obtain the FDCPA certification. The store managers monitor all
contact with debtors to assure that policy and produces are followed by all employees.

FinCen Registration
TifleMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;

as such, the licensee is not registered with FinCEN as a Money Service Business.

Complaints Filed Since the Previons Examination
The Financial Institutions Division complaint database was verified and indicates that as of October 14,

7014 there were three complaints filed against TitleMax since the previous cxamination. TitleMax
responded to the complaints in a timely manuer. .

Total Sample Size
[As of Exam Date_| Angust 31, 2014 B
. Popuiation 7 Sample Size ‘ Penetration

LOAN TYPES: ‘
Aclive Loans 317 9 2.84%
Delinguent Loans 102f 4 3.92%
Closed Loans 251 6 24.00%
Declined Loans 2 1 50.00%
Total Loans = 446 20 4.48%

All of the Joan samples were chosen randomly by the examiner. As of the examination date, the licensee

had:
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EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not:

2. Make a title loan without regard to the ability of the customer seeking the title loan to repay the
title loan, including the customer’s current and expected income, obligations and employment.

During the previous examination the licensee was found to be underwriting title loans in excess of the
customer’s disclosed income and obligations. There was no regard given to the customer’s ability to repay
the loan. This will be cited as a repeat violation. Please refer to the current violation section for more
details.

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not: .
(a) Require or accept a guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original ferms '

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
listed on the tifle of the vehicle. This violation will be cited as a repeat violation. Please refer to the
current violation section for more details.

NRS 604A.410 Written loan agreement required; contents

2. The loan agreement must include, without limitation, the following information:

¢) The date and amount of the loan, amonnt financed, annual percentage rate, finance charge, total
of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given to the fee and regardless of whether the fee is required fo be included in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous examination, the licensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
licensee has stopped offering the 30 day title loans. The new product 210 day title loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 Translation of documents wriiten in language other than English.

2. A docnment translated pursuant to this section must be:

(a) Translated by an interpreter who is:

(1) Certified by the Court Administrator in accordance with the provisions of NRS 1.510 and
regulations adopted pursuant thereto; or NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

(2) Approved in writing by the Division.

{b) Accompanied by a certificate issued by the interpreter.

During the previous examination, the licensee did not provide a copy of the Certified Court I.ntexpret& in
the State of Nevada. During the current examination the licensee was able to provide a copy of the
Certified Court Interpreter for the State of Nevada, Therefore, this violation is deemed rectified.

NAC 604A.200 Maintenance of boolks and records.

1. Except as otherwise provided in NRS 644A.700, 2 licensee shall maintain for at Jeast 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State. '

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

During the previous examination, the lcensee was unable to provide all the records requested by the
examiner in charge. During the current examination the licensee was able to provide all the records
requested, Therefore, this violation is deemed rectified.

NRS 604A.410 Written loan agreement required; contents.

1. Before making any loan to a customer, a licensee shall provide to the customer a written loan
agreement which may be kept by the customer and which must be written in:

(2) English, if the transaction is conducted in English; or

{(b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensee was found to be using loan agreement written in English
and receipts written in Spanish. During the current examination there was no evidence of such. Therefore,
this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment plan

2. If the licensee intends to commence any civil action or process of alternative dispute resclution
or repossess a vehicle in an effort to collect a defaulted loan, the licensee shall deliver to the
customer, not later than 15 days after the date of default, or not later than 5 days after a check is
not paid upen presentment or z2n electronic transfer of money fails, whichever is later, written
notice of the opportunity to enter into a repayment plan. The written notice must:

(a) Be in English, if the initial transaction was conducted in English, or in Spanish, if the initial
transaction was conducted in Spanish.

During the previous examination the licensee had a repayment plan offer in English and the receipt was
issued in Spanish. During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate languages. Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; calculation of amount financed,
annual percentage rate and finance charge.

2. For the purposes of this chapter, proper calenlation of the amount financed, annual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z. '

During the previous examination the licensee was found understating the APR. During the current
exantination there was no evidence of such. Therefore, the violation is deemed rectified.

EXIT MEETING

The exit meeting was held telephonically on December 18, 2014. The licensee was represented by Carrie
E. Carbone, SVP of Compliance and Product General Counsel, Victoria Newman, Compliance and
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiver in charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attorney, Andrea Bruce, Examiner.
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION
NRS 604A.450 Tifle loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not;
2. Make a title loan without regard to the ability of the customer secking the title loan to
repay the title loan, including the customer’s current and expected income, obligations and

employment.

The title loans itemized below were underwritten in excess of the customer’s disclosed income and
obligations, therefore, there was no regard given io the customer’s ahility to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan
Total
Amount :

. Stated Stated . of Amount
Borrower’s Name Loan Number Term | Income | Obligations | - Loan(s) Over’
Wade Johnson 11769-0106824 30 day | $3,200.00 | $2,500.00 $1,778.25 | $1,078.25
Tyanna Pollard 11769-0071073 30 day { $2,000.00 | $500.00 $2,144,15 | $644.15
Paul Bagley 11769-0103474 30 day | $4,166.00 | $2,500.00 $1,778.25 | $721.75
Brandon Harmon 11769-0096662 30 day | $1,600.00 | $800.00 $1,085.51 | $112.25
Karen Law 11769-0067436 30 day | $2,800.00 | $1,800.00 $1,165.30 | $165.30

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not:
(2) Require or accept a gnarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.
1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its

original terms
(b) Requires the customer to secure the loan by either:
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EXAMINATION COMMENTS AND CONCLUSIONS

(1) Giving possession of the tifle to a vehicle Jegally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of tifle or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the current examination, the licensee provided a policy which states the following:

“The primary borrower must be on the title; however if there is a co-borrower (on the title or not), he
must sign the Application and Contract.”

During the stores visits, the examiner in charge found several files where the co-borrower was not in the
vehicle title. In some instances the co-borrower had a different address and different last name.

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination Is received.

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.
‘Notwithstanding any other provision of this chapter to the contrary:

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(h) The payments are calculated to ratably and fully amortize the entire amount of principal and
interest payable on the loan;

(¢) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prehibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace peried.

Since the previous examination, Titlemax implemented a 210 day title loan product that mirrored NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complies with
NRS 604A.445(3). The exantination also showed that Titlemax markets and offers an amendment to the
original loan agreesent that violates NRS 604A.445 (3) and NRS 604A.210.

Ousite visits to Titlemax locations and conversations with store employees showed that Titlemax
routinely offers an amendment to the original Joan' agreement called the “Grace Period Payments
Deferment Agreement” (hereinafter, the “Amended Agreement™).
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EXAMINATION COMMENTS AND CONCLUSIONS

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customers to enter into the Amended Agreement. The employees are
trained to encourage customers fo patticipate in the Amended Agreement as soon as the original
agreement is issued, and not wait until the loan is in default status. Pre-printed amended agreements were
found in customers’ files during the onsite store visits.

Moreover, management issued the below marketing statement with the instruction that employees should
encourage customers to enter into the Amended Agreement. The marketing statement provides:

«Your contract states that you have 7 payments of <Amortized Loan Payments> which are
for every 30 days starting on < Due Date>. By making this payment on time, your loan will
be paid in full when you make the final payment. However, for your convenience, you can
also make a minimum payment of <Minimum Payment to Extend> during this time. Any
principal left at the end of the term will be placed on a 0% payment plan for an additional
seven months. Do you have any questions?”

The marketing statement emphasizes lower payments. But, in fact, under the Amended Agreement, the
total amount owed by the customer is more than the total amount owed under the original loan agreement,

as further detailed below.
The text of the Amended Agreement provides:

“Because this is only an amendment and modification of the loan agreement in which we
are only modifying and deferring your payments under the Title Loan Agreement, you
acknowledge and agree that all of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury trial and arbitration provision
remain in foll force and effect.”

This statement shows an intent to avoid compliance with NRS 604A.445(3).

Under the original loan agreement the customer makes seven fully amortized payments (210 days) to pay
the loan off without a balloon payment at the end, thereby complying with all provisions of NRS
604A.445(3). But, under the Amended Agreement, the customer makes 14 payments (390 days), the first
seven payments are only interest and last seven payments are principal. Thus, Amended Agreement
separates interest and principal from the original amortized schedule of payments, and thereby prolongs
the payment of principal until the full interest is paid.

For an example of how customers owe more under the Amended Agreement compared to the original
agreement, please see below:
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EXAMINATION COMMENTS AND CONCLUSIONS

LOAN NUMBER TOTAL AMOUNT TO | TOTAL AMOUNT TO | GVERAGE
BE PAID UNDER|{BE PAID UNDER
ORIGINAIL.  LOAN | “AMENDED” LOAN
AGREEMENT AGREEMENT
11769-0119863 $3,593.43 $4,248.25 8654.82
11769-0116971 $1,321.92 $1,626.71 $304.79
11769-0122549 $3,465.55 $4,238.60 §773.05
11769-0118177 $5,079.66 $6,188.83 $1109.17

Titlemax must comply

FEDERAL

with NRS 604A.445 (3) and NRS 604A.210. Customers who enter into the
Amended Agreement owe more money compared to the original loan with its fully amortized payments.
Thus, Titlemax’s Amended Agreement violates NRS 604A.445 (3) and NRS 604A.210.

No violations of Federal laws were noted during the examination. However, this examination should not
bé considered a full compliance examination relative to Federal statutes.

SUMMARY

Each licensee, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
“Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensee
at this examination is “Needs Improvement.”

A rating of “Needs Improvement” indicates that the licensee and the management of the licensee have
demonstrated less than satisfactory compliance, or instances and situations involving a lack of compliance
with applicable state and federal laws and regulations and that regulatory supervision is tequired. The
licensee and management will be required to respond in writing to the report of examination within 30
days providing the procedures that have been initiated for the correction of the violations and deficiencies
noted in the report made by the examiner pursuant to state and federal laws and regulations.

STl
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Thé ‘information contained in this report is based on fhe books and fe‘éords’-bf the lcensec as licensed
under NRS 604A, on statements made to the examiner by the directors, officers, and employees, and on

" information obtained from other sources believed to be reliable and* presumed by the examiner to be

correct. It is emphasized that this report is a report of examination, and not an audit of the licensee, and
should not be construed as such. This report of examination does not replace nor relieve the principals of
their responsibility for performing or providing for adequate audits of the business. .

This copy of the report is the property of the Department of Business and Industry of the State of Nevada,
and is furnished to the licensec for its confidential use. Under no circamstances shall the licensee, or any
of its directors, officers, or employees disclose in any manner the report or any portion thereof to any
person or organization not officially connected with the licensee as officer, director, attorney, or auditor
unless otherwise directed. Shonid any legal process document be served calling for the surrender of this
report or any portien thereof, the Commissioner of the Financial Institutions Division shall be notified
immediately.

Each principal has the responsibility to review the contents of this report.
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION ‘

The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 4650-C E. Sunset Rd
Henderson, NV 86014 commenced on August 11, 2014. This business location currently holds a Nevada
Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial Institutions
Division (FID). The licensee has been granted approval to initiate Title Loans in accordance with
applicable statutes and regulations.

The licensee’s website www.titlemax.com is used as the main sonrce of information for different products
and services that TitleMax offers. Customers have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the customer is referred to one of the stores to complete the
loan process.

The licensee currently offers the 120 day loan which allows the customer to make installment payments.

TitleMax cwrently has 40 locations in the state of Nevada. All the locations were visited during the
process of this examination.

SCOPE OF EXAMINATION

The primary purpose of the examination was to defermine compliance with NRS 604A and NAC 604A.
The examination consisted of a review o[ the following; active loans, paid-off loans, delinquent loans,
loans that are in the repayment plan and declined loans, surety bonding requirement, completion of the
manager’s and statutory compliance questionnaires, and a review of the company’s policies and
procedures and forms used in the operation of the business. Emphasis was placed on cempliance with
state regulations as well as federal regulations such as the Truth in Lending Act (Regulation Z) and the

Equal Credit Opportunity Act (Regulation B).

Annual Report

The annual report of operations is due to the Financial Institutions Division by April 15th each year. The
annual repost of operations for year ending 2013 was received on April 8%, 2014 which is in accordance
with NRS 604A.750.

Surety Bond

The Surety Bond appears to be sufficient. It is currently posted at $265,000.00 under Bond Number
60088894 with Capitol Indemnity Corporation and is due for renewal on February 15, 2014. The licensec
is in compliance with NRS 604A.610.

Internal / External Review
Titlemnax did not submit any intemal or external reviews. Internal or external reviews were not part of the
scope of the current examination.
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EXAMINATION COMMENTS AND CONCILUSIONS

Financial Audit/ CPA
The CPA of the Financial Institutions Division performed an analysis of key financial figures for the
fiscal year ending December 31, 2013, which were included in the 2013 Annual Report of Operations. No

areas of concern were noted.

Internal Routine and Control
The licensee uses CashWise Financial Services Software for its loan operations. Title loan underwriting

process includes:

Loan application form

[ncome and obligations

Govermnment issued photo identification

Valid phone number

Title of the vehicle

s Proof of insurance

o Current registration

¢ Affidavit stating the customer’s ability to repay the loan

. During the previous examination the licensec was offering 30 day title loans. On January 28, 2014 the
licensee sent a letter fo the Financial Institutions Division stating that TitleMax is going to’stop offering
the 30 day title loans and start offering the 210 day title loans.

During the on-site visitation of current examination is was discovered that TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day title loan is currently being offered in all
TitleMax locations in the State of Nevada.

The 210 day product mirrors NRS 604A.445 (3):

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(b) The payments are caloulated to ratably and fully amortize the entire amount of principal and interest
payable on the loan;

(c) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

The licensee also implemented “Grace Period Payments Deferment Agreement.” During the onsite
visitations of store locations it was observed employces ate pre-printing this grace period agreement and
putting it in customer’s files. The employees are also encouraging the customers to enter into this grace
period agreement. The employees are provided the following statement to read to customers:
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EXAMINATION COMMENTS AND CONCLUSIONS

“TMX Employee:

Great! Your contract states that you have 7 payments of <Amortized Loan Payments> which are for every
30 days starting on < Due Date>. By making this payment on time, your loan will be paid in full when
you make the final payment. However, for your convenience, you can also make a minirum payment of
<Minimum Payment to Extend> during this time. Any principal left at the end of the term will be placed
on a 0% payment plan for an additional seven months. Do you have any questions?”

This agreement consists of separating the interest and principal from the original amortized schedule
payments and prolonging the payment of principal until the full interest is paid. This agreement has a
schedule of 14 payments which for the first seven payment the customer pays only interest. For the

remaining seven payments the customer pays the principal. The total amount paid under this agreement is
higher from the original amortized payments scheduled under the original loan agreement.

The “Grace Period Payments Deferment Agreemen » offered by TitleMax clearly contradicts with
604A.445(3).

Training

TitleMax provides training upon hire and annually thereafter. All employecs are required to complete
refresher courses on-line and as needed. The Compliance Department has the responsibility of overseeing
that all training matexials are up to dafe with any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A license is displayed conspicuously by the
Jicensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location where the licensee conducts business, which is in compliance with,
NRS 6044.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
According to the managers questionnaire, it is the licensee's policy to maintain all records for five years
which is in compliance with NRS604A.700 and NAC 604A.200.

Collection Agency Utilized by the Licensee

As of the examination date, the licensee does not utilize the services of a third party collection agency.
The internal collection process consists of sending letters and making phone calls to delinquent customers
by TitleMax’s collection department.

REPORT OF EXAMINATION

STATE OF NEVADA
DEPARTMENT OF BUSINESS AND INDUSTRY

FINANCIAL INSTITUTIONS DIVISION APP O 1 O 6 1 1

ROA GeB3277- 00004




EXAMINATION COMMENTS AND C ONCLUSIONS

FDCPA
TitleMax employees are required to be certified on an annually basis. All collection employees are

required a minimum score of 80% to obtain the FDCPA certification. The store managers monitor all
contact with debtors to assure that policy and produces are followed by all employees.

FinCen Registration
TitleMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;

as such, the licensee is not registered with FinCEN as a Money Service Business.

Complaints Filed Since the Previous Examination
The Financial Institutions Division complaint database was verified and indicates that as of October 14,
2014 there were three complaints filed against TitleMax since the previous examination. TifleMax

responded to the complaints in a timely manner.

Total Sample Size
rAs of E_xam Date ! August 31, 2014 _}

] Population . Sample Size _ Pepetration
LOAN TYPES:
Active Loans ] 387 10 2.58%
Delinquent Loans 107 6 5.61%
Closed Loans 30 4 13.33%
Declined Loans 3 3 100.00%
Total Loans = : 527 23 4.36%

All of the loan samples were chosen randomly by the examiner. As of the examination date, the licensee
had:
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EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not:

2. Make a title loan without regard to the ability of the customer seeking the title Joan to repay the
title loan, including the customex’s current and expected income, obligations and employment.

Duwring the previous examination the licensee was found to be underwriting title loans in excess of the
customer’s disclosed income and obligations. There was no regard given to the customer’s ability to repay
the loan. This will be cited as a repeat violation. Please refer to the current violation section for more
details.

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not:
(a) Require or accept a guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms '

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the title to a vehicle legally owned by the castomer io the licensee or’any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. «Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
jisted on the title of the vehicle. This violation will be cited as a repeat violation. Please refer to the
current violation section for more details.

NRS 604A.410 Written loan agreement required; contents

2. The loan agreement must include, without limitation, the following information:

¢) The date and amount of the loan, amount financed, annual percentage rate, finance charge, total
of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given to the fee and regardless of whether the fee is required to be included in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous examination, the licensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
licensee has stopped offering the 30 day title loans. The new product 210 day title loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 ‘Iranslation of documents written in langnage other than English.

2. A document transiated pursuant to this section must be:

(a) Translated by an interpreter who is:

(1) Certified by the Court Administrator in accordance with the provisions of NRS 1.510 and
regulations adopted pursuant thereto; or NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A,700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

(2) Approved in writing by the Division.

(b) Accompanied by a certificate issued by the interpreter.

During the previous examination, the licensee did not provide a copy of the Certified Court Interpreter in
the State of Nevada. During the current examination the licensee was able to provide a copy of the

Certified Court Interpreter for the State of Nevada. Therefore, this violation is deemed rectified.

NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electromic tecord or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

During the previous examination, the licensee was unable to provide all the records requested by the
examiner in charge. During the current examination the licensee was able to provide all the records
requested. Therefore, this violation is deemed rectified.

NRS 604A.410 Written loan agreement required; contents.

1. Before making any loan to a customer, a licensee shall provide to the customer a written loan
agreement which may be kept by the customer and which must be written in:

(a) English, if the transaction is conducted in English; or

(b) Spanish, if the transaction is condueted in Spanish.

During the previous examination the licensee was found to be using loan agreement wriften in English.

and receipts written in Spanish. During the current €X amination there was no evidence of such. Therefore,
this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment plan

2. Tf the licensee intends to commence any civil action or process of alternative dispute resolution
or repossess a vehicle in an effort to collect a defaulted loan, the licensee shall deliver to the
customer, not later than 15 days after the date of default, or not later than 5 days after a check is
not paid upon presentment or an electronic transfer of money fails, whichever is later, written
notice of the opportunity to enter into a repayment plan. The written nofice must:

(a) Be in English, if the initial transaction was conducted in English, or in Spanish, if the initial
transaction was conducted in Spanish.

During the previous examination the licensee had a repayment plan offer in English and the receipt was
issued in Spanish. During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate languages. Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; calculation of amount financed,
annual percentage rate and finance charge.

2. For the purposes of this chapter, proper calculation of the amount financed, annual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z. :

During the previous examination the licensee was found urderstating the APR. During the current
examination there was no evidence of such. Therefore, the violation is deemed rectified.

EXIT MEETING :

The exit meeting was held telephonically on December 18, 2014, The licensee was represented by Carmie
E. Carbone, SVP of Compliance and Prodnct General Counsel, Victoria Newman, Compliance and
Corporate Counsel, Sargh C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attorney, Andrea Bruce, Examiner.
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION
NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall xot:
2. Make a title loan without regard to the ability of the customer seeking the title loan to
repay the title loan, including the customer’s current and expected income, obligations and

employment.

The title loans itemized below were underwritten in excess of the customer’s disclosed income and
obligations, therefore, there was no regard given to the customer’s ability to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan
Total
. Amount
Stated Stated of Amount |
Borrower’s Name Loan Number Term | Income | Obligations | Loan(s) Qver
Linda Runnells 11669-0083611 30 days | $2,500.00 $1,200.00 $2,343.00 | $1,043.00 |
William Bonales 11669-0085025 30 days | $3,500.00 $2,000.00 $3.472.70 | $1,972.70
Cory Madddox 11669-0054764 30 days | $1,963.00 | $1,200.00 $2,282.40 { $1,519.40
Cory Mader 11669-0062893 30 days | $1,100.00 | $750.00 $489.43 | $179.43
Naomi MacAndog | 11669-0054496 30 days | $1,950.00 | $1,200.00 $3,321.70 | $2,571.70
Eric Simeox 11669-0065408 30 days | $3,000.00 | $900.00  $3,427.70 | §1,327.70

Management’s response: Ms. Sarvah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the repoit of examination is received.

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not:
(2) Require or accept a gnarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.
1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms
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EXAMINATION COMMENTS AND CONCLUSIONS

(b) Requires the customer to secure the loan by either:
(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Tijtle to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the current examination, the licensee provided a policy which states the following:

“The primary borrower must be on the title; however if there is a co-borrower (on the title or not), he
must sign the Application and Contract.”

During the stores visits, the examiner in charge found several files where the co-borrower was not in the
vehicle title. In some instances the co-borrower had a different address and different last name.

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.
Notwithstanding any other provision of this chapter to the contrary:

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(b) The payments are calculated to ratably ang fully amortize the entire amount of principal and
interest payable on the loan;

(c) The loan is not subject fo any extension; and

(d) The Ioan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer: '

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Titlemax implemented a 210 day tifle loan product that mirrored NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complies with
NRS 604A.445(3). The examination also showed that Titlemax markets and offers an amendment to the
original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210.
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EX_AMINATION COMMENTS AND CONCLUSIONS

Onsite visits to Titlemax locations and conversations with store employees showed that Titlemax
routipely offers an amendment 1o the original loan agreement called the “Grace Period Payments
Deferment Agreement” (hereinafter, the «Amended Agreement”).

Regarding the marketing of the Amended Agrcement by store employecs, onsite store visits showed that
employees routinely encourage customers fo enter into the Amended Agreement. The employees are
trained to encoutage eustomeérs to participate jn the Amended Apgreement as soon as the original
agreement is issued, and not wait until the loan is in default status. Pre-printed amended agreements were
found in customers’ files during the onsite store vigits.

Moreover, management issued the below marketing statement with the instruction that employees should
encourage customers to enter into the Amended Agreement. The marketing statement provides:

«your contract states that you have 7 payments of <Amortized Loan Payments> which are
for every 30 days starting on <Due Date>. By making this payment on time, your loan will
be paid in full when you make the final payment. However, for your convenience, you can
also make a minimutn payment of <Minimum Payment to Extend> during this time. Any
principal left at the end of the term will be placed on a 0% payment plan for an additional
seven months. Do you have any questions?”

The marketing statement emphasizes lower payments. But, in fact, under the Amended Agreement, the
total amount owed by the customer is more than the total amount owed under the original loan agreement,
as further detailed below.

The text of the Amended Agreement provides:

“Because this is only an amendment and modification of the loan agreement in which we
are only modifying and deferring your payments under the Title Loan Agreement, you
acknowledge and agree that all of the terms and conditions of the Title Loan Apreement,
including the charging of simple interest and waiver of jury trial and arbitration provision
remain in foll force and effect.”

This statement shows an intent to avoid compliance with NRS 604A.445(3).

Under the original loan agreement the customer makes seven fully amortized payments (210 days) to pay
the loan off without a balloon payment at the end, thereby complying with all provisions of NRS
604A.445(3). But, under the Amended Agreement, the customer makes 14 payments (390 days), the first
seven payments are only interest and last seven payments are principal. Thus, Amended Agrecment
separates interest and principal from the original amortized schedule of payments, and thereby prolongs
the payment of prineipal until the full interest is paid.

For an example of how customers owe more under the Amended Agreement compared to the original
agreement, please see below:
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EXAMINATION COMMENTS AND CONCLUSIONS

LOAN NUMBER TOTAL AMOUNT TO | TOTAL AMOUNT TO | OVERAGE
BE PAID UNDER|BE PAID UNDER
ORIGINAL LOAN | “AMENDED” LOAN
: AGREEMENT AGREEMENT
11669-0118066 $11,527.67 $13,623.40 $2,100.73
11669-0116531 $2,176.60 $2,670.96 $494.36
11669-0118801 $3,500.21 $4,281.00 $780.79
11669-0117525 $5,059.70 $6.188.37 $1,128.67
11669-0119797 $1,138.33  $1,400.78 $262.45

Titlemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customers who enter into the
Amended Agreement owe more money compared to the original loan with its fully amortized payments.
Thus, Titlemax’s Amended Agreement violates NRS 604A.445 (3) and NRS 6044.210,

Management’s response: Ms. Sarah C. Poff; Director of Compliance, stated that a response will be sent
10 the Financial Institution Division once the report of examination is received

FEDERAL

No violations of Federal laws were noted during the examination. However, this examination should not
be considered a full compliance examination relative to Federal statutes.

SUMMARY

Each licensee, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
“Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensee
at this examination is “Needs Improvement.”

A rating of “Needs Improvement” indicates that the licensee and the management of the licensee have
demonstrated less than satisfactory compliance, or instances and sitnations involving a lack of compliance
with applicable state and federal laws and regulations and that regulatory supervision is required. The
licensee and management will be required to respond in writing to the report of examination within 30
days providing the procedures that have been initiated for the correction of the violations and deficiencies
noted in the report made by the examiner pursuant to state and federal laws and regulations.
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“THIS REPORT IS STRICTLY CONFIDENT

Ths information contairied in fhis report is based on the books and records of the licensee as licensed .
under NRS 604A, on statements made to the examiner by the directors, officers, and employees, and on -
information obtained from other sources believed to be reliable and presumed by the examiner to be
cotrect. It is emphasized that this report is a report of cxamination, and not an audit of the licensee, and
should: not be construed as such. This report of examination does not replace nox relieve the principals of
their responsibility for performing or providing for adeguate audits of the business. e
This copy of the report is the property of the Department of Business and Industry of the State of Nevada,

and is furnished to the licensee for its confidential use. Under no circumstances shall the licensee, or any

of its directors; officers, or employees disclose in any manner the report ot any portion thereof to any
person or organization not officially connected with the licensee as officer, director, attorney, or auditor
unless otherwise directed. Sheuld any legal process document be served calling for the surrender of this
report or any portion thereof, the Commissioner of the Financial Institotions Division shall be notified
immediately. ..; - : o e
Each principal has the responsibility to review the contents of this report.
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION
The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 4750 W. lake Mead

Blvd., Ste 102 Las Vegas, NV 89108 commenced on August 6, 2014, This business location currently
holds a Nevada Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial
Tnstitutions Division (FID). The licensee has been granted approval to initiate Title Loans in accordance
with applicable statutes and regulations.

The licensee’s website wwwtitlemax .com is used as the main source of information for different products
and services that TitleMax offers. Customers have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the customer is referred to one of the stores to complete the
loan process.

The licensee currently offers the 120 day loan which allows the customer t6 make installment payments.

" TitleMax curently has 40 locations in the state of Nevada. All the locations were visited during the
process of this examination.

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS 604A and NAC 604A.
The examination consisted of a review of thc following: ~ active loans, paid-off loans, delinquent loans,
loans that are in the repayment plan and declined loans, surcty bonding requirement, completion of the
manager’s and statutory compliance questionnaires, and a review of the company’s policies and
procedures and forms used in the operation of the business. Emphasis was placed on compliance with
state regulations as well as federal regulations such as the Truth in Lending Act (Regulation Z) and the
Equal Credit Opportunity Act (Regulation B).

Anpual Report

The annual report of operations is due to the Financial Institutions Division by April 15th each year. The
annual report of operations for year ending 2013 was received on April 8, 2014 which is in accordance
with NRS 604A.750.

Surety Bond

The Surety Bond appears to be sufficient. It is currently posted at $265,000.00 under Bond Number
60088894 with Capito] Indemnity Corporation and is due for renewal on February 15, 2014, The licensce
is in compliance with NRS 604A.610.

Internal / External Review
Titlemax did not submit any internal or ‘external reviews. Internal or external reviews were not part of the
scope of the currént examination.
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EXAMINATION COMMENTS AND CONCLUSIONS

Financial Audit/ CPA
The CPA of the Financial Institutions Division performed an analysis of key financial figures for the

fiscal year ending December 31, 2013, which were included in the 2013 Annual Report of Operations. No
* areas of concern were noted.

Internal Routine and Control
The licensee uses CashWise Financial Services Software for its loan operations. Title loan underwriting

process includes:

Loan application form

Income and obligations

Government issued photo identification

Valid phone number

Title of the vehicle

Proof of insurance

Current registration

Affidavit stating the customer’s ability to repay the loan

During the previous examination the licensee was offering 30 day title loans. On January 28, 2014 the
licensee sent a letter to the Financial Institutions Division stating that TitleMax is going to stop offering
the 30 day title loans and start offering the 210 day fitle loans.

During the on-site visitation of current examination is was discovered that TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day title loan is currently being offered in all
TitleMax locations in the State of Nevada.

The 210 day product mirrors NRS 604A.445 (3):

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and interest
payable on the loan,

(c) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

The licensee also implemented “Grace Period Payments Deferment Agreement,” During the onsite
visitations of store locations it was observed employees are pre-printing this grace period agreement and
putting it in customer’s files. The employces are also encowraging the customers to enter into this grace
period agreement. The employees are provided the following statement to read to customers:

-
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EXAMINATION COMMENTS AND CONCLUSIONS

“TMX Employee:

Great! Your contract states that you have 7 payments of <Amortized Loan Payments> which arc for every
30 days starting on < Due Date>. By making this payment on time, your loan will be paid in full when
you make the final payment. However, for your convenience, you can also make a minimum payment of
<Minimum Payment to Extend> during this time. Any principal left at the end of the term will be placed
on a 0% payment plan for an additional seven months. Do you have any questions?”

This agreement consists of separating the interest and principal from the original amortized schedule
payments and prolonging the payment of principal until the full interest is paid. This agreement has a
schedule of 14 payments which for the first seven payment the customer pays only interest. For the
remaining seven payments the customer pays the principal. The total amount paid under this agreement is
higher from the original amortized payments scheduled under the original loan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with
604A.445(3).

Training

TitleMax provides training upon hire and annually thereafter. All employees are required to complete
refresher courses on-line and as needed. The Compliance Department has the responsibility of overseeing
that all training matérials are up to date with any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location where the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
According to the managers questionnaire, it is the licensee’s policy to maintain all records for five years
which is in compliance with NRS604A.700 and NAC 604A.200. '

Collection Agency Utilized by the Licensee

As of the examination date, the licensee does not vtilize the services of a third party collection agency.
The internal collection process consists of sending letters and making phone calls to delinquent customers
by TitleMax’s collection department.
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EXAMINATION COMMENTS AND CONCLUSIONS

FDCPA
TitleMax employees ate required to be certified on an annually basis. All collection employees are

required & minimum score of 30% to obtain the FDCPA. certification. The store managers monitor all
contact witl debtors to assure that policy and produces are followed by all employees.

FinCen Registration
TitleMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;

as such, the licensee is not registered with FinCEN as a Moncy Service Business.

Complaints Filed Since the Previous Examination
The Financial Institutions Division complaint database was verified and indicates that as of October 14,

2014 there were three complaints filed against TitleMax since the previous examination. TitleMax
responded to the complains in a timely manner. : :

Total Sample Size
mof Exam Date ] August 31,20 14 _j
Population Sample Size Penetration
LOAN TYPES: :
Active Loans 585 10 1.71%
Delinguent Loans 172 5 2.91%
Closed Loans 24 5 20.83%
Declined Loans 3 3 100.00%
Total Loans = 784 23 2.93%

All of the loan samples were chosen randomly by the examin

had:

er. As of the examination date, the licensee
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EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not:

2. Make a title loan without regard to the ability of the customer seeking the title loan to repay the
title loan, including the customer’s current and expected income, obligations and employment.

During the previous examination the licensee was found fo be undeswriting title loans in excess of the
customer’s disclosed income and obligations, There was no regard given to the customer’s ability to repay
the loan. This will be cited as a repeat violation. Please refer to the current violation section for more
details.

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. . A licensee shall not: ‘
(a) Require or accept a gnarantor to-a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of thc licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursnant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issned pursuant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
Jisted on the title of the vehicle. This violation will be cited as a repeat violation. Please refer to the
current violation section for more details.

NRS 604A.410 Written loan agreement required; contents

2. The loan agreement must include, without limitation, the following information:

¢) The date and ameunt of the loan, amount financed, annual percentage rate, finance charge, total
of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given to the fee and regardless of whether the fee is required to be included in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous examination, the licensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
licensee has stopped offering the 30 day fitle loans. The new product 210 day title loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 Translation of documents written in language other than English.

2. A document transiated pursuant to this section must be:

{a) Translated by an interpreter vho is:

(1} Certified by the Court Administrator in accordance with the provisions of NRS 1.510 and
regulations adopted pursuant theyetos or NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those vecords must be maintained at a place of
business in this State designated by the licensee.

(2) Approved in writing by the Division.

{by Accompanied by a certificate issued by the interpreter.

During the previous examination, the licensee did not provide a copy of the Certified.Court Interpreter in
the State of Nevada. During the current examination the licensee was able to provide a copy of the
Certified Court Interpreter for the State of Nevada. Therefore, this violation is deemed rectified.

NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each aceount, book, paper; written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of

business in this State designated by the licensee.

During the previous examination, the licensee was unable fo provide all the records requested by the
examiner in charge. During the current examination the licensee was able to provide all the records
requested, Therefore, this violation is deemed rectified.

NRS 604A.410 Written loan agreement required; contents.

1. Before making any loan to a customer, a licensee shall provide to the customer a written loan
agreement which may be kept by the customer and which must be written im:

(a) English, if the trausaction is condueted in English; or

(b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensee was found to be using foan agreement written in English
and receipts written in Spanish. During the cumrent examination there was no evidence of such. Therefore,
this violation is deemed rectified.
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NRS 604A.475 Repayment plan

2. T the licensee intends to commence any civil action or process of alfernative dispute resolution
or repossess a vehicle in an effort to collect a defanited loan, the licensee shall deliver to the
customer, not later than 15 days after the date of default, or not later than 5 days after a check is
not paid upon presentment or an electronic transfer of momey fails, whichever is later, written
notice of the opportunity to enter into a repayment plan. The written notice must:

{a) Be in English, if the initial transaction was conducted in English, or in Spanish, if the initial
transaction was eonducted in Spanish.

During the previous examination the licensee had a repayment plan offer in English and the receipt was
issued in Spanish. During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate languages. Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; calculation of amount financed,
annual percentage rate and finance charge.

2. For the purposes of this chapter, proper calcnlation of the amount financed, annual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z. '

During the previous “examination the licensee was found understating the APR. During the current
examination there was no evidence of such. Therefore, the violation is deemed rectified.

EXIT MEETING

The exit meeting was held telephonically on December 18, 2014. The licensee was represented by Carmie
E. Catbone, SVP of Compliance and Product General Counsel, Victoria Newman, Compliance and
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attorney, Andrea Bruce, Examiner.
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION
NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not:
3. Make a title loan without regard to the ability of the enstomer seeking the title loan to
repay the title loan, including the customer’s current and expected income, obligations and

employment.

The title loans itemized below were underwritten in excess of the customer’s disclosed income and
obligations, therefore, there wasno regard given to the customer’s ability to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan
Total
Amount
. ) Stated |- Stated of Amount
Borrower’s Name Loan Number Terin | Income | Obligations | Loan(s) Qver
Vincent Flores 12169-0081269 | 30 day $1,020.00 | $600.00 $605.96 | $185.96
Terina Anderson ' 12169-0103938 30 day | $2,400.00 | $1,475.00 $1,193.30 | $268.30
Angela Lechuga 12169-0087141 30 day | $1,800.00 { $800.00 $1,159.90 | $159.90
Chanel Bryant 12169-0057819 30 day } $1,971.86 | $1,130.00 $1,485.64 | $643.78

Management’s response: Ms. Sarah C. Poff; Director of Compliance, stated that a respoise will be sent
1o the Financial Institution Division once the report of examination is received.

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not:
(a) Require ox accept a guarantor to a transaction entered into with a customer,

NRS 604A.105 “Title loan” defined.

1. “Tiile loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the title to 2 vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.115 “Title to a vehicle” or “tjtle” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued puxsuant to the laws of this State that identifies the legal
awner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the current examination, the licensee provided a policy which states the following:

“The primary borrower must be on the title: however if there is a co-borrower (on the title or not), he
must sign the Application and Contract,”

During the stores visits, the examiner in charge found several files where the co-borrower. was not in the
vehicle title. In some instances the co-borrower had a different address and different last name.

Management’s responise: Ms. Saral C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.
Notwithstanding any other provision of this chapter to the confrary:

3. The original term of a title loan may beé up to 210 days if:

(a) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and
interest payable on the loan; '

(c) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Any fees for granting such a grace period; ox

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Titlemax implemented a 210 day title loan product that mirrored NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complies with
NRS 604A.445(3). The examination also showed that Titlemax markets and offers an amendment to the
original loan agreement that violates NES 604A.445 (3) and NRS 604A.210.

Onsite visits to Titlemax locations and conversations with store employees showed that Titlemax
routinely offers an amendment to the original loan agreement called the “Grace Period Payments
Deferment Agreement” (hereinafter, the “Amended Agreement’),

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customers to enter into the Amended Agreement. The employees are
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EXAMINATION COMMENTS AND CONCLUSIONS

trained to encourage customers to participate in the Amended Agreement as soon as the original
agreement is issued, and not wait until the loan is in default status. Pre-printed amended agreements were
found in customers’ files during the onsite store visits. :
Moreover, management issued the below marketing statement with the instruction that employees should
encourage customers (o enter into the Amended Agreement. The marketing statement provides:

«your contract states that you have 7 payments of <Amortized Loan Payments> which are
for every 30 days starting on < Due Date>. By making this payment on time, your loan will
be paid in full when you make the final payment. However, for your convenience, you can
also make a minimum payment of <Minimum Payment to Extend> during this time. Any
principal left at the end of the term will be placed on a 0% payment plan for an additional
seven months. Do you have any questions?”

The marketing statement emphasizes lower payments. But, in fact, under the Amended Agreement, the
total amount owed by the customer is more than the total amount owed under the original loan agreement,

as further detailed below.
The text of the Amended Agreement provides:

“Because this is only an amendment and modification of the loan agreement in which we

"~ are only modifying and deferring your payments under the Title Loan Agreement, you
acknowledge and agree that all of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury trial and arbitration provision
remain in full force and effect.”

This statement shows an intent to avoid compliance with NRS 604A.445(3).

Under the original loan agreement the customer makes seven fully amortized payments (210 days) to pay
the loan off without a balloon payment at the end, thereby complying with all provisions of NRS
604A.445(3). But, under the Amended Agreement, the customer makes 14 payments (390 days), the first
seven payments are only interest and last seven payments are principal. Thus, Amended Agreement
separates interest and principal from the original amortized schedule of payments, and thereby prolongs
the payment of principal until the full interest is paid.

For an example of how customers owe more under the Amended Agreement compared to the original
agreement, please see below:
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LOAN NUMBER TOTAL AMOUNT TO | TOTAL AMOUNT TO | OVERAGE
BE PAID UNDER |BE PAID TUNDER
ORIGINAL LOAN { “AMENDED” LOAN
AGREEMENT AGREEMENT

12169-0118892 $771.13 $948.92 $177.79

Titlemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customers who enter into the
Amended Agreement owe more money compared to the original loan with its fully amortized payments.
Thus, Titlemax’s Amended Agreement violates NRS 604A.445 (3) and NRS 604A.210.

FEDERAL

No violations of Federal laws weré noted during the examination. However, this examination should not
be considered a full compliance examination relative to Federal statutes.

SUMMARY

Fach licensee, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
“Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensee
at this examination is “Needs Improvement.”

A rating of “Needs Improvement” indicates that the licensee and the management of the licensee have
demonstrated less than satisfactory compliance, or instances and situations involving a lack of compliance
with applicable state and federal laws and regulations and that regulatory supervision is required. The
licensee and management will be required to respond in writing to the report of examination within 30
days providing the procedures that have been initiated for the correction of the violations and deficiencies
noted in the report made by the examiner pursuant to state and federal laws and regulations.
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THIS REPORT IS STRICTLY CONFIDENTIAL -~ =

The information contained in this report is based on the books and records of the licensee as licensed
under NRS 604A, on statements made to the examiner by the directors, officers, and employees, and on
information obtained from other sources believed to be reliable and presumed by the examiner to be
correct. It is emphasized that this report is a report of examination, and not an audit of the licensee, and
should not be construed as such. This report of examination does not replace nor relieve the principals of
their responsibility for performing or providing for adequate audits of the business.

This copy of the report is the property of the Department of Business and Industry of the State of Nevada,
and is furnished to the licensee for its confidential use. Under no circumstances shall the licensee, or any
of its directors, officers, or employces disclose in any manner the report or any portion thereof to any
person or organization not officially comnected with the licensee as officer, director, aftormey, or auditor
unless otherwise directed. Should any legal process docurment be served calling for the surrender of this
report or any portion thereof, the Commissioner of the Financial Institutions Division shall be notified
immediately.

Each principal has the responsibility to review the contents of this report.

State of Nevada

iness-and Judustry, Financial Institutions Division

Christian Yali'ez_
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION _

The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 6450 W. Lake Mead
RBlvd. Ste. 150., Las Vegas, NV 89106 commenced on August 6, 7014. This business location currently
holds a Nevada Revised Statutes (NRS) Chapter 604A Yeense issued by the State of Nevada Financial
Institutions Division (FID}. The licensee has boen granted approval to initiate Title Loans in accordance
with applicable statutes and regulations.

The licensee’s website www tiflemax.com i used as the main source of information for different products
and services that TitleMax offers. Customers have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the customer is referred to one of the stores to complete the
loan process.

The licensee currently offers the 120 day loan which allows the customer to make installment payments.

TifleMax currently has 40 locations in the state of Nevada. All the locations were visited during the
process of this examination.

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS 6044 and NAC 604A.
The examination consisted.of a review of the following: active loans, paid-off loans, delinquent loans,
loans that are in the repayment plan and declined loans, surety bonding reguirement, completion of the
manager’s and statutory compliance questionnaires, and a review of the company’s policies and
procedures and forms used in the operation of the business. Erophasis was placed en compliance with
state regulations as well as federal regulations such as the Truth in Lending Act (Regulation Z) and the
Equal Credit Opportunity Act (Regulation B).

Annual Report

The annnal report of operations is due to the Financial Institutions Division by April 15th each year. The
annual report of operations for year ending 2013 was received on April 8%, 2014 which is in accordance
with NRS 604A.750.

Surety Bond
The Surety Bond appears to be sufficient. It is currently posted at $265,000.00 under Bond Number

60088394 with Capitol Indemnity Corporation and is due for renewal on February 15, 2014. The licensee
is in compliance with NRS 604A.610.

Intexnal / External Review
Titlemax did not submit any internal or external reviews. Internal or external reviews were not part of the

scope of the current examination.
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EXAMINATION COMMENTS AND CONCLUSIONS

Financial Audit/ CPA
The CPA of the Financial Institutions Division performed an analysis of key financial figures for the

fiscal year ending December 31, 2013, which were included in the 2013 Annual Report of Operations. No
areas of concern were noted. :

Internal Routine and Control
The licensee uses CashWise Financial Services Software for its loan operations. Title loan underwriting

process includes:

e Loan application form
Income and obligations
s Government issued photo identification
e Valid phone number
« Title of the vehicle
e Proof of insurance
e Current registration
s Affidavit stating the customer’s ability to repay the loan

During the previous examination the licensee was offering 30 day title loans. On January 28, 2014 the
licensee sent a letter to the Financial Institutions Division stating that TitleMax is going to stop offering
the 30 day title loans and start offering the 210 day title loans.

During the on-site visitation of cuurent cxamination is was discovered that TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day title loan is currently being offered in all
TitleMax locations in the State of Nevada.

The 210 day product mirrors NRS 604A.445 (3):

3, The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments; ,

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and mterest
payable on the loan; '

{¢) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

The licensee also implemented “Grace Period Payments Deferment Agreement.” During the onsite
visitations of store locations it was observed employees are pre-printing this grace period agreement and
putting it in customer’s files. The employees are also encouraging the customers to enter into this grace
period agreement. The employees are provided the following statement to read to customers:
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“TMX Employee:

Great! Your coniract states that you have 7 payments of <Amortized Loan Payments> which are for every
30 days starting on < Due Date>. By making this payment on time, your loan will be paid in full when
you make the final payment. However, for your convenience, you cai also make a mimmum payment of
“Minimum Payment to Extend> during this time. Any principal left af the end of the term will be placed
on a 0% payment plan for an additional seven months. Do you have any questions?”

This agreement consists of separating the intevest and principal from the original amortized schedule
payments and prolonging the payment of principal until the full interest is paid. This agreement has a
schedule of 14 payments which for the first seven payment the customer pays only interest. For the
remaining seven payments the customer pays the principal. The total amount paid under this agreement is
higher from the original amortized payments scheduled under the original loan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly coniradicts with
604A.445(3).

Training

TitleMax provides training upon hire and annually thereafter. All employees are required to complete
refresher eourses on-line and as needed. The Compliance Depariment has the responsibility of overseeing
that all training materials are up to date with any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604A.060,

The contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location where the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
According to the managers questionnaire, it is the licensee’s policy to maintdin all records for five years

which is in compliance with NRS604A.700 and NAC 604A.200.

Collection Agency Utilized by the Licensee

As of the examination date, the licensee does not utilize the services of a third party collection agency.
The intemal collection process consists of sending letters and making phone calls to delinquent customers
by TitleMax’s collection department.
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FDCPA

TitdeMax employees are required to be certified on an annually basis. All collection employees are
required a minimum SCOIC of 80% to obtain the FDCPA certification. The store managers monitor all

contact with debtors to assure that policy and produces are followed by all employees.

FinCen Registration

TitleMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;

as such, the licensee is not registered with FinCEN as a Money Service Business.

Complaiuts Filed Since the Previous Examination

The Financial Institutions Division complaint database was verified and indicates that as of October 14,
2014 there were three complaints filed against TitleMax since the previous examination. TitleMax

responded to the complaints in 2 timely manner.

Total Sample Size
{As of Exam Date | August 31, 2014 13
Population Sample Size . Penetration
LOAN TYPES: :
Active Loans 664 10 1.51%
Delinquent Loans 51 5 9,80%
Closed Loans i0 5 50.00%
Declined Loans 1 1 100.00%
Total Loans = 726 21 2.89%

had:

All of the loan samples were chosen randomly by the examiner. As of the examination date, the licensee
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EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.456 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not:

2. Make a titie loan without regard to the ability of the customer seeking the title loan to repay the
title loan, including the customer’s current and expected income, obligations and employment.

During the previous examination the licensee was found to be underwriting title loans in excess of the
customer’s disclosed income and obligations. There was no regard given to the customer’s ability to repay
the loan. This will be cited as a repeat vioclation. Please refer to the current violation section for more
details.

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not: ~
(a) Require or accept a guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

L. “Title loan” means a loan made to a customer pursuant to. a Joan agreement which, under its
original terms '

(b) Requires the customey to secure the loan by either:

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or snbsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means 2a
certificate of title or ownership issued pursuant to the Jaws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
listed on the fitle of the vehicle. This violation will be cited as a repeat violation. Please refer to the
current violation section for more details.

NRS 604A.410 Whritien loan agreement required; contents

2. The loan agreement must include, without limitation, the following information:

¢) The date and ‘amount of the loan, amount financed, annual pcreentage rate, finance charge, total
of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given to the fee and regardless of whether the fee is required to be included in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous examination, the licensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day tifle joans. Since the previous examination the
licensee has stopped offering the 30 day title loans. The new product 210 day fitle loan offered by the
licensee does not atlow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS |

NAC 604A.160 Translation of documents written in language other than English.

2. A document translated pursuant to this section must be:

(a) Translated by an interpreter who is:

(1) Certified by the Court Administrator in accordance with the provisions of NRS 1.510 and
regulations adopted pursuant thereto; or NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensec shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other transaction involving 2 customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

(2) Approved in writing by the Division.

(b) Accompanied by a certificate issned by the interpreter.

During the previous examination, the licensec did not provide a copy of the Certified Court Interpreter in
the State of Nevada, During the current examination fhe licensee was able to provide a copy of the-
Certified Court Intetpreter for the State of Nevada. Therefore, this violation is deemed rectified.

NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 year's the
original or a copy of each account, book, paper, written or electronic fecord or other document that
concerns each loan or other transaction involving 2 customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
busjness in this State designated by the licensee.

During the previous examination, the licensee was unable to provide all the records requested by the
examiner in charge. During the current examination the licensee was able to provide all the records
requested. Therefore, this violation is deemed rectified.

NRS 604A.410 Written loan agreement required; contents.

1. Before making any loan to a customer, 2 licensce shall provide to the customer a written loan
agreement which may be kept by the customer and which must be written in:

(a) English, if the transaction is conducted in English; or

(b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensee was found to be using loan agreement written in English
and receipts written in Spanish. During the current examination there was no evidence of such. Therefore,
this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment plan

3. If the licensee intends to commence any civil action or process of alternative dispute resolution
or repossess a vehicle in an effoxt to collect a defaulted loan, the licensee shall deliver to the
customer, not later than 15 days after the date of default, or not Jater than 5 days after a check is
not paid upon presentment or an electronic transfer of money fails, whichever is later, written
notice of the opportunity to enter into a repayment plan. The written notice musi:

(a) Be in English, if the initial transaction was conducted in English, or in Spanish, if the initial
transaction was conducted in Spanish.

During the previous examination the liccnsee had a repayment plan offer in English and the receipt was
issued in Spanish. During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate languages. Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; calculation of amount financed,
annual percentage rate and finance charge.

2. For the purposes of this chaptey, proper calculation of the amount financed, annual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z. '

During the previous examination the licensee was found understating the APR. During the current
oxamination there was no evidence of such. Therefore, the violation is deemed rectified.

EXIT MEETING

The exit meeting was held telephonically on December 18, 2014. The licensee was represented by Carrie
E. Carbone, SVP of Compliance and Product General Counsel, Victoria Newman, Compliance and
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Instituiions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Aftormey, Andrea Bruce, Examiner.
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION

NRS 604A.450 Title loans: Prohibited acts by licemsee regarding amount of loan and customer’s

ability to repay loan. A licensee who malkes title loans shall not:
2. Make a title loan without regard to the ability of the customer seeking the title loan to
repay the title loan, including the customer’s carrent and expected income, obligations and
employment.

The title loans itemized below were underwritten in excess of the customer’s disclosed income and
obligations, therefore, there was no regard given to the customer’s ability to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan
Total
: Amount
- Stated Stated of Amount
Borrower’s Name Loan Number | Term | Income | Obligations | Loan(s) Over
Yvonee Quinn 10069-0005482 | 30 day | $5,322.00 | $3,600.00 | $3472.70 | $1,750.70
Barba Vanallara 10069-0098970 | 30 day | $2,678.00 | $800.00 $1,885.84 | §$7.84
Joseph Glaser 10069-0093425 | 30 day | $1,754.50 | §700.00 $1,193.30 | $138.80
Clay Stampley T0060-0074080 | 30 day | $1,700.00 | $1,200.00 | $1,188.61 | $688.61

Maunagement’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
fo the Financial Institution Division once the report of examination is received.

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not:
(a) Require or accept a guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title Ioan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms

(b) Requires the customer to secure the loan by either:
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EXAMINATION COMMENTS AND CONCLUSIONS

(1) Giving possession of the title to a vehicle legally owned by the customey to the licensee or any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursnant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the current examination, the licensee provided a policy which states the following:

“The primary borrower must be on the title; however if there is a co-borrower (on the title or not), he
must sign the Application and Contract.”

During the stores visits, the examiner in charge found several files where the co-borrower was not in the
vehicle title. In some instances the co-borrower had a different address and different last name.

Management’s vesponse: Ms. Saral C. Poff, Director of Compliance, stated that a response will be sent
10 the Financial Institution Division once the report of examination is received,

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.
Notwithstanding any other provision of this chapter to the contrary:

3. The original term of a title loan may be up to 210 days if: -

(a) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and
interest payahble on the loan;

(¢) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
cnstomer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Titlemax implemented a 210 day title loan product that mirrored NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complies with
NRS 604A.445(3). The examination also showed that Titlemax markets and offers an amendment to the
original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210.

Onsite visits to Tiflemax locations and conversations with store employees showed that Titlemax
routinely offers an amendment to the original loan agreement called the “Grace Period Payments
Deferment Agreement” (hereinafter, the “Amended Agreement”).
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EXAMINATION COMMENTS AND CONCLUSIONS

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customers to enter into the Amended Agreement. The employees are
trained to encourage customers to participate in the Amended Agreement as soon as the original
agreement is issued, and not wait antil the loan is in default status. Pre-printed amended agreements were
found in customers’ files during the onsite store visits.

Moreover, management issued the below marketing statement with the instraction that employees should
encourage customers to enter into the Amended Agreement. The marketing statement provides:

“Vour contract states that you have 7 payments of <Amortized Loan Payments> which are
for every 30 days statting on < Due Date>. By making this payment on time, your loan will -
be paid in full when you make the final payment. However, for your convenience, you can
also make a minimum payment of <Minimum Payment to Extend> during this time. Any
principal left at the end of the term will be placed on a 0% payment plan for an additional
seven months. Do you have any questions?” : L

The marketing statement emphasizes lower payments. But, in fact, under the Amended Agrecment, the
total amount owed by the customer is more than the total amount owed under the original loan agreement,
as further detailed below.

The text of the Amended Agreement provides:

“Because this is only an amendment and modification of the loan agreement in which we
are only modifying and deferring your payments under the Title Loan Agreement, you
acknowledge and agree that all of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury trial and arbitration provision
remain in full foree and effect.”

This statement shows an. intent to avoid compliance with NRS 604A.445(3).

Under the original loan agreement the customer makes seven fully amortized payments (210 days) to pay
the loan off without a balloon payment at the end, thereby complying with all provisions of NRS
604A.445(3). But, under the Amended Agreement, the customer makes 14 payments (390 days), the first
seven payments arc only interest and last scven payments arc principal. Thus, Amended Agreement
separates interest and principal from the original amortized schedule of payments, and thereby prolongs
the payment of principal until the full interest is paid.

For an example of how customers owe more under the Amended Agreement compared to the original
agresment, please see below:
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EXAMINATION COMMENTS AND CONCLUSIONS

LOAN NUMBER TOTAL AMOUNT TO | TOTAL AMOUNT TO | OVERAGE
BE PAID UNDER|BE PAID UNDER
ORIGINAL  LOAN | “AMENDED” LOAN
AGREEMENT AGREEMENT
10069-0110759 $1,819.80 $2.233.10 , $413.30
10069-0111573 $954.74 $1,174.85 $220.11
10069-0112535 $4,484.79 $5,343.30 $858.51
10069-0115237 $7,543.99 $8,018.73 $1,374.74
10069-0117623 $2,880.12 $3,415.60 $526.48
10069-0117977 $7.870.63 $9,377.29 $1,506.66
10069-0119501 $4.366.58 $5,340.65 $974.07
10069-0112498 $1,321.92 $1,626.71 $304.79
10069-0118853 $1,247.61 1$1,525.91 $278.30

Titlemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customers who enter into the
Amended Agreement Owe more money compared to the original loan with its fully amortized payments.

Thus, Titlemax’s Amended Agreement violates NRS 604A.445 (3) and NRS 604A.210.

Management’s response: Ms. Sarah C. Poff; Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

FEDERAL

No violations of Federal laws were noted during the examination. However, this examination should not
be considered a full compliance examination relative to Federal statufes.
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EXAMINATION COMMENTS AND CONCLUSIONS

SUMMARY

Bach licensee, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
«Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensce
at this examination is “Needs Improvement.”

A rating of “Needs Improvement” indicates that the licensee and the management of the licensee have
demonstrated less than satisfactory compliance, of instances and sifuations involving a lack of compliance
with applicable state and federal laws and regulations and that regulatory supervision is required. The
Yicensee and management will be required to respond in writing to the report of examination within 30
days providing the procedures that have been initiated for the correction of the violations and deficiencies
noted in the report made by the examiner pursuant to state and federal laws and regulations.
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The information contained in this report is based on the books and records of fhie licensee: as licensed:
- under NRS 604A, on statements made to the examiner by the directors, officers, ard employees, and on’
information obtained from other sources believed to be reliable and presumed by fhie examiner to be.. )
correct. It is emphasized that this report is a repoit of exaniination, and not an audit of the licensee; arid
should not be construed as such, This report of examination does not replace nor relieve the principals of
their tesponsibility for performing or providing for adequate audits of the business. ‘

This copy of the report is the property of the Department of Business and Industry of the State of Nevada,
and is furnished to the licensee for its confidential use. Under no circumstances shall the licensee, or any
of its directors, officers, or employees disclose in any manner the report or any portion thereof to any
person or organization not officially connected with the licensee as officer, director, attorney, or auditor
unless otherwise directed. Should any legal process document be served calling for the surrender of this
report or any portion thereof, the Commissioner of the Financial Institutions Division shall be notified
immediately. -

Each principal hds the responsibilitf to review the contents of this report.
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual examination of TifleMax of Nevada, Inc. DBA: TitleMax located at 4001 N. Las Vegas Blvd,,
Las Vegas, NV 89115 commenced on August 6, 2014. This business location currently holds a Nevada
Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial Institutions
Division (FID). The licensee has been granted approval to initiate Title Loans in accordance with
applicable statutes and regulations.

The licensee’s website www.titlemax.com is used as the main source of information for different products
and services that TitleMax offers. Customers have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the customer is referred to one of the stores to complete the
loan process.

The licensee ctirrently offers the 120 day loan which allows the customer to make installment payments.

TitleMax currently has 40 locations in the state of Nevada. All the locations were visited during the
process of this examination. :

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS 604A and NAC 604A.
- The examination consisted of a review of the following: active loans, paid-off loans, delinquent loans,
Joans that are in the repayment plan and declined loans, surety bonding requirement, completion of the
manager’s and statutory compliance questionnaires, and a review of the company’s policies and
procedures and forms used in the operation of the business. Emphasis was placed on compliance with
state regulations as well as federal regulations such as the Truth in Lending Act (Regulation Z) and the
Bqual Credit Opportunity Act (Regulation B).

Annual Report '

The annual report of operations is due to the Financial Institutions Division by April 15th each year. The
annual report of operations for year ending 2013 was received on April 8%, 2014 which is in accordance
with NRS 604A.750.

Surety Bond ' .
The Surety Bond appears to be sufficient. It is currently posted at $265,000.00 under Bond Number
60088894 with Capitol Indemnity Corporation and is due for renewal on February 15, 2014. The licensce
is in compliance with NRS 604A.610.

Internal / External Review
Titlemax did not submit any internal or external reviews. Internal or external reviews were not part of the
scope of the current examination.
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EXAMINATION COMMENTS AND CONCLUSIONS

Financial Audit / CPA
The CPA of the Financial Institutions Division performed an analysis of key financial figures for the
fiscal year ending December 31, 2013, which were included in the 2013 Annual Report of Operations. No

areas of concern were noted.

Internal Routine and Control
The licensee uses CashWise Financial Services Software for its loan operations. Title loan underwriting

process includes:

e Loan application form

» Income and obligations

« Government issued photo identification

e Valid phone number

» Title of the vehicle

s Proof of insurance

» Current registration

s Affidavit stating the customer’s ability to repay the loan

During the previous examination the licensee was offering 30 day title loans. On Januvary 28, 2014 the
licenses sent a letter to the Financial Institutions Division stating that TitleMax is going to stop offering
the 30 day title loans and start offering the 210 day tifle Joans.

During the on-site visitation of current examination is was discovered that TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day title loan is currently being offered ih all
TitleMax locations in the State of Nevada.

The 210 day product mirrors NRS 604A.445 (3):

3. The original term of a title loan may be up to 210 days if:

(2) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amottize the entire amount of principal and interest
payable on the loan;

(¢) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

The licensee also implemented “Grace Period Payments Deferment Agreement.” During the onsite
vigitations of store locations it was observed employees are pre-printing this grace period agreement and
putting it in customer’s files. The employees are also encouraging the customers to enter info this grace
period agreement. The employees are provided the following statement to read to customers:
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EXAMINATION COMMENTS AND CONCLUSIONS

“TMX Employee:

Great! Your contract states that you have 7 payments of <Amortized Loan Payments> which are for every
30 days starting on < Due Date>. By making this payment on time, your loan will be paid in full when
you make the final payment. However, for your convenience, you can also make a minimum payment of
<Minimum Payment to Extend> during this time. Any principal left at the end of the term will be placed
on a 0% payment plan for an additional seven months. Do you have any questions?”

This agreement consists of separating the interest and principal from the original amortized schedule
payments and prolonging the payment of principal until the full interest is paid. This agreement has a
schedule of 14 payments which for the fixst seven payment the customer pays only interest. For the
remaining seven payments the customer pays the principal. The total amount paid under this agreement is
* higher from the original amortized payments scheduled under the original loan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly confradicts with
604A.445(3).

Training

TitleMax provides training upon hire and annually thereafter. All employees are required to complete
refresher courses on-line and as needed. The Compliance Department has the responsibility of overseeing
that all training materials are up to date with any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institations Division NRS 604A license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicnously in the location where the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
According to the managers questionnaire, it is the licensee’s policy to maintain all records for five years
which is in compliance with NRS604A.700 and NAC 604 A.200.

Collection Agency Utilized by the Licensee

As of the examination date, the licensee does not utilize the services of a third party collection agency.
The intemal collection process consists of sending letters and making phone calls to delinquent customers
by TitleMax’s collection department.
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EXAMINATION COMMENTS AND CONCLUSIONS

FDCPA
TitleMax employees are required to be certified on an ammually basis. All collection employees are

required a minimum score of 80% to obtain the FDCPA certification. The store managers monitor all
contact with debtors to assure that policy and produces are followed by all employees.

FinCen Registration
TitleMax is not considered 2 Money Services Business in accordance with 31 CFR Chapter X § 1022.380;

as such, the licensee is not registered with FinCEN as a Money Setvice Business.

Complaints Filed Since the Previous Examination
The Financial Tnstitutions Division complaint database was verified and indicates that as of October 14,
2014 there were three complaints filed against TitleMax since the previous examination. TitleMax

responded to the complaints in a timely manner.

Total Sample Size
|As of Exam Date | Angusl 31, 2014 B

. Population Sample Size Penetration
LOAN TYPES: ) _
Active Loans _ 195 10 5.13%
Delinquent Loans 125 4 3.20%
Closed Loans 15 ] 5 33.33%
Declined Loans 4 4f 100.00%
‘Total Loans = 339 23 6.78%

All of the loan samples were chosen. randomly by the examiner, As of the examination date, the licensee
had:
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EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Title loans: Prohibited acts by Jicensee regarding amount of loan and customer’s
ability to repay loan, A licensee who malkes title loans shall not:

2. Make a title loan without regard to the ability of the customer seeking the title loan to repay the
title loan, including fhe customer’s current and expected income, obligations and employment.

During the previous examination the licensee was found to be underwriting title loans in excess of the
customer’s disclosed income and obligations. There was no regard given to the customer’s ability to repay
the foan. This will be cited as a repeat violation. Please refer to the current violation section for more
details.

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not: .
(a) Require or accept a guarantor to a transaction entered into with a customer.,

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms '

(b) Requires the customer to secure the loan by either: )

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle® or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
listed on the title of the vehicle. This violation will be cited as a repeat violation. Please refer to the
current violation section for more details.

NRS 604A.410 Written loan agreement required; contents

2. The loan agreement must include, without limitation, the following information:

¢} The date and amount of the Joan, amount financed, annual percentage rate, finance charge, total
of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given to the fee and regardless of whether the fee is required to be inciunded in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous examination, the licensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
licensee has stopped offering the 30 day fitle loans. The new product 210 day title loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 Translation of documents written in language other than English.

2. A document translated pursuant to this section must be:

(a) Transiated by an interpreter who is:

(1) Certified by the Court Administrator in accordance with the provisions of NRS 1.510 and
regulations adopted pursuant thereto; or NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall inaintain for at least 3 years the
original or a copy of each account, book, paper, written or clectronic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

(2) Approved in writing by the Division.

(b) Accompanied by a certificate issued by the interpreter.

During the previous examination, the licensee did not provide a copy of the Certified Court hlterprefer n
the State of Nevada. During the current examination the licensee was able to provide a copy of the
Certified Court Interpreter for the State of Nevada, T. herefore, this violation is deemed rectified.

NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
origiunal or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State. '

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of

business in this State designated by the licensee.

During the previous examination, the licensee was unable to provide all the records requested by the
examiner in charge. During the current examination the licensee was able to provide all the records
requested. Therefore, this violation is deemed rectified.

NRS 604A.410 Whritten loan agreement required; contents.

1. Before making any loan to a customer, a licensee shall provide to the customer a written loan
agreement which may be kept by the customer and which must be written in:

(a) Englisk, if the transaction is conducted in English; or

(b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensee was found to be using loan agreement written in English
and receipts written in Spanish. During the current examination there was no evidence of such. Therefore,
this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment plan

3. If the licensee intends to commence any civil action or process of alternative dispute resolution
or repossess a vehicle in an effort to collect a defaulted loan, the licensee shall deliver to the
customer, not later than 15 days after the date of default, or not later than 5 days after ‘2 check is
not paid upon presentment or an electronic iransfer of money fails, whichever is later, written
notice of the opportunity to enter into 2 repayment plan. The written notice must:

(a) Be in English, if the initial transaction was conducted in English, or in Spanish, if the initial
transaction was conducted in Spanish.

During the previous examination the licensee had a repayment plan offer in English and the receipt was
issued in Spanish. During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate languages. Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; calculation of amount financed,
annual percentage rate and finance charge. ~
2. For the purposes of this chapter, proper calculation of the amount finaneed, annual pexcentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z. '

During the previous examination the licensee was found understating the APR. During the current
examination there was no evidence of such, Therefore, the violation is deemed rectified.

EXIT MEETING

The exit meeting was held telephonically on December 18, 2014. The licensee was represented by Carrie
E. Carbone, SVP of Compliance and Product General Counsel, Victoria Newman, Compliance and
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attorney, Andrea Bruce, Examiner.
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s

ability to repay loan, A lcensee who makes title loans shall not:
2. Make a title loan without regard to the ability of the customer seeking the title loan to
repay the title loan, including the customer’s current and expected income, obligations and
employment.

The title loans itemized below were underwritten in excess of the customer’s disclosed income and
obligations, therefore, there was no regard given to the customer’s ability to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan
| Total
Amount
. Stated Stated . of Amount
Borrower’s Name Loan Number Term | Income | Obligations | -Loan(s) QOver’
Abel Puebla 13469-0085625 30 day | $6,000.00 | $2,000.00 $4,162.64 | $162.64
Ashley Robinson 13469-0103085 30 day { $721.00 $0.00 $1,871.84 | $1,150.84
Bridgett Wotks 7 13469-0086298 30 day | $1,037.00 | $550.00 $589.95 | $102.95
Edward Arnias 13469-0080426 30 day | $1,676.00 | $700.00 $1,747.95 | $771.95

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
{0 the Financial Institution Division once the report of examination is received.

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not:
(a) Regquire or accept a gnarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means 2 loan made to a custower pursuant to 2 loan agreement which, under its
original terms

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the current examination, the licensee provided a policy which states the following:

“The primary borrower must be on the title; however if there is a co-borrower (on the title or not), he
must sign the Application and Contract.”

During the stores visits, the examiner in charge found several files where the co-borrower was not in the
vchicle title. In some instances the co-borrower had a different address and different last name.

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

NRS 604A.445 Title Joans: Restrictions on duration of loan and periods of extension.
Notwithstanding any other provision of this chapter to the contrary:

3. The originalterm of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(b) The payments.are calculated to ratably and fully amortize the entire amount of principal and
interest payable on the loan; '

(c) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on {he outstanding loan during such a grace period.

Since the previous examination, Titlemax jmplemented a 210 day title loan product that mirrored NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complies with
NRS 604A.445(3). The examination also showed that Titlemax markets and offers an amendment to the
original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210.

Onsite visits to Titlemax locations and conversations with store employces showed that Titlemax
routinely offers an amendment to the original loan agreement called the “Grace Period Payments
Deferment Agreement” (hereinafter, the “Amended Agreement”),

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customers to enter into the Amended Agreement. The cmployees are
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EXAMINATION COMMENTS AND CON CLUSIONS

irained to encourage customers to participate in the Amended Agreement as soen as the original
agrecment is issued, and not wait until the loan is in defauit status. Pre-printed amended agreements were
found in customers” files during the onsite store visits.

Moreover, management issued the below marketing statement with the instruction that employees should
encourage customers to enter into the Amended Agreement. The marketing statement provides:

“Your contract states that you have 7 payments of <Amortized Loan Payments> which are
for every 30 days starting on < Due Date>. By making this payment on time, your loan will
be paid in full when you make the final payment. However, for your convenience, you can
also make a minimum payment of <Minimum Payment to Extend> during this time. Any
principal left at the end of the term will be placed on a 0% payment plan for an additional
seven months. Do you have any questions?”

_The marketing statement emphasizes lower payments. But, in fact, under the Amended Agreement, the
total amount owed by the customer is more than the total amount owed under the original loan agreement,
as further detailed below.

The text of the Amended Agreement provides:

“Because this is only an amendment and modification of the loan agreement in which we
are only modifying and deferring your payments under the Title Loan Agreement, you
acknowledge and agree that all of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury trial and arbitration provision
remain in full force and effect.”

This statement shows an intent to avoid compliance with NRS 604A.445(3).

Under the original loan agreement the customer makes seven fully amortized payments (210 days) to pay
the loan off without a balloon payment at the end, thereby complying with all provisions of NRS
604A.445(3). But, under the Amended Agreement, the customer makes 14 payments (390 days), the first
seven payments are only interest and last seven payments are principal. Thus, Amended Agreement
separates interest and principal from the original amortized schedule of payments, and thereby prolongs
the payment of principal until the full interest is paid.

For an example of how customers owe more under the Amended Agreement compared to the original
agreement, please see below:
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EXAMINATION COMMENTS AND CONCLUSIONS

TOANNUMBER | TOTAL AMOUNT TO | TOTAL AMOUNT TO | OVERAGE
BE PAID UNDER|BE PAID UNDER
ORIGINAL  LOAN | “AMENDED” LOAN
__ AGREEMENT AGREEMENT |
13469-0119602 $1,784.11 $2,189.30 $405.19
13469-0117028 $1,819.80 $2,233.10 $413.30
13469-0118016 $771.13 $948.92 $177.79

Tiflemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customers who enter into the
- Amended Agreement owe more money compared to the original loan with its fully amortized payments.
Thus, Titlemax’s Amended Agreement violates NRS 604A.445 (3) and NRS 604A.210.

FEDERAL

No violations of Federal laws were noted during the examination. Iowever, this examination should not
be considered a full compliance examination relative to Federal statutes.

SUMMARY

Each licensee, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
“Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensee
at this examination is “Needs Improvement.”

A rating of “Needs Improvement” indicates that the licensee and the management of the licensee have
demonstrated less than satisfactory compliance, or instances and situations involving a lack of compliance
with applicable state and federal laws and regulations and that regulatory supervision is required. The
licensee and management will be required to respond in writing to the report of examination within 30
days providing the procedures that have been initiated for the correction of the violations and deficiencies
noted in the report made by the examiner pursuant to state and federal laws and regulations.
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 3547 S. Maryland Pkwy.,
Las Vegas, NV 89169 commenced on August 6, 2014. This business location currently holds a Nevada
Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial Institutions
Division (FID). The Jicensee has been granted approval to initiate Title Loans in accordance with
applicable statutes and regulations.

The licensee’s website www.titlemax.com is used as the main source of information for different products
and services that TitleMax offers. Customers have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the customer is referred to one of the stores to complete the
loan process.

The licensee currently offers the 120 day loan which allows the customer to make installment payments.

TitleMax currently has 40 locations in the state of Nevada. All the locations were visited during the
" process of this examination.

“This location was not visited during this examination due to confusion of two locations on Maryland

Pkwy.

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS 604A and NAC 604A.
The examination consisted of a review of the following: active loans, paid-off loans, delinquent loans,
loans that are in the repayment plan and declined loans, surety bonding requirement, completion of the
manager’s and statutory compliance questionnaires, and a review of the company’s policies and
procedures and forms used in the operation of the business. Emphasis was placed on compliance with
state regulations as well as federal regulations such as the Truth in Lending Act (Regulation Z) and the
Equal Credit Opportunity Act (Regulation B).

Annual Report

‘The annual report of operations is due to the Financial Institutions Division by April 15th each year. The
annual report of operations for year ending 2013 was received on April 8t 2014 which is in accordance
with NRS 604A.750.

Surety Bond

The Surety Bond appears to be sufficient. It is currently posted at $265,000.00 under Bond Number
60088894 with Capitol Indemnity Corporation and is due for renewal on Febroary 15, 2014. The licensee
is in compliance with NRS 604A.610.
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EXAMINATION COMMENTS AND CONCLUSIONS

Internal / External Review
Titlemax did not submit any internal or external reviews. Internal or external reviews were not part of the

scope of the current examination.

Financial Andit/ CPA
The CPA of the Financial Tnstitutions Division performed an analysis of key financial figures for the
fiscal year ending December 31, 2013, which were included in the 2013 Annual Report of Operations. No

areas of concern were noted.

Internal Routine and Control
The licensee uses CashWise Financial Services Software for its loan operations. Title loan underwriting

process includes:

e Loan application form

Income and obligations

Government issued photo identification

Valid phone number )

Title of the vehicle

Proof of insutance

Current registration

Affidavit stating the customer’s ability to repay the loan

During the previous examination the licensee was offering 30 day title loans. On January 28, 2014 the
licensee sent a letter to the Financial Institutions Division stating that TitleMax is going to stop offering
the 30 day title loans and start offering the 210 day title loans.

During the on-site visitation of current examination is was discovered that TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day title loan is currently being offered in all
TitleMax locations in the State of Nevada.

The 210 day product mirrors NRS 604A.445 (3):

3. ‘The original tesm of a title loan may be up to 210 days if:

(2) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and interest
payable on the loan;

(¢) Theloan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.
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EXAMINATION COMMENTS AND CONCLUSIONS

The licensee also implemented “Grace Period Payments Deferment Agreement.” During the onsite
visitations of store locations it was observed employees are pre-printing this grace period agreement and
putting it in customer’s files. The employees are also encouraging the custorners to enter into this grace
period agreement. The employees are provided the following statement to read to customers:

“TMX Employee:

Great! Your contract states that you have 7 payments of <Amortized Loan Payments> which are for every
30 days starting on < Due Date>. By making this payment on time, your loan will be paid in full when
. you make the final payment. However, for your convenience, you can also make a minimum payment of
<Minimum Payment to Extend> during this time. Any principal left at the end of the term will be placed
on a 0% payment plan for an additional seven months. Do you have any questions?”

This agrecment consists of separating the interest and principal from the original amortized schedule
payments and prolonging the payment of principal until the foll interest is paid. This agreement has a
schedule of 14 payments which for the first seven payment the customer pays only interest. For the
remaining seven payments the customer pays the principal. The total amount paid under this agreement is
higher from the original amortized payments scheduled under the original Joan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with
604A.445(3).

Training

TitleMax provides training upon hire and annually thereafter. All employees are required to complete
refresher courses on-line and as needed. The Compliance Department has the responsibility of overseeing
that all training matexials are up to date with any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A. license is displayed conspicuously by the
licensee wltich is in compliance with NRS 604A.635 and NAC 604A.060.

The contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location where the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150. '

Record Retention
According to the managers questionnaire, it is the licensee’s policy to maintain all records for five years
which is in compliance with NRS604A.700 and NAC 604A.200.
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EXAMINATION COMMENTS AND CONCLUSIONS

Collection Agency Utilized by the Licensee
As of the examination date, the licensee does not utilize the services of a third party collection agency.

The internal collection process consists of sending letters and making phone calls to delinquent customers
by TitleMax’s collection depariment. :

FDCPA
TitleMax employees are required to be certified on an annually basis. All collection employees are

tequired a minimum score of 80% to obtain the FDCPA certification. The store managers monitor all
contact with debtors to assure that policy and produces are followed by all employees.

FinCen Registration
TitleMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;

as such, the licensee is not registered with FInCEN as a Money Service Business.

Complaints Filed Since the Previous Examination
The Financial Institutions Division complaint database was verified and indicates that as of October 14,

2014 there were three complaints filed against TitleMax since the previous examination. TitleMax
responded to the complaints in a timely manner.

Total Sample Size

[As of Exam Date | August 31, 2014 |
Population Sample Size Penetration

LOAN TYPES:

 Active Loans 0 0 0.00%
Delinquent Loans 0 0 0.00%
Closed Loans ¢ {0 0.00%
Declined Loans 4 { 0.00%
Total Loans = 0 0 0.00%

All of the loan samples were chosen randomly by the examiner. As of the examination date, the licensee
had:
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EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who malkes title loans shall nof: ’

2. Make a title loan without regard to the ability of the customer seelting the title loan to repay the
title loan, including the customer’s current and expected income, obligations and employment.

During the previous examination the licensee was found to be underwriting title loans in excess of the
customer’s disclosed income and obligations. There was no regard given to the customer’s ability to repay
the loan. This will be cited as a repeat violation. Please refer 1o the current violation section for more
details.

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. - A licensee shall not;
(a) Require or accept a gnarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. %Title loan” means a loan made to a customex pursuvant to a loan agreement which, undex its
original terms

(b) Requires the customer to secure the loan by either: ) .

(1) Giving possession of the fitle to a vehicle legally owned by the customer to the licensee ox any
agent, affiliate or subsidiary of the licensee.

'NRS 604A.115 “Title to a vehicle” or “tifle” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
listed on the fitle of the vehicle. This violation will be cited as a repeat violation, Please refer to the
current violation section for more details.

NRS 604A.410 Written loan agreement required; contents

2. The loan agreement must include, without Jimitation, the following information:

¢) The date and amount of the loan, amount financed, annual percentage rate, finance charge, total
of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given to the fee and regardless of whether the fee is required to be included in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous examination, the licensec did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
licensee has stopped offering the 30 day title loans. The new product 210 day title loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 Translation of documents written in language other than English.

2. A document translated pursuant to this section must be:

(a) Translated by an interpreter who s

(1) Certified by the Court Administrator in accordance with the provisions of NRS 1.510 and
regulations adopted pursuant thereto; ox NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

(2) Approved in writing by tie Division.

(b) Accompanied by a certificate issued by the interpreter.

During the previous examination, the licensee did not provide a copy of the Certified Court Interpreter in
fhe State of Nevada, During the current examination the licensee was able to provide a copy of the
Certified Court Interpreter for the State of Nevada. Therefore, this violation is deemed rectified.

NAC 604A.200 Maintenance of books and records,

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electromic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of

business in this State designated by the licensee,

During the previous examination, the licensee was unable to provide all the records requested by the
examiner in charge. During the current examination the licensee was able to provide all the records
requested. Therefore, this violation is deemed rectified.

NRS 604A.410 Written loan agreement required; contents.

1. Before making any lean to a customer, a licensee shall provide to the customer a written Joan
agreement which may be kept by the customer and which must be written in:

(a) English, if the transaction is conducted in English; or

(b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensce was found to be using loan agreement written in English
and eceipts written in Spanish, During the current examination there was no evidence of such. Therefore,
this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment plan

2. 1f the licensee intends to comunence any civil acfion or process of alternative dispute resolution
or repossess a vehicle in an effort to collect a defaulted loan, the licensee ‘shall deliver to the
customer, not later than 15 days after the date of default, or not later than 5 days after a check is
not paid upon presentment or an electronic transfer of money fails, whichever is later, written
potice of the opportunity to enter into a repayment plan, The written notice must: '
(a) Be in English, if the jnitial transaction was conducted in English, or in Spanish, if the initial
transaction was conducted in Spanish.

During the previous e¢xamination the licensee had a repayment plan offer in English and the receipt was
issued in Spanish. During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate languages. Therefore, this violation is deemed rectified. :

NRS 604A.150 Additional terms defined under federal law; calculation of amount financed,
annual percentage rate and finance charge.

2. For the purposes of this chapter, proper calcunlation of the amount financed, annual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z.

During the previous examination the licensee was found understating the APR. During the cument
examination there was no evidence of such. Therefore, the violation is deemed rectified.

EXIT MEETING

The exit meeting was held telephonically on December 18, 2014. The licensee was represented by Carrie
E. Carbone, SVP of Compliance and Product General Counsel, Victoria Newman, Compliance and
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sckhon, Supervisory Examiner,
Christopher Eccles, Attorney, Andrea Bruce, Examiner.
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

This location was not visited during the current examination.

FEDERAL

No violations of Federal laws were noted during the examination. However, this examination should not
be considered a full compliance examination relative to Federal statutes.

SUMMARY

There is no rating for this location since there was no onsite examination completed for this location.
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The information contained in-thi§ report is based on the books and records of the licensee as licenised .
under NRS 6044, on statements made to the examiner by the directors, officers, and employees, and on: =
information obtained from: other séurces: believed to be reliable and presumed by the examiner to-be
comect. It is emphasized that this report is ‘a report of examination, and not an audit of the licenseé; and. -
should not be construed as such. This report of examination does not replace nor relieve the principals of

their responsibility for performing or providing for adequate audits of the business. :

This copy of the report is the property of the Department of Business and Industry of the State of Nevada,
and is furnished to the licensee for its confidential use. Under no circumstances shall the licensee, or any
of its directors, officers, or employees disclose in any manner the report or any portion thereof to any
person ot organization not officially connected with the licensee as officer, director, attorney, or auditor
unless otherwise directed. Should any legal process document be served calling for the surrender of this
report or any portion thereof, the Commissioner of the Financial Institutions Division shall be notified .
immediately.

Each principal has the responsibility to review the contents of this report.
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 4749 S. Maryland Pkwy.,
Las Vegas, NV 89119 commenced on August 6, 2014. This business location currently holds a Nevada
Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial Institutions
Division (FID). The licensee has been granted approval to initiate Tifle Loans in accordance with
applicable statutes and regulations.

The licensee’s website www.titlemax.com is used as the main source of information for different products
and services that TitleMax offers. Customers have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the customer is referred o one of the stores to complete the
loan process.

The licensee currently offers the 120 day loan which allows the customer to make instaliment payments.

TitleMax currently has 40 locations in the state of Nevada. All the locations were visited during the
process of this examination.

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS 604A and NAC 604A.
The examination consisted of a review of the following: active loans, paid-off loans, delinquent loans,
loans that are in the repayment plan and declined loans, surety bonding requirement, completion of the
manager’s and statutory compliance questionnaires, and a review of the company’s policies and
procedures and forms used in the operation of the business. Emphasis was placed on compliance with
state regulations as well as federal regulations such as the Truth in Lending Act (Regulation Z) and the
Equal Credit Opportunity Act (Regulation B).

Annual Report

The annual report of operations is due to the Financial Institutions Division by April 15th each year. The
annual report of operations for year ending 2013 was received on April 8%, 2014 which is in accordance
with NRS 604A.750.

Surety Bond

The Surety Bond appears to be sufficient. It is currently posted at $265,000.00 under Bond Number
60088894 with Capitol Indemnity Corporation and is due for renewal on February 15, 2014. The licensee
is in compliance with NRS 604A.610.

Internal / External Review
Titlemax did not submit any internal or external reviews. Internal or external reviews were not part of the
scope of the current examination.
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EXAMINATION COMMENTS AND CONCLUSIONS

Financial Audit/ CPA.
The CPA of the Financial Institutions Division performed an analysis of key financial figures for the

fiscal year ending December 31, 2013, which were included in the 2013 Annual Report of Operations. No
areas of concern were noted. ‘

Internal Routine and Control
The licensee uses CashWise Financial Services Software for its loan operations. Title loan underwriting

process includes:

" » Loan application form
e Income and obligations
Government issued photo identification
Valid phone number.
Title of the vehicle
Proof of insurance
s Current registration
v Affidavit stating the customer’s ability to repay the loan

During the previous examination the licensee was offering 30 day title loans. On Janvary 28, 2014 the
licensee sent a letter to the Financial Institutions Division stating that TitleMax is going to stop offering
the 30 day title loans and start offering the 210 day title loans.

During the on-site visitation of current examination is was discovered that TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day title loan is currently being offered in all
TitleMax locations in the State of Nevada.

The 210 day product mitrors NRS 604A.445 (3):

3. The original term of a title loan may be up fo 210 days if:

(a) The loan provides for payments in installments;

{b) The payments are calculated to ratably and fully amortize the entire amount of principal and interest
payable on the loan;

(c) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

The licensee also implemented “Grace Period Payments Deferment Agreement.” Duing the onsite
visitations of store locations it was observed employecs are pre-printing this grace period agrecment and
putting it in customer’s files. The employees are also encouraging the customers to enter into this grace
period agreement. The employees are provided the following statement to read fo customers:
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EXAMINATION COMMENTS AND CONCLUSIONS

“TMX Employee:

Great! Your contract states that you have 7 payments of <Amortized Loan Payments> which are for every
30 days starting on < Due Date>. By making this payment on time, your Joan will be paid in full when
you make the final payment. However, for your convenience, you can also make a minimum payment of
<Minimum Payment to Extend> during this time. Any principal left at the end of the term will be placed
on a 0% payment plan for an additional seven months. Do you have any questions?”

This agreement consists of separating the interest and principal from the original amortized schedule
payments and prolonging the payment of principal until the full interest is paid. This agreement has a
schedule of 14 payments which for the first seven payment the customer pays only interest. For the
remaining seven payments the customer pays the principal. The total amount paid under this agreement is
higher from the original amortized payments scheduled under the original loan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with
604A.445(3).

Training

TitleMax provides training upon hire and annually thereafter. All employees are required to complete
tefresher courses on-line and as needed. The Compliance Department has the responsibility of overseeing
that all training materials are up to date with any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location where the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
According to the managers questionnaire, it is the licensee’s policy o maintain all records for five years
which is in compliance with NRS604A.700 and NAC 604A.200.

Collection Agency Utilized by the Licensee

As of the examination date, the licensee does not utilize the services of a third party collection agency.
The internal collection process consists of sending lefters and making phone calls to delinquent customers
by TitleMax’s collection department.
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EXAMINATION COMMENTS AND CONCLUSIONS

FDCPA
TitleMax employees are required to be certified on an annually basis, All collection employees are

required a minimum score of 80% to obtain the FDCPA certification. The store managers monitor all
contact with debtors to assure that policy and produces are followed by all employees.

FinCen Regisiration
TitleMax is not considered a Money Services Business in accordance with 31 CFR. Chapter X § 1022.380;

as such, the licensec is not registered with FinCEN as a Money Service Business.

Complaints Filed Since the Previous Examination
The Financial Institutions Division complaint database was verified and indicates that as of October 14,
2014 there were three complaints filed against TitleMax since the previous examination. TitleMax

responded to the complaints in a timely manner.

Total Sample Size
[As of Exam Date | T August3l, 2014 B
i Population Sample sze ' Penetration
LOAN TYPES: i
Active Loans 151 10] 6.62%
Delinguent Loans . 6 11.11%
Closed Loans ) 22 4 18.18%
Declined Loans 3 3 100.00%
Total Loans = 230 _ 23 10.00%

All of the loan samples were chosen randomly by the examiner. As of the examination date, the licensee
had:
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EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Title Joans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not:

2. Make a title loan without regard to the ability of the customer seeking the title loan to repay the
title loan, including the customer’s current and expected income, obligations and employment.

During the previous examination the licensee was found to be underwriting title loans in excess of the
customer’s disclosed income and obligations. There was no regard given to the customer’s ability to repay
the loan. This will be cited as a repeat violation. Please refer to the cuxrent violation section for more
details.

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not: .
(a) Reqguire or accept a guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan™ defined.

1. “Title loan” means a loan made to a customer pursuant to a Joan agreement which, under its
original terms '

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
listed on the title of the vehicle. This violation will be cited as a repeat violation. Please refer to the
current violation section for more details.

NRS 604A.410 Written Joan agreement required; contents

2. The loan agrecment must include, without limitation, the following information:

¢} The date and amount of the loan, amount financed, annual percentage rate, finance charge, total
of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given to the fee and regardless of whether the fee is required to be included in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous cxamination, the licensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
licensee has stopped offering the 30 day title loans. The new product 210 day title loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 Translation of documents written in language other than English.

2. A document translated pursuant to this section must be:

(a) Translated by an interpreter who is:

(1) Certified by the Court Administrator in accordance with the provisions of NRS 1,510 and
regulations adepted pursuant thereto; or NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or clectronic record or other document that
concerns each loan or other transaction invelving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

(2) Approved in writing by the Division.

(b) Accompanied by a certificate issued by the interpreter.

During the previous examination, the licensce did not provide a copy of the Certified Court Interpreter in
the State of Nevada, During the current examination the licensee was able to provide a copy of the
Certified Court Interpreter for the State of Nevada, Therefore, thig violation is deemned rectified.

NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other transaction imvolving a customer in this State. '
2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

During the previous examihaﬁon, the licensee was unable to provide all the records requested by the
cxaminer in charge. Durng the current examination the licensee was able to provide all the records
requested. Therefore, this violation is deemed rectified.

NRS 604A.410 Written loan agreement required; contents.

1. Before making any loan to a customer, a licensee shall provide to the customer a written loan
agreement which may be kept by the customer and which must be writlen in:

(a) English, if the transaction is conducted in English; or

(b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensee was found to be using loan ag'reément written in English
and receipts written in Spanish. During the current examination there was no evidence of such. Therefore,
this violation is deemed rectified.

REPORT OF EXAMINATION

STATE OF NEVADA
DEPARTMENT OF BUSINESS AND INBUSTRY

FINANCIAL INSTITUTIONS DIVISION APP O 1 O 6 7 7

ROA 00838300007




EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment plan

2. If the licensee intends to commence any civil action or process of alternative dispute resolution
or repossess a vehicle in an effort to collect a defaulted loan, the licensee shall deliver to the
custormer, not later than 15 days after the date of default, or not later than 5 days after a check is
not paid upon presentment or an electronic transfer of money fails, whichever is later, writien
notice of the opportunity to enter into a repayment plan. The written notice must:

(a) Be in English, if the jnitial transaction was conducted in English, or in Spanish, if the initial
transaction was conducted in Spanish,

During the previous examination the licensee had a repayment plan offer in English and the receipt was
issued in Spanish. During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate languages. Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; caleulation of amount financed,
annual percentage rate and finance charge.

2. For the purposes of this chapter, proper calculation of the amount financed, annual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z. -

During the previous examination the -licensec was found understating the APR. During the current
examination there was no evidence of such. Therefore, the violation is deemed rectified.

EXIT MEETING

The exit meeting was held telephonically on December 18, 2014. The licensee was represented by Catrie
E. Carbone, SVP of Compliance and Product General Counsel, Victoria Newman, Compliance and -
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attorney, Andrea Bruce, Examiner.
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION
NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who malkes title loans shall not:
5. Make a title loan without regard to the ability of the customer seeking the title loan to
repay the title loan, including the customer’s current and expected income, obligations and

employment.

The title loans itemized below were underwritten in excess _of the customer’s disclosed income and
obligations, therefore, there was no regard given to the custormer’s ability to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan
Total
Amount
Stated Stated of Amount
Borrower’s Name Loan Number | Term | Income | Obligations Loan(s) Over
Robert Ravdel 12969-0110805 30 day | $3,500.00 | $2,000.00 $5,279.52 | $3,779.52

Management’s response; Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

REPEAT VIOLATION

NAC 604A.230 DProhibited acts: Miscellaneous acts.
1. A licensee shall not:
(a) Require or accept a guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms

(b) Requires the customer to secure the Ioan by either:

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” ox “title” means 2a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the current examination, the licensee provided a policy which states the following:

“The primary borrower must be on the title; however if there is a co-borrower (on the title or not), he
must sign the Application and Contract.”

During the stores Visits, the examiner in charge found several files where the co-borrower was not in the
vehicle title. In some instances the co-borrower had a different address and different last name.

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Instifution Division once the repovt of examination is received.

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.
Notwithstanding any other provision of this chapter to the contrary:

3. The original ferm of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully axnortize the entire amount of principal and
interest payable on the loan; ' .

(¢} The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Titlemax implemented a 210 day title loan product that mirrored NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complics with
NRS 604A.445(3). The examination also showed that Titlemax markets and offers an amendment to the
original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210.

Onsite visits to Titlemax locations and conversations with store employees showed that Titlemax
routinely offers an amendment to the original loan agreement called the “Grace Period Payments
Deferment Agreement” (hereinafler, the “Amended Agreement”).

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customers to enter into the Amended Agreement. The employees are
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EXAMINATION COMMENTS AND CONCLUSIONS

trained to encourage customers to participate in the Amended Agreement as soon as the original
agreement is issued, and not wait until the loan is in default status. Pre-printed amended agreements were
found in customers® files during the onsite store visits.

Moreover, management issued the below marketing statement with the instruction that employees should
encourage customers to enter into the Amended Agreement. The marketing statement provides:

«“your contract states that you have 7 payments of <Amortized Loan Payments> which are
for every 30 days starting on < Due Date>. By making this payment on time, your loan will
be paid in full when you make the final payment. However, for your convenience, you can
also make a minimum payment of <Minimum Payment to Extend> during this time. Any
poncipal left at the end of the term will be placed on a 0% payment plan for an additional
seven months. Do you have any questions?”

The marketing statement emphasizes lower payments. But, in fact, under the Amended Agreement, the
total amount owed by the customer is more than the total amount owed under the original loan agreement,

as further detailed below.
The text of the Amended Agreemcrit provides:

“Because this is only an amendment and modification of the-loan agreement in which we
are only modifying and deferring your payments under the Title Loan Agreement, you
acknowledge and agree that all of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury trial and arbitration provision
remain in full force and effect.”

This statement shows an intent to avoid compliance with NRS 604A.445(3).

Under the original loan agreement the customer makes seven fully amortized payments (210 days) to pay
the loan off without a balloon payment at the end, thereby complying with all provisions of NRS
604A.445(3), But, under the Amended Agreement, the customer makes 14 payments (390 days), the first
seven payments are only interest and last seven payments are poncipal. Thus, Amended Agreement
separates interest and principal from the original amortized schedule of payments, and thereby prolongs
the payment of principal until the full interest is paid. '

For an example of how customers owe more under the Amended Agreement compared to the original
agreement, please see below:
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EXAMINATION COMMENTS AND CONCLUSIONS

LOAN NUMBER

TOTAL AMOUNT TO
BE PAID UNDER
ORIGINAL LOAN

TOTAL AMOUNT TO
BE . PAID UNDER
“AMENDED” LOAN

OVERAGE

AGREEMENT AGREEMENT
12965-0117847 $14,850.26 $17,693.00
12969-0119790 $3,500..21 $4.281.00
12069-0118956 $8,939.87 $10,651.20
12969-0117949 $1,582.29 $1,909.30

Titlemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customets who enter into the
Amended Agreement owe more money compared to the original loan with its fully amortized payments.
Thus, Titlemax’s Amended Agreement violates NRS 604A.445 (3) and NRS 604A.210,

Management’s response: Ms. Sarah C, Poff, Director of Compliance, stated that a response will be sent
fo the Financial Institution Division once the report of examination is received.

FEDERAL

No violations of Federal laws were noted during the examination, However, this examination should not
be considered a full compliance examination relative to Federal statutes.

SUMMARY

Each licensee, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
“Upsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensee
at this exarnination is “Needs Improvement.” '

A rating of “Needs Y¥mprovement” indicates that the licensee and the management of the licensee have
demonstrated less than satisfactory compliance, or instances and situations involving a lack of compliance
with applicable state and federal laws and regulations and that regulatory supervision is required. The
licensee and management will be required to respond in writing to the report of examination within 30
days providing the procedures that have been initiated for the correction of the violations and deficiencies
noted in the report made by the examiner pursuant to state and federal laws and regulations.
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The anmual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at1600 N. Nellis Blvd Suite
102., Las Vegas, NV 89115 commenced on Augnst 6, 2014. This business location currently holds a
Nevada Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial Institutions
Division (FID). The licensee has been granted approval to initiate Title Loans in accordance with
applicable statutes and regulations.

The licensee’s website www.titlemax.com is used as the main source of information for different products
and services that TitleMax offers. Customers have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the customer is referred to one of the stores to complete the
loan process.

The licensee currently offers the 120 day loan which allows the customer to make installment payments.

TitleMax currently has 40 locations in the state of Nevada. All the locations were visited during the
process of this examination.

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS 604A and NAC 604A.
The exarmination consisted of a review of the following: active loans, paid-off loans, delinquent loans,
loans that arc in the repayment plan and declined loans, surety bonding requirement, completion of the
manager’s and statutory compliance questionnaires, and a review of the company’s policies and
procedures and forms used in the operation of the business. Emphasis was placed on compliance with
state regulations as well as federal regulations such as the Truth in Lending Act (Regulation Z) and the
Equal Credit Opportunity Act {(Regulation B).

Annual Report

The annual report of operations is due to the Financial Institutions Division by April 15th each yea. The
annual report of operations for year ending 7013 was received on April 8%, 2014 which is in accordance
with NRS 604A.750.

Surety Bond

The Surety Bond appears to be sufficient. It is cutrently posted at $265,000.00 under Bond Number
60088894 with Capitol Indemnity Corporation and is due for renewal on February 15, 2014. The licensee
is in compliance with NRS 604A.610.

Internal / External Review
Titlemax did not submit any intemal or external reviews. Internal or external reviews were not part of the
scope of the current examination.
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EXAMINATION COMMENTS AND CONCLUSIONS

Financial Audit/ CPA
The CPA of the Financial Institutions Division performed an analysis of key financial figures for the
fiscal year ending December 31, 2013, which were included in the 2013 Annual Report of Operations. No

areas of concern were noted.

Internal Routine and Control
The licensee uses CashWise Financial Services Software for its loan operations. Title loan underwriting

process includes:

¢ Loan application form

e Income and obligations

« Government issued photo identification

« Valid phone number

s Title of the vehicle

¢ Proof of insurance

» Current registration

o Affidavit stating the customer’s ability to repay the-loan

During the previous examination the licensee was offering 30 day title loans. On Jammary 28, 2014 the
licensee sent a letter to the Financial Institutions Division stating that TitlcMax is going to stop offering
the 30 day title loans and start offering the 210 day title loans.

During the on-site visitation of current examination is was discovered that TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day title loan is currently being offered in all
TitleMax locations in the State of Nevada. :

The 210 day product mirrors NRS 604A.445 3

3. The original term of a tifle loan may be up to 210 days if:

(8) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and interest
payable on the loan;

(c) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

The licensee also implemented “Grace Period Payments Deferment Agreement.” During the onsite
visitations of store locations it was obsetved employees are pre-printing this grace period agreement and
putting it in customer’s files. The employees ate also encouraging the customers to enter info this grace
period agreement. The employees are provided the following statement to read to customers:
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EXAMINATION COMMENTS AND CONCLUSIONS

“TMX Employee:

Great! Your contract states that you have 7 payments of <Amortized Loan Payments> which are for every
30 days starting on < Due Date>. By making this payment on time, your loan will be paid in full when
you make the final payment. However, for your convenience, you can also make a minimum payment of

<Minimum Payment to Extend> during this time. Any principal left at the end of the term will be placed
on a 0% payment plan for an additional seven months. Do you have any questions?”

This agreement consists of separating the inferest and principal from the original amortized schedule
payments and prolonging the payment of principal until the full interest is paid. This agreement has a
schedule of 14 payments which for the first seven payment the customer pays only interest. For the
remaining seven payments the customer pays the principal. The total amount paid under this agreement is
higher from the original amortized payments scheduled under the original loan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with
604A.445(3).

Training

TitleMax provides training upon hire and annually thereafter. All employees are required to complete
refieshet courses on-line and as needed. The Compliance Deparfment has the responsibility of overseeing
that all training materials are up to date with any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 6044 license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact punber of the office of the Cemmissioner, notice of fees charged and business hours are
posted conspicuously in the location where the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
According to the managers questionnaire, it is the licensee’s policy to maintain all records for five years

which is in compliance with NRS604A.700 and NAC 604A.200.

Coliection Agency Utilized by the Licensee

As of the examination date, the licensee does not atilize the services of a third party collection agency.
The internal collection process consists of sending letters and making phone calls to delinquent customers
by TifleMax’s collection department.
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EXAMINATION COMMENTS AND CONCLUSIONS

FDCPA
TitleMax employees are required to be certified on an annually basis. All collection employees are

required a minimum Score of 80% to obtain the FDCPA certification. The store managers monitor all
contact with debtors to assure that policy and produces are followed by all employees.

FinCen Registration
TitleMax is not considered a Money Services Rusiness in accordance with 31 CFR Chapter X § 1022.380;

as such, the licensee is not registered with FinCEN as a Money Service Business.

Complaints Filed Since the Previous Examination
The Financial Institutions Division complaint database was ve ified and indicates that as of October 14,
2014 there were three complaints filed against TitleMax since the previous examination. TitleMax

responded to the complaints in a timely manner.

Total Sample Size
lAs of Exam Date i August 16, 2013 ° |
) Poﬁui_at_ion Sample Size Penetration

LOAN TYPES: - ‘
Active Loans ) 643 10 1.56%
Delinquent Loans 171 5 2.92%
Closed Loans 208 5 25.00%
Declined Loans 2 2 ) 100.00%
Tofal Loans = 813 22 2.71%

All of the loan samples were chosen randomly by the examiner. As of the examination date, the licensee
had:
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EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A Jicensee who makes title loans shall not:

7. Make a title Joan without régard to the ability of the customer seeking the title loan to repay the

title Joan, including the customer’s current and expected income, obligations and employment.

During the previous examination the licensee was found to be underwriting title Joans in excess of the
customer’s disclosed income and obligations. There was 1o regard given to the customer’s ability to repay
the loan. This will be cited as a repeat violation. Please refer to the current violation section for more
details.

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not: '
(a) Reguire or accepta guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms

() Requires the custonier to secure the Joan by either:

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or stitfle” defined. “Title to a vehicle” or “title’” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous exarination several of the loan files reviewed showed co-borrowers which were not
listed on the title of the vehicle. This violation will be cited as a repeat violation. Please refer to the
current violation section for more details.

NRS 604A.41¢ Written Joan agreement required; contenfs

2. The loan agreement must include, without limitation, the following information:

¢) The date and amount of the loan, amount financed, annual percentage rate, finance charge, total
of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given to the fee and regardless of whether the fee is required to be included in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous exatnination, the licensee did not indicate on the extension receipts the cffective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
licensce has stopped offering the 30 day title loans. The new product 210 day title loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS‘

NAC 604A.160 Translation of documents written in langnage other than English.

2. A document transiated pursuant to this section must be:

(2) Trauslated by au interpreter who is:

(1) Certified by the Court Administrator in accordance with the provisions of NRS 1.510 and
regulations adopted pursuant thereto; or NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each accounnt, book, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Dxcept as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensea.

(2) Approved in writing by the Division. .

) Accompanied by 2 certificate issned by the interpreter.

During the previous examination, the licensee did not brovide a copy of the Certified Court Interpreter in
the State of Nevada. During the current examination the licensee was able to provide a copy of the
Certified Court lnterpreter for the State of Nevada. Therefore, this violation is deemed rectified.

NAC 604A.200 Maintenance of books and records.

1, Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electronic xecord or other document that
concerns each loan or other {ransaction involving » castomer in this State.

2. Except as otherwise provided in NRS 604A.,620, those records must be maintained at a place of

business in this State designated by the licensee.

During the previous examination, the licensee was unable to provide all the records requested by the
examiner in charge. During the current examination the licensee was able to provide all the records

requested. Therefore, this violation is deemed reefified.

NRS 604A.410 Written loan agreement required; contents.

1. Before making any loan fo 2 customer, a licensee shall provide to the customer 2 written loan
agreemen{ which may be kept by the customer anid swhich must be written in:

(a) English, if the transaction is conducted in English; or

(b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensee was found to be using loan agreement written in English
and receipts written in Spanish, During the current examination there was no evidence of such. Therefore,
this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment plan

9. If the licensee intends to comnience any civil action or process of alternative dispute resolution
or repossess a vehicle in an effort to collect a defaulted loan, the licemsee shall deliver to the
custorner, not later than 15 days after the date of default, or not later than 3 days after a check is
not paid. upon preseutmient or an clectronic transfer of money fails, whichever is later, written
notice of the apportunity fo enter iuto 2 repayment plan. The written notice must:

(a) Be in English, if the initial transaction was conducted in English, or in Spanish, if the imitial
transaction was conducted in Spanish.

During the previous examination the licensee had a repayment plan offer in English and the receipt was
issued in Spanish. During the current examination, there was no evidence that the repayment plans and the
recéipts were done in separate languages. Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; calculation of amount financed,
annual percentage rate and finance charge.

2. For the purposes of this chapter, proper calenlation of the amount financed, annual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z. :

During the previous examination the licensee was found understating the APR. During the curent
examination there was no evidence of such. Therefore, the violation is deemed rectified. '

EXIT MEETING

The exit meeting was held telephonically on December 18, 2014. The licensee was represented by Cartie
& Catbone, SVP of Compliance and Product General Counsel, Victoria Newman, Compliance and
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attorney, Andrea Bruce, Examiner.

REPORT OF EXAMINATION

STATE OF NEVADA
DEPARTMENT OF BUSINESS AND INDUSTRY

FINANCIAYL INSTITUTIONS DIVISION APP O 1 O 6 9 1
ROA Q88381 00008




EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION
NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s

ability to repay loan. A licensee who makes title loans shall not:
2. Make a title loan without regard to the ability of the customer seeking the title loan to
repay the title loan, including the customer’s current and expected income, obligations and

employment.

The title loans itemized below were underwritten in excess of the cqstomer’s disclosed income and
obligations, therefore, there was no regard given to the customer’s ability to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan ]
Total
Amourt
. i Stated Stated of Amount
Borrower’s Name Loan Number | Term | ‘Income Obligations | Loan(s) Over
Patsi Faria 11969-0065154 30 day | §1,372.00 $300.00 $2.315.73 | $1,243.73
Eduardo Coria 11969-0111137 30 day { $1,300.00 $600.00 $1,172.90 | $472.90
Trene Ruiz 11969-0053385 30 day | $1,800.00 $800.00 $1,172.90 | $172.90
(Casandra Jackson 11969-0094837 30 day | $1,500.00 $700.00 $1,778.25 | $978.25

Management’s respons,
to the Financial Instituli

e: Ms, Sarah C. Poff; Direc

tor of Compliance, stated that a response will be sent
on Division once the report of examination is received.

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneous acts.

1. A licemsee shall not:
(a) Require or accept a guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.
1. “Title loan” means a loan made to a customer pursuant to 2 loan agreement which, under its
original terms

(b) Requires the customer to secure the loan by either:
(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or amy

agent, affiliate or snbsidiary of the licensee.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.115 “Title to 2 vehicle” or “title” defined. “Title to a vehicle” or “title” means 3
certificate of title or ownership jssued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the current examination, the licensee provided a policy which states the following:

“The primary borrower must be on the title; however if there is a co-borrower (on the title or not), he
must sign the Application and Contract.”

During the stores visits, the examiner in charge found several files where the co-borrower was not on the
vehicle title. In some instances the co-borrower had a different address and different last name.

Management’s response: M. Sarah C. Poff, Director of Compliance, stuted that ¢ response will be sent
10 the Financial Institution Division once the report of examination is received.

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.
Notwithstanding any other provision of this chapter to the contrary:

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides fox payments in installments;

(b) The payments are calculated to ratably and fally amortize the entire amount of principal and
interest payable on the Joan; '

(c) The loan is not subject to any extension; and

{(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or am extension of a loan, except that the licensee shall mot charge the
customer:

1. Any fees for granting such a grace pexiod; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Titlemax implemented a 210 day title loan product that mirrored NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complies with
NRS 604A.445(3). The examination also showed that Titlemax markets and offers an amendment to the
original loan agreement ihat violates NRS 604A.445 (3) and NRS 604A.210.

Onsite visits to Titlemax locations and conversations with store employees showed that Titlemax
routinely offers an amendment to the original loan agreement called the “Grace Period Payments
Deferment Agreement” (hercinafier, the “Amended Agreement”).

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customers to enter into the Amended Agreement. The employecs are
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EXAMINATION COMMENTS AND CONCLUSIONS

trained to encourage customers to participate in the Amended Agreement as §oon as the original
agreement is issued, and not weit until the Joan is in default status. Pre-printed amended apreements were
found in customers’ files during the onsite store visits.

Moreover, management issued the below marketing statement with the instruction that employees should
encourage customers to enter into the Amended Agreement. The marketing statement provides:

wy our contract states that you have 7 paymeats of <Amortized Loan Payments> which are
for every 30 days starting on < Due Date>. By making this payment on time, your loan will
be paid in full when you make the final payment, However, for your convenience, you can
also make a minjmum payment of <Minimum Payment to Extend> during this time. Any
principal left at the end of the term will be placed on a 0% payment plan for an additional
seven months, Do you have any questions?”’

The marketing statement emphasizes lower paymenis. .But, in fact, under the Amended Agreement, the
total amount owed by the customer is more than the total amount owed under the original loan agreement,
as further detailed below.

The text of the Amended Agreement provides:

“Because this is only an amendment and modification of the loan agreement in which we
are only modifying and deferring your payments under the Title Loan Agrecment, you
acknowledge and agrec that all of the terms and conditions of the Title Loan Agreement,
inchuding the charging of simple interest and waiver of jury trial and arbitration provision
remain in full force and effect.”

This statement shows an intent to avoid compliance with NRS3 604A.445(3).

Under the original loan agreement fhe customer makes seven fully amor ized payments (210 days) to pay
the loan off without a balloon payment at the end, thereby complying with all provisions of NRS
604A.445(3). But, under the Amended Agreement, the customer makes 14 payments (390 days), the first
seven, payments are only interest and last seven payments are principal. Thus, Amended Agreement
separates interest and principal from the original amortized schedule of payments, and thereby prolongs
the payment of principal until the full interest is paid.

For an example of how customers owe more under the Amended Agreement compared to the original
agreement, please s¢ below:
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EXAMINATION COMMENTS AND CONCLUSIONS

LOAN NUMBER TOTAL AMOUNT TO | TOTAL AMOUNT TO | OVERAGE

BE PAID UNDER|BE PAID UNDER

ORIGINAL LOAN | “AMENDED” LOAN

AGREEMENT AGREEMENT ,
11969-0120863 $1,321.92 $1,626.71 $304.79
11969-0117530 $1,819.80 $2,233.10 $413.30
11969-0119283 $1,819.80 $2,233.10 $413.30
11969-0116208 $1,689.14 $2,078.57 $385.43
11969-0116948 $3,500.21 $4,281.00 $780.79

Titlemax must comply

Amended Agreement owe niore money €ompare
Thus, Titlemax’s Amended Agreement violates N

Management’s response: Ms. Sar
to the Financial Institution Divist

FEDERAL

No violations of Federal laws were

with NRS 604A.445 (3) and NRS 604
d to the original

be considered a full compliance examination relative to Federal statutes.

SUMMARY

Fach licensee, upon completion of an exam
“{nsatisfactory,” based primatily on comp
perceived capability of wanagement to achieve an

at this examination is “Needs Improvement.”

A rating of “Needs Improvement”
demonstrated less than satisfactory compli
with applicable state and federal laws an
licensee and management will be required to respond in wrifing to
dures that have been initiated for the correc
by the examiner pursuant to state and federal laws and regulations.

days providing the proce
noted in the report made

ance, or in
d regulations and that regulatory
the repott of examination within 30
tion of the violations and deficiencies

A.210. Customers who enter into the
loan with its fully amorlized payments.
RS 604A.445 (3) and NRS 604A.210. '

-ah C. Poff, Director of Compliance, stated that a response will be sent
on once the report of examination is received,

noted during the examination. However, this examination should not

ination, is rated “Satisfactory,” “Needs Improvement,” Or
fiance with applicable statutes and regulations and the
d maintain such compliance. The rating of the licensee

indicates that the licensee and the management of the licensee have
stances and situations involving a lack of compliance

supervision is required. The
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CHAPTER 604A
REPORT OF EXAMINATION

TITLEMAX OF NEVADA, INC.
DBA: TITLEMAX
7615 S. RAINBOW BLVD. STE. 100
LAS VEGAS, NV 89139
WWW.TITLEMAX.COM "

Framinedasof: | August 31,2014
| Examination Closed: | December 18,2014
- |‘Examination Number: | 65307

| Eﬁamiﬁer -In- j}@h-a;:gg: Christian Yanez:f‘
_ “Exaijination Started: | Augpst 06,2014 7 ...
o Total Exam Hours; . ] 11.00 el

The information contained in this report is based on the books and' records: of the licensee as licensed
under NRS 604A, on statements made to the examiner by the directors, officers, and employees, and on
information obtained from other sources believed to- be reliable and presumed. by the examiner to be
correct. It is emphasized that this report is a report of examination, and not an audit of the licensee, and
should not be construed as such. This report of examination does not replace nor relieve the principals of

their resporisibility for performing or providing for adequate audits of the business.

This copy of the report is the property of the Department of Business and Industry of the State of Nevada,
and is furnished to the licensee for its confidential nse. Under no circumstances shall the licensee, or any
of its directors, officers, or employees disclose in any manner the report or any portion thereof to any
person or organization not officiaily connected with the licensee as officer, director, attorney, or auditor
unless otherwise directed. Shonld any legal process document be served calling for the surrender of this
report or any portion thereof, the Commissioner of the Financial Institutions Division shall be notified
immediately. ’

Each principal has the responsibility to review the contents of this report.

State of Nevada
Department of Bugiiges

fadustry, Financial Institutions Division
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION ‘
The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 7615 S. Rainbow Blvd.,

Ste, 100 Las Vegas, NV 89139 commenced on August 6, 2014. This business location currently holds a
Nevada Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial Institutions
Division (FID). The licensee has been granted approval to initiate Title Loans in accordance with
applicable statutes and regulations.

The licensee’s website www.titlemax.com is used as the main source of information for different products
and services that TitleMax offers. Customers have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the customer is referred to one of the stores to complete the
loan process.

The licensee currently offers the 120 day loan which allows the customer to make installment payments.

TitleMax currently has 40 locations in the state of Nevada. All the locations were visited during the
process of this examination.

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS 604A and NAC 604A.
The examination consisted of a review of the following: active loans, paid-off loans, delinquent loans,
loans that are in the repayment plan and declined loans, surety bonding requirement, completion of the
manager’s and statutory compliance questionnaires, and a review of the company’s policies and
procedures and forms used in the operation of the business. Emphasis was placed on compliance with
state regulations as well as federal regulations such as the Truth in Lending Act (Regulation Z) and the
Equal Credit Opportunity Act (Regulation B).

Annual Report i

The annual report of operations is due to the Financial Institutions Division by April 15th each year. The
annual report of operations for year ending 2013 was received on April 8", 2014 which is in accordance
with NRS 604A.750.

Surety Bond

The Surety Bond appears to be sufficient. It is currently posted at $265,000.00 under Bond Number
60088894 with Capitol Indemnity Corporation and is due for renewal on February 15, 2014 The licensee
is in compliance with NRS 604A.610.

Internal / External Review
Titlernax did not submit any internal or external reviews. Internal or external reviews were not part of the

scope of the current examination.
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EXAMINATION COMMENTS AND CONCLUSIONS

Financial Audit/ CPA
The CPA of the Financial Institutions Division performed an analysis of key financial figures for the

fiscal year ending December 31, 2013, which were included in the 2013 Annual Report of Operations. No
areas of concern were noted. |

Internal Routine and Control ‘ -
The licensee uses CashWise Financial Services Software for its loan operations. Title loan underwriting

process includes:

» Loan application form

+ Income and obligations

Government issued photo identification

Valid phone number

Title of the vehicle

Proof of insurance

Curtent registration

Affidavit stating the customer’s ability to repay the loan

During the previous examination the licensee was offering 30 day title loans. On January 28, 2014 the
licensee sent a letter to the Financial Institutions Division stating that TitleMax is going to stop offering
the 30 day title loans and start offering the 210 day title loans.

During the on-site visitation of current examination is was discovered that TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day title loan is cumently being offered in all
TitleMax locations in the State of Nevada.

The 210 day product mirrors NRS 604A.445 (3):

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and interest
payable on the loan;

(¢} The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

The Hcensee also implemented “Grace Period Payments Deferment Agreement.” During the onsite
visitations of store locations it was observed employees are pre-printing this grace period agreement and
putting it in customer’s files. The employees are also encouraging the customers to enter info this grace
period agreement. The employees are provided the following statement to read to customers:
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EXAMINATION COMMENTS AND CONCLUSIONS

“TMX Employee:

Great! Your contract states that you have 7 payments of <Amortized Loan Payments> which are for every
30 days starting on < Due Date>. By making this payment of time, your loan will be paid in full when °
you make the final payment. However, for your convenience, you can also make a minimum payment of
<Minimum Payment to Extend> during this time. Any principal left at the end of the term will be placed
on a 0% payment plan for an additional seven months. Do you have any questions?”

This agreement consists of separating the interest and principal from the original amortized schedule
payments and prolonging the payment of principal until the full interest is paid. This agreement has a
schedule of 14 payments which for the first seven payment the customer pays only interest. For the
remaining seven payments the customer pays the principal. The total amount paid under this agreement is
higher from the original amortized payments scheduled under the original loan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with
604A.445(3).

Training

TitleMax provides fraining upon hire and annually thereafter. All employees are required to complete
refresher courses on-line and as needed. The Compliance Department has the responsibility of overseeing
that all training materials arc up to date with any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location where the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
According to the managers questionnaire, it is the licensee’s policy to maintain all records for five years
which is in compliance with NRS604A.700 and NAC 604A.200.

Collection Agency Utilized by the Licensee

As of the examination date, the licensee does not utilize the services of a third party collection agency.
The internal collection process consists of sending letters and making phone calls to delinquent customers
by TitleMax’s collection depariment.
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EXAMINATION COMMENTS AND CONCLUSIONS

¥DCPA
TitleMax employees are required to be certified on an annually basis. All collection employees are

required a minimum score of 80% to obtain the FDCPA certification. The store managers monitor all
contact with debtors to assure that policy and produces are followed by all employees.

FinCen Registration
TifleMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;

as such, the licensee is not registered with FinCEN as a Money Service Business.

Complaints Filed Since the Previous Examination
The Financial Institutions Division complaint database was verified and indicates that as of QOctober 14,

2014 there were three complaints filed against TitleMax since the previous examination. TitleMax
responded to the complaints in a timely manner.

Total Sample Size
[AS of Exam Date | August 16,2013 i
- . Poptilation Sample Sizé * Penetration

LOAN TYPES: |- N
Agtive Loans 224 10 4.46%
Delinquent Loans 104 5 4.81%
Closed Loans l 14 5 35.71%
Deglined Loans 4 4 100.00%
Total Loans= - 346 24 .94%

All of the loan samples were chosen randomly by the examiner. As of the examination date, the licensee
had:
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EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who males title loans shall not:

2. Make a title loan without regard to the ability of the customer seeking the title loan to repay the
title loan, including the customer’s current and expected income, obligations and employment.

During the previous examination the licensee was found 1o be underwriting title loans in excess of the
customer’s disclosed income and obligations. There was no regard given to the customer’s ability to repay
the loan. This will be cited as a repeat violation. Please refer to the current violation section for more
details.

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensec shall not: .
{a) Require or accept a guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1 “Title loan” means a loan made to a customer pursuant to a Joan agreement which, under its
original terms '

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the title to a vehicle Jegally owned by the customer to the licensee or 'any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “fitle” defined. “Tifle to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vchicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
listed on the title of the vehicle, This violation will be cited as a repeat violation. Please refer to the
current violation section for more details.

NRS 604A.410 Written loan agreement required; contents

2. The loan agreement must include, without limitation, the following information:

¢) The date and amount of the loan, amoun{ financed, annual percentage rate, finance charge, total
of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given fo the fee and regardless of whether the fee is required to be included in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous examination, the licensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
licensee has stopped offering the 30 day title loans. The new product 210 day title loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 Translation of documents written in language other than English.

3. A document franslated pursuant to this section must be:

(a) Translated by an interpreter who is:

(1) Certified by the Court Administrator in accordance with the provisions of NRS 1.510 and
regulations adopted pursuant thereto; or NAC 604A.200 Mainfenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

(2) Approved in writing by the Division.

(b) Accompanied by a certificate issued by the interpreter.

f)un'ng the previous examination, the licensee did not provide a copy of the Certified Court Interpreter in
the State of Nevada, During the current exarnination the licensee was able to provide a copy of the
Certified Court Interpreter for the State of Nevada. Therefore, this violation is deemed rectified.

' NAC 604A.200 Maintenance of books and records.
1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, ook, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State.
2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

During the previous examination, the licensee was unable to provide all the records requested by the
examiner in charge. During the current examination the licensee was able to provide all the records
requested. Therefore, this violation is deemed rectified.

NRS 604A.410 Written loan agreement required; contents.

1. Before making any loan to a customer, a licensee shall provide to the customer a written loan
agreement which may be kept by the customer and which must be written in:

(a) English, if the transaction is conducted in English; or

(b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensee was found to be using loan agreement written in English
and receipts written in Spanish. During the current examination there was no evidence of such. Therefore,
this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment plan

2. If the licensee intends to commence any civil action or process of alternative dispute resolution
or repossess a vehicle in an effort to collect a defaulted loan, the licensee shall deliver to the
customer, not later than 15 days after the date of default, or not later than 5 days after a check is
not paid upon presentment or an electronic transfer of money fails, whichever is later, written
notice of the opportunity to enter into a repayment plan, The written notice must:

(a) Be in English, if the initial transaction was conducted in English, or in Spanish, if the initial
tramsaction was conducted in Spanish.

During the previous examination the licensee had a repayment plan offer in English and the receipt was
issued in Spanish. During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate languages. Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; caleulation of amount financed,
annual percentage rate and finance charge.
2. For the purposes of this chapter, proper calculation of the amount financed, annual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z. '

During the previous examination the licensee was found understating the APR. During the current
examination there was no evidence of such. Thérefore, the violation is deemed rectified.

EXIT MEETING

The exit meeting was held telephonically on December 18, 2014. The licensee was represented by Carrie
E. Carbone, SVP of Compliance and Product General Counsel, Victoria Newman, Compliance and
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attomey, Andrea Bruce, Examiner.
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EXAMINATION COMMENTS AND CON CLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION
NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and custemer’s

ability to repay loan. A licensee who makes title loans shall not:
2. Malke a title loan without regard to the ability of the customer seeking the title loan to
repay the title loan, including the customer’s current and expected income, obligations and

employment.

The title loans itemized below were underwritten in excess of the customer’s disclosed income and
obligations, therefore, there was no regard given to the customer’s ability to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan
Total
Amount
Stated Stated of Amount
Borrower’s Name Loax Number | Term | Income Obligations | Loan(s) Over |

Roy Kimble 10369-0104168 30 day | $2,400.00 | $1,605.00 $1,462.38 | $757.38
William Sigafoos 10369-0104533 30 day | $2,028.00 { $700.00 $1,747.52 | $410.52
Christos Alafoyiannis | 10369-0100290 30 day | $3,500.00 | $1,500.00 $2,922.95 | $922.95
Sonji McTear 10369-0095355 30 day | $2,900.00 | $1,275.00 $1,871.84 | $246.84
Kristi Lebeouf 10369-0102952 30 day | $2,112.00 | $300.00 $3,472.70 | $1,660.70
Janice Meadows 10369-0067030 30 day | $1,320.00 | $250.00 $2,315.73 | $1,285.73

Management’s response:
to the Financial Institution

Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
Division once the report of examination is received.

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneous acts,

1. A licensee shall not:
(a) Reguire or accept a gnarantor to a transaction entered into with a customer.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the fitle to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
cerfificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the current examination, the licensee provided a policy which states the following:

“The primary borrower must be on the title; however if there is a co-borrower (on the title or not), he
must sign the Application and Contract.”

During the stores visits, the examiner in charge found several files where the co-borrower was not in the
vehicle title. In some instances the co-borrower had a different address and different last name.

Managentent’s response: Ms.. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.
Notwithstanding any other provision of this chapter to the contrary:

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and
interest payable on the loan;

(¢) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does mot prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a Jicensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not chiarge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Titlemax implemented a 210 day title loan product that mirrored NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complies with
NRS 604A.445(3). The examination also showed that Titlemax markets and offers an amendment to the
original Joan agreement that violates NRS 604A.445 (3) and NRS 604A.210.
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EXAMINATION COMMENTS AND CONCLUSIONS

Onsite visits to Titlemax locations and conversations with store employees showed that Titlemax
routinely offers an amendment to the original loan agreement called the “Grace Period Payments
Deferment Agreement” (hereinafter, the “Amended Agreement”). '

Regarding the marketing of the Amended Agreement by store employecs, onsite store visits showed that
employees Toutinely encourage customers to enter into the Amended Agreement. The employees are
trained to encourage customers fo participate in the Amended Agreement as soon as the original
agreement is issued, and not wait until the loan is in default status. Pre-printed amended agreements were
found in customers’ files during the onsite store Visits.

Moreover, management issued the below marketing statement with the instruction that employees should
encourage customers to enter into the Amended Agreement. The marketing statement provides:

«your contract states that you have 7 payments of <Amortized Loan Payments> which are
for every 30 days starting on < Due Date>, By making this payment on time, your loan will
be paid in full when you make the final payment. However, for your convenience, you can
also make a minimum payment of <Minimum Payment to Extend> during this time. Any
principal left at the end of the term will be placed on a 0% payment plan for an additional
seven months. Do you have any questions?”

The marketing statement emphasizes lower payments. But, in fact, under the Amended Agreement, the
total amount owed by the customer is more than the total amount owed under the original loan agreement,

as further detailed below.
The text of the Amended Agreement provides:

“Recause this is only an amendment and modification of the loan agreement in which we
are only modifying and deferring your payments under the Title Loan Agreement, you
acknowledge and agree that all of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury trial and arbitration provision
remain in foll force and effect.”

This statement shows an intent to avoid compliance with NRS 604A.445(3).

Under the original loen agreement the customer makes seven fully amortized payments (210 days) to pay
the loan off without a balloon payment at the end, thereby complying with all provisions of NRS
604A.445(3). But, under the Amended Agreement, the customer makes 14 payments (390 days), the first
seven payments are only interest and last seven payments are principal. Thus, Amended Agreement
separates interest and principal from the original amortized schedule of payments, and thereby prolongs
the payment of principal until the full interest is paid.

For an example of how custopers owe more under the Amended Agreement compared to the original
agreement, please see below:
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EXAMINATION COMMENTS AND CONCLUSIONS

LOAN NUMBER TOTAL AMOUNT TO | TOTAL AMOUNT TO | OVERAGE
BE PAID UNDER|BE PAID UNDER
ORIGINAL LOAN | “AMENDED” LOAN
AGREEMENT AGREEMENT
10369-0119687 $2,711.85 $3,327.15 $2,005.69
10369-0116024 $10,424.89 $12,420.50 $1,995.61
10369-0119862 $1,631.85 $1,979.30 $347.45

Titlemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customers who enter into the
Amended Agreement owe more money compared to the original loan with its fully amortized payments.
Thus, Titlemax’s Amended Agreement violates NRS 604A.445 (3) and NRS 604A.210.

Management’s response: Ms. Sarah C. Poff, Divector of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

FEDERAL

No violations of Federal laws were noted during the examination. However, this examination should not
be considered a full compliance examination relative to Federal statutes.

SUMMARY

Bach licensee, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
“Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensee
at this examination is “Needs Improvement.”

A rating of “Needs Improvement” indicales that the licensce and the management of the licensee have
demonstrated less than satisfactory compliance, or instances and situations involving a lack of compliance
with applicable state and federal laws and regulations and that regulatory supervision is required. The
licensee and management will be required to respond in writing to the report of examination within 30
days providing the procedures that have been initiated for the correction of the violations and deficiencies
noted in the report made by the examiner pursuant to state and federal laws and regulations.
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information obtained from other sources belicved to be reliable and presured by the examiner to be .
correct. It is emphasized that this report is a report of examination, and not an audit of the licensee, and..
should not be construed as such. This report of examination does not replace nor relieve the principals of
their responsibility for performing or providing for adequate audits of the business. '

This copy of the report is the property of the Department of Business and Industry of the State of Nevada,
and is furnished to the licensee for its confidential use. nder no circumstances shall the licensee, or any
of its directors, officers, or employees disclose in any manner the report or any portion thereof to any
person or organization not officially connected with the licensee as officer, director, attorney, or auditor
unless otherwise directed. Should any legal process document be served calting for the surrender of this

report or any portion thereof, the Commissioner of the Financial Institutions Division shall be notified
immediately.

Each principal has the responsibility to review the contents of this report.

State of Nevada )
Department of Business and-Industry, Financial Institutions Division -

Ch:istiah Yanez

Examiner In Charge | APP 010710

ROA 0@944.600001




EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION :
The anmna! examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 3220 S. Virginia St.,
Reno, NV 89502 commenced on August 6, 2014. This business location currently holds a Nevada
Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial Institutions
Division (FID). The licensee has been granted approval to initiate Title Loans in accordance with
applicable statutes and regulations.

The licensee’s website www titlemax.com is used as the main source of information for different products
and services that TitleMax offers. Customers have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the customer is referred to one of the stores to complete the
loan process.

* The licensee currently offers the 120 day loan which allows the customer to make installment payments.

TifleMax currently has 40 locations in the state of Nevada, All the locations were visited during the
process of this examination,

SCOPE OF EXAMINATION

. The primary purpose of the examination was to determine compliance with NRS 604A and NAC 604A.
The examination consisted of a review of the following: active loans, paid-off loans, delinquent loans,
loans that are in the repayment plan and declined loans, surety bonding requirement, completion of the
manager’s and statutory compliance questionnaires, and a review of the company’s policies and
procedures and forms used in the operation of the business. Emphasis was placed on compliance with
state regulations as well as federal regulations such as the Truth in Lending Act (Regulation 7) and the
Equal Credit Opportunity Act (Regulation B).

Annpual Report :

The annual report of operations is due to the Financial Institutions Division by April 15th cach year. The
annual report of operations for year ending 2013 was received on April 8%, 2014 which is in accordance
with NRS 604A.750.

Surety Bond

The Surety Bond appears to be sufficient. It is currently posted at $265,000.00 under Bond Numbet
60088894 with Capitol Indemnity Corporation and is due for renewal on February 15, 2014. The licensee
is in compliance with NRS 604A.610.

Internal / External Review
Titlemax did not submit any internal or external reviews. Interal or external reviews were not part of the
scope of the current examination.

REPORT OF EXAMINATION
STATE OF NEVADA

D et e DIVEION APP 010711
ROA GQBAs!- o002




EXAMINATION COMMENTS AND CONCLUSIONS

Financia! Audit / CPA
The CPA of the Fmancial Instimitions Division performed an analysis of key financial figures for the
fiscal year ending December 31, 2013, which were included in the 2013 Annual Report of Operations. No

areas of concern were noted.

Internal Routine and Control
The licensee uses CashWise Financial Services Software for its loan operations. Title loan underwriting

process includes:

e Loan application form

» Income and obligations

e Government issued photo identification

s Valid phone mimber

» Title of the vehicle

o Proof of insurance

e Current registration

o  Affidavit stating the customer’s ability to repay the loan

During the previous examination the licensee was offering 30 day title loans. On January 28, 2014 the
licensee sent a letter to the Financial Institutions Division stating that TitleMax is going to stop offering
the 30 day title loans and start offering the 210 day title loans,

During the on-site visitation of current examination is was discovered ibat TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day fitle loan is currently being offered in all
TitleMax locations in the State of Nevada.

The 210 day product mirrors NRS 604A.445 (3

3. 'The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and interest
payable on the loan;

(c) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind,

The licensee also implemented “Grace Period Payments Deferment Agreement,” During the onsite
visitations of store locations it was observed employees are pre-printing this grace period agreement and
puiting it in customer’s files. The employees are also encouraging the customers to enter into this grace
period agreement. The employees are provided the following statement to read to customers:
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EXAMINATION COMMENTS AND CONCLUSIONS

“TMX Employee:

Great! Your contract states that you have 7 payments of <Amortized Loan Payments> which are for every
30 days starting on < Due Date>. By making this payment on time, your Joan will be paid in full when
you make the final payment. However, for your convenience, you can also malke a minimum payment of
<Minimum Payment to Extend> during this time. Any principal left at the end of the term will be placed
on a 0% payment plan for an additional seven months. Do you have any questions?”

This agreement consists of separating the interest and princip'al from the original amortized schedule
payments and prolonging the payment of principal uniil the {ull interest is paid. This agreement has a
schedule of 14 payments which for the first seven payment the customer pays only interest. For the
remaining seven payments the customer pays the principal. The total amount paid under this agreement is
higher from the original amortized payments scheduled under the original loan agreement. *

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with
604A.445(3).

Training

TitleMax provides training upon hire and annually thereafter. All employees are required to complete
refresher courses on-line and as needed. The Compliance Department has the responsibility of overseeing
that al] training materials are up to date with any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The, contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location where the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
According to the managers questionnaire, it is the licensee’s policy to maintain all records for five years
which is in compliance with NRS604A.700 and NAC 604A.200.

Collection Agency Utilized by the Licensee

As of the examination date, the licensee docs not utilize the services of a third party collection agency.
The internal collection process consists of sending letters and making phone calls to delinquent customers
by TitleMax’s collection department.
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EXAMINATION COMMENTS AND CONCLUSIONS

FDCPA
TifleMax employces are required to be certified on an ammually basis, All collection employees are

required a minimum ScOre of 80% to obtain the FDCPA certification. The store managers monitor all
comtact with debtots to assure that policy and produces are followed by all employees.

FinCen Registration
TitleMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;
as such, the licensee is not registered with FinCEN as a Money Service Business.

Complaints Filed Since the Previous Examination
The Financial Institutions Division complaint database was verified and indicates that as of October 14,

2014 there were three complaints filed against TifleMax since the previous examination. TitdeMax
responded to the complaints in a timely manner.

Total Sample Size
[Asof Exam Date | August 31,2014 _ |
Population Sample Size Penetration

LOAN TYPES: ' _

Active Loans 381 10 2.62%
Delinguent Loans 208 4 1.92%
Closed Loans 15 5 33.33%
Declined Loans 3 3 100.00%
Total Loans = f 607 22 3.62%

All of the loan samples were chosen randomly by the examiner. As of the examination date, the licensee
had:
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EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title Ioans shall not:

2. Make a title loan without regard to the ability of the customer seeking the title loan to repay the
title loan, including the customer’s current and expected income, obligations and employment.

During the previous examination the licensec was found to be underwriting title loans in excess of the
customer’s disclosed income and obligations. There was no regard given to the customer’s ability to repay
the loan. This will be cited as a repeat violation. Please refer to the current violation section for more
details.

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not: .
(a) Require or accept a gnarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means 2 loan made to a customer pursuant to a loan agreement which, under its
original terms ' '

(b) Requires the cnstomer to secure the loan by either: .

(1} Giving possession of the title t6 a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “fitle” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
listed on the title of the vehicle. This violation will be cited as a repeat violation, Please refer to the
current violation section for more details.

NRS 604A.410 Written loan agreement required; contents

2. The loan agreement must include, without limitation, the following information:

¢) The date and amount of the loan, amount financed, annual percentage rate, finance charge, total
-of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given to the fee and regardless of whether the fee is required to be included in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous examination, the licensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
licensee has stopped offering the 30 day title loans. The new product 210 day title loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 Translation of documents written in language other than English.

2. A document translated pursuant to this section must be:

(a) Translated by an interpreter who is:

(1) Certified by the Court Administrator in accordance with the provisions of NRS 1.510 and
regulations adopted pursuant thereto; or NAC 604A.200 Maintenance of books and records,

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written o electronic record or ofher document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

(2) Approved in writing by the Division.

(b} Accompanied by a certificate issued by the interpreter.

During the previous examination, the licensee did not provide a copy of the Certified Court Interpreter in
the State of Nevada. During the current examination the licensee was able to provide a copy of the
Certified Court Interpreter for the State of Nevada. Therefore, this violation is deemed rectified.

NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, boolk, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State. '

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of

business in this State designated by the licensee.

During the previous examination, the licensee was unable to provide all the records requested by the
examiner in charge. During the current exarnination the licensee was able to provide all the records
requested. Therefore, this violation is deemed rectified.

NRS 604A.410 Written loan agreement required; contents.

1. Before making any loan to a customer, 2 licensee shall provide to the customer a written loan
agreement which may be kept by the customer and which must be written in:

(a) English, if the transaction is conducted in English; or

(b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensee was found to be using loan agreement written in English
and receipts written in Spanish. During the current examination there was no evidence of such. Therefore,
this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment pian

3. If the licensee intends to commence any civil action or process of alternative dispute resolution
or repossess a vehicle in an effort to coliect a defaulted loan, the licensee shall deliver to the
customer, not later than 15 days after the date of default, or not later than 5 days after a check is
not paid upon presentment or an electronic transfer of money fails, whichever is later, written
notice of the opportunity to enter into a repayment plan. The written notice must:

(a) Be in English, if the initial transaction was conducted in English, or in Spanish, if the initial
transaction was conducted in Spanish.

During the previous examination the licensee had a repayment plan offer in English and the receipt was
issued in Spanish. During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate languages. ‘Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; calculation of amount financed,
annual percentage rate and finance charge. ‘

2. For the purposes of this chapter, proper calculation of the amount financed, annual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z. '

During the previous examination the licensee was found understating the APR. During the current
examination there was no evidence of such. Therefore, the violation is deemed rectified.

EXIT MEETING

The exit meeting was held telephonically on December 18, 2014. The licensee was represented by Carrie
E. Carbone, SVP of Compliance and Product General Counsel, Victoria Newrman, Compliance and
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sckhon, Supervisory Examiner,
Christopher Eccles, Attomey, Andrea Bruce, Examiner.
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION
NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not:
2. Make a title loan without regard to the ability of the customer seeking the title loan to
repay the title loan, including the customer’s current and expected income, obligations and

employment.

The title loans itemized below were underwritten in excess of the customer’s disclosed income and
cbligations, therefore, there was no regard given to the customer’s ahility to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan
Total
Amount
. Stated | Stated of Amount
Borrower’s Name Loan Number Term | Imcome | Obligations | Loan(s) Over
Dustin Ardine 13069-0092813 30 day | $1,600.00 | $800.00 $1,427.28 | $627.28
Paul Ewing 13069-0102386 30 day | $4,300.00 | $3,500.00 $1,778.25 | $978.25

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneouns acts.

1. A licensee shall not: .
(2) Require or accept a guarantor to a transaction entered into with a castomer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the ftitle to a vehicle legally owned by the customer fo the licensee or any
agent, affiliate or subsidiary of the licensee.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the cwrent examination, the licensee provided a policy which states the following:

“The primary borrower must be on the title; however if there is a co-borrower (on the title or not), he
must sign the Application and Contract.™

During the stores visiis, the examiner in charge found several files where the co-borrower was not in the
vehicle title. In some instances the co-borrower had a different address and different last name.

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
1o the Financial Institution Division once the report of examination is received.

NRS 604A.445 'Title loans: Restrictions on duratjon of loan and periods of extension.
Notwithstanding any other provision of this chapter to the contrary:

3, The original term of a title loan may be up to 210 days if:

(2) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and
interest payable on the loan;

(¢) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a custormer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Titlemax implemented a 210 day title loan product that mirrored NRS
604A.445 (3). The current examination showed that Tiflemax’s original loan agreement complies with
NRS 604A.445(3). The examination also showed that T itlemax markets and offers an amendment to the
original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210.

Onsite visits to Titlemax locations and conversations with store employees showed that Titlemax
routinely offers an amendment to the original loan agreement called the “Grace Period Payments
Deferment Agreement” (hereinafter, the “Amended Agreement”}.

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customers to enter into the Amended Agreement. The employees are
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EXAMINATION COMMENTS AND CONCLUSIONS

trained to encourage customers to participate in the Amended Agreement as soon as the original
agreement is issued, and not wait until the loan is in default status. Pre-printed amended agreements werc
found if customers’ files during the onsite store visits.

Moreover, management issued the below marketing statement with the instruction that employees should
encourage customers to enter into the Amended Agreement. The marketing statement provides:

“Your contract states that you have 7 payments of <Amortized Loan Payments> which are
for every 30 days starting on < Due Date>. By making this payment on time, your loan will
be paid in full when you make the final payment. However, for your convenience, you can
also make a minjmum payment of <Minimum Payment to Extend> during this time. Any
principal left at the end of the term will be placed on a 0% payment plan for an additional
seven months. Do you have any questions?”

The marketing statement emphasizes lower payme_nts. But, in fact, under the Amended Agreement, the
total amount owed by the customer is more than the total amount owed under the original loan agreement,
as further detailed below.

The text of the Amended Agreement provides: -

“Because this is only an amendment and-modification of the. loan agreement in which we
are only modifying and deferring your ‘payments under the Title Loan Agreement, you
acknowledge and agree that all of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury trial and arbitration provision
remain in full force and effect.”

This statement shows an intent to avoid compliance with NRS 604A.445(3).

Under the original loan agreement the customer makes seven fully amortized payments (210 days) to pay
the loan off without a balloon payment at the end, thereby complying with all provisions of NRS
604A.445(3). But, under the Amended Agreement, the customer makes 14 payments (390 days), the first
seven payments are only interest and last seven paymenls are principal. Thus, Amended Agreement
separates interest and principal from the original amortized schedule of payments, and thereby prolongs
the payment of principal until the full interest is paid.

For an example of how customers owe more under the Amended Agreement compared to the original
agreement, please see below: '

LOAN NUMBER TOTAL AMOUNT TO | TOTAL AMOUNT TO | OVERAGE
BE PAID UNDER |BE PAID UNDER
ORIGINAL LOAN | “AMENDED” LOAN
AGREEMENT AGREEMENT
13069-0120146 $3,296.36 $3,998.20 $701.84
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EXAMINATION COMMENTS AND CONCLUSIONS

Titlemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customers who enter into the
Amended Agreement owe more money compared to the original loan with its fully amortized payments.
Thus, Titlemax’s Amended Agreement violates NRS 604A.445 (3) and NRS 604A.210.

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report af examination is received.

FEDERAL

No violations of Fedaral laws were noted during the examination. However, this cxamination should not
be considered a full compliance examination relative to Federal statutes.

SUMMARY

Each- licensee, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
“Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensee
at this examination is “Needs Improvement.”

A rating of “Needs Improvement” indicates that the licensee and the management of the licensce have
demonstrated less than satisfactory compliance, or instances and situations involving a lack of compliance
with applicable state and federal laws and regulations and that regulatory supervision is required. The
licensee and management will be required to respond in writing to the report of examination within 30
days providing the procedures that have been initiated for the correction of the violaiions and deficiencies
noted in the report made by the examiner pursuant to state and federal laws and regulations.
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 900 West 5t St Ste.
Reno, NV 89503 commenced on August 6, 2014. This business location curtently holds a Nevada
Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial Institutions

Division (FID). The licensee has been granted approval to initiate Title Loans in accordance with
applicable statutes and regulations.

The licensec’s website www titlemax.com is used as the main source of information for different products
and services that TitleMax offers. Customers have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the customer is referred to one of the stores to complete the
loan process.

The licensee currently offers the 120 day Joan which allows the customer to make installment payments.

TitleMax currently has 40 locations in the state of Nevada. All the locations were visited during the
process of this examination.

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS 604A and NAC 604A.
The examination consisted of a review of the following: active loans, paid-oft loans, delinquent loans;
loans that are in the repayment plan and declined loans, surety bonding requirement, completion of the
manager’s and statatory cempliance guestionnaires, and a review of fhe company’s policies and
procedures and foris used in {he operation of the business. Emphasis was placed on compliance with
state regulations as well as federal regulations such as the Troth in Lending Act (Regulation Z) and the
Equal Credit Opportunity Act (Regulation B).

Annual Report

The annual report of operations is due to the Financial Tnsfitutions Division by April 15th each year. The
annual report of operations for year ending 2013 was received on April 80, 2014 which is in accordance
with NRS 604A.750.

Surety Bond

The Surety Bond appears to be sufficient. It is cwrently posted at $265,000.00 under Bond Number
60088894 with Capitol Indemnity Corporation and is due for renewal on Febroary 15, 2014. The licensee
is in compliance with NRS 604A.6 10. '

Internal / External Review
Titlemax did not submit any internal or external reviews. Intemal or external reviews were not part of the
scope of the current examination. T T T S
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EXAMINATION COMMENTS AND CONCLUSIONS

Financial Audit / CPA
The CPA of the Financial Institutions Division performed an analysis of key financial figures for the

fiscal year ending December 31, 2013, which were included in the 2013 Annual Report of Operations. No
areas of concern were noted.

Internal Routine and Control
The licensee uses CashWise Financial Services Software for its loan operations. Title loan underwriting

process includes:

e Loan application form

» Income and obligations

Government issued photo identification

Valid phone number

Title of the vehicle -

Proof of insurance

Current registration

Affidavit stating the customer’s ability to repay the loan

During the previous examination the licensee was offering 30 day title loans. On January 28, 2014 the
licensee sent a letter to the Financial Institutions Division stating that TitleMax is going to stop offering
the 30 day title loans and start offering the 210 day title loans.

During the on-site visitation of current examination is was discovered that TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day title loan is currently being offered in ail
TitleMax locations in the State of Nevada.

The 210 day product mirrors NRS 604A.445 (3):

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in instaliments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and interest
payable on the loan;

(c) .The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

The licensee also implemented “Grace Period Payments Deferment Agreement.” During the onsite
visitations of store locations it was observed employees are pre-printing this grace period agreement and
putting it in customer’s files. The employces are also encouraging the customers to enter into this grace
period agreement. The employees are provided the following statement to read to customers:
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EXAMINATION COMMENTS AND CONCLUSIONS

“TMX Employee:

Great! Your contract states that you have 7 payments of <Amortized Loan Payments> which are for every
30 days starting on < Due Date>. By making this payment ¢n time, your loan will be paid in full when
you make the final payment. However, for your convenience, you can also make a mininm payment of
<Minimum Payment to Extend> during this time. Any principal left at the end of the term will be placed
on a 0% payment plan for an additional seven months. Do you have any questions?”’

This agreement consists of separating the interest and principal from the original amortized schedule
payments and prolonging the payment of principal until the full interest is paid. This agreement has a
schedule of 14 payments which for the first seven payment the customer pays only interest. For the
remaining seven payments the customer pays the principal. The total amount paid under this agreement 1s
higher from the original amortized payments scheduled under the original {oan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with
604A.445(3).

Training

TitleMax provides training upon hire and annually thereafter. All employees are required to complete
refresher courses on-line and as needed. The Compliance Department has the responsibility of overseeing
that all training materials are up to date with any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A license is displayed conspicuously by the
Jicensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location where the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
According to the managers questionnaire, it is the licensee’s policy to maintain all records for five years
which is in compliance with NRS604A.700 and NAC 604A.200.

Collection Agency Utilized by the Licensee

As of the examination date, the licensee does not utilize the services of a third party collection agency.
The internal collection process consists of sending letters and making phone calls to delingnent customers
by TitleMax’s coliection department. :
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EXAMINATION COMMENTS AND CONCLUSIONS

FDCPA
TitleMax employees are required to be certified on an annually basis. All collection employees are

required a minimum score of 80% to obtain the FDCPA certification. The store managers monitor all
contact with debtors to assure that policy and produces are followed by all employees.

FinCen Registration
TitleMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;

as such, the licensee is not registered with FinCEN as 2 Money Service Business.

Complaints Filed Since the Previous Examination
The Financial Institutions Division complaint database was verified and indicates that as of October 14,

2014 there were three complaints filed against TitleMax since the previous examination. TitleMax
responded to the complaints in a timely manner.

Total Sample Size

iAs of Exam Date | August 31, 2014 i
) Population Sample Size Penetration

LOAN TYPES: .

Active Loans 107 10 9.35%
Delinquent Loans 17 ] 29.41%
Closed Loans 12 ) 5 41.67%
Dechined Loans 21 2 100.00%
Total Loaus = 138 22 - 15.94%

All of the loan samples were chosen randomly by the examiner. As of the examination date, the licensee
had:
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EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Tiile loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not:

2. Make a title loan without regard to the ability of the customer seeking the iitle loan to repay the
title loan, including the customer’s current and expeeted income, obligations and employment.

During the previous examination the licensee was found to be underwriting title loans in excess of the
customer’s disclosed income and obligations. There was no regard given to the customer’s ability to repay
the Joan. This will be cited as a Tepeat violation. Please refer to the current violation section for more
details.

NAC 604A.230 Prohibited acts.: Miscellaneous acts.

1. A licensee shall not:
(a) Require or accept a guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the fitle to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
listed on the title of the vehicle. This violation will be cited as a repeat violation. Please refer to the
current violation section for more details.

NRS 604A.410 Written loan agreement required; contents

2. The loan agreement must include, without limitation, the following information:

¢) The date and amount of the loan, amount financed, annual percentage rate, finance charge, total
of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given to the fee and regardless of whether the fee is required to be included in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous examination, the licensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
Jicensee has stopped offering the 30 day title loans. The new product 210 day title loan offered by the
licensee does not allow any extensions., Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 Translation of documents written in Janguage other than English.

2. A document translated pursuant to this section must be:

(2) Translated by an interpreter who is:

(1) Certified by the Court Administrator in accordance with the provisions of NRS 1.510 and
regulations adopted pursuant thereto; or NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

(2) Approved in writing by the Division.

(b) Accompanied by a cerfificate issued by the interpreter.

During the previous examination, the licensee did not provide a c;)py of the Certified Court Interpreter in
fhe State of Nevada. During the current examination the licensee was able to provide a copy of the
Certified Court Interpreter for the State of Nevada. Therefore, this violation is deemed rectified.

NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

During the previous examination, the licensee was unable to provide all the records requested by the
examiner in charge. During the current examination the licensee was able to provide all the records
requested. Therefore, this violation is deemed rectified.

NRS 604A.410 Written loan agreement required; contents.
1. Before making any loan to a customer, a licensee shall provide to the customer a written loan

agreement which may be kept by the customer and which must be written in:
(a) English, if the transaction is conducted in English; or
(b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensee was found to be using loan agreement written in English
and receipts written in Spanish. During the curent examination there was no evidence of such. Therefore,
this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment plan

2. f the licensee intends to commence any civil action or process of alternative dispute resolution
or repossess a vehicle in an effort to collect a defaulted loan, the licensee shall deliver to the
customer, not later than'15 days after the date of default, or not later than 5 days after a check is
not paid upen presentment or am electronic transfer of money fails, whichever is later, written
notice of the opportunity to enter into a repayment plan. The written notice must:

(a) Be in English, if the initial transaction was conducted in English, or in Spanish, if the initial
transaction was conducted in Spanish.

During the previous examination the licensee had a repayment plan offer in English and the receipt was
issued in Spanish, During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate languages. Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; calculation of amount financed,
annual percentage rate and finance charge. :

2. For the purposes of this chapter, proper calculation of the amount financed, annual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z.

During the previous examination the licensee was found understating the APR. During the current
examination there was no evidence of such. Therefore, the violation is deemed rectified.

EXIT MEETING

The exit meeting was held telephonically on December 18, 2014. The licensee was represented by Carrie
E. Carbone, SVP of Compliance and Product General Counsel, Victoria Newman, Compliance and
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiner in cbarge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attorney, Andrea Bruce, Examiner. '
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION
NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shail not:
2. Make a title loan without regard to the ability of the customer seeking the title loan to
repay the title loan, including the customer’s current and expected income, obligations and

employment.

The title loans itemized below were underwritten in excess of the customer’s disclosed income and
obligations, therefore, there was no regard given {o the customer’s ability to repay the loan:

"No Regard to Customex’s Ability to Repay the Title Loan
Total
Amount
. . Stated Stated - of Amount
Borrower’s Name | Loan Number Term | Income | Obligations | Loan(s) Over
Vincent Issenmann 14469-0116223 30 day | $1,171.00 | $500.00 $942.92 | $271.92

Munagement’s response: Ms, Sarah C. Poff, Director of Compliance, stated that a response will be sent
{0 the Financial Institution Division once the report of examination is received

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneous acts.

1. A licensee shall not:
(a) Require or accept a gnarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any

agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.
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EXAMINATION COMMENTS AND CONCLUSIONS

During the current examination, the licensee provided a policy which states the following:

“The primary borrower must be on the title; however if there is a co-borrower (on the title or not), he
must sign the Application and Contract.”

During the stores visits, the examiner in charge found several files where the co-borrower was not in the
vehicle title. [n some instances the co-borrower had a different address and different last name.

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.
Notwithstanding any other provision of this chapter to the contrary:

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and
interest payable on the loan; ) -

(c) The loan is not subject to any extension; and

(@) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a Joan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Titlemax implemented a 210 day title loan product that mirrored NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complies with
NRS 604A.445(3). The examination also showed that Titlemax markets and offers an amendment to the
original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210.

Onsite visits to Titlemax locations and conversations with store employees showed that Titlemax
routinely offers an amendment to the original loan agreement called the “Grace Period Payments
Deferment Agreement” (hereinafter, the “Amended Agreement”).

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customers to enter into the Amended Agreement. The employees are
trained to encourage customers to participate in the Amended Agreement as soon as the original
apreement is issued, and not wait until the loan is in default status. Pre-printed amended agreements were
found in customers’ files during the onsite store visits.
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EXAMINATION COMMENTS AND CONCLUSIONS

Moreover, management issued the below marketing statement with the instruction that employees should
encourage customers to enter into the Amended Agreement. The marketing statement provides:

“Your contract states that you have 7 payments of <Amortized Loan Payments> which are
for every 30 days starting on < Due Date>. By making this payment on time, your loan will
be paid in full when you meke the final payment. However, for your convenience, you can
also make a minimuwm payment of <Minimum Payment to Extend> during this time. Any
principal left at the end of the term will be placed on a 0% payment plan for an additional
seven months. Do you have any questions?”

The marketing statement emphasizes lower payments. But, in fact, under the Amended Agreement, the
total amount owed by the customer is more than the total amount owed under the original loan agreement,

as further detailed below.

The text of the Amended Agreement provides:

“Because this is only an amendment and modification of the loan agreement in which we
are only modifying and deferring your payments under the Title Loan Agreement, you
acknowledge and agree that all of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury trial and arbitration provision
remain in full force and eftect.”

This statement shows an intent to avoid compliance with NRS 604A.445(3).

Under the original loan agreement the customer makes seven fully amortized payments (210 days) to pay
the loan off without a balloon payment at the end, thereby complying with all provisions of NRS
604A.445(3). But, under the Amended Agreement, the customer makes 14 payments (390 days), the first
seven payments are only interest and last seven payments are principal. Thus, Amended Agreement
separates interest and principal from the original amortized schedule of payments, and thereby prolongs
the payment of principal until the full interest is paid.

For an example of how customers owe more under the Amended Agreement compared to the onginal
agreement, please see below:

LOAN NUMBER TOTAL AMOUNT TO | TOTAL AMOUNT TO | OVERAGE

BE PAID UNDER

BE PAID UNDER

ORIGINAL LOAN | “AMENDED” LOAN
AGREEMENT AGREEMENT
14469-0119695 $2,711.85 $3,327.75 $615.90
14469-0114845 $1,819.80 $2,233.10 $413.30
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EXAMINATION COMMENTS AND CONCLUSIONS

Titlemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customers who enter into the
Amended Agreement owe more money compared to the original loan with its fully amortized payments.
Thus, Titlemax’s Amended Agreement violates NRS 604A.445 (3) and NRS 604A.210.

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination. is received

FEDERAL

No violations of Federal laws were noted during the examination. However, this examination should not
be considered a full compliance examination relative to Federal statutes.

SUMMARY

Each licensee, upon completion of an examination, is rated “Safisfactory,” *Needs Improvement,” or
“Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensee
at this examination is “Needs Improvement.”

A rating of “Needs Improvement” indicates that the licensee and the management of the licensee have
demonstrated less than satisfactory compliance, or instances and situations involving a lack of compliance
with applicable state and federal laws and regulations and that regulatory supervision is required. The
licensee and management will be required to respond in writing to the report of examination within 30
days providing the procedures that have been initiated for the correction of the violations and deficiencies
noted in the report made by the examiner pursuant to state and federal laws and regulations.
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T THIS REPORT iS STRICTLY CONFIDENTIAL

The inforimation contained in this report is based on the books and records of the licensee as licensed
under NRS 604A, on statements made to the & iiner by, thiedirectors, officers,-aud employees; and on
information obtained from other sources belisved 1. be réliable and presumed by the xatnirier to be
correct. It is emphasized that this report is a teport of examination, and not an audit of the licensee, and
should not be construed as such. This report of examination does not replace nor relieve the principals of
their responsibility for performing or providing for adequate audits of the business.

This copy of the report is the property of the Depariment of Business and Industry of the State of Nevada,
and is farnished to the licensee for ifs confidential use. Under no circumstances shall the licensee, or any
of its directers, efficers, or employess. discloseiin any mafiiet the report or any portion thereof to any
person or Organization not officially contiected. with: the:licensee as officer, director, attomey, O auditor
unless otherwise dirscted. Should any, legal process document be served calling for the suirender of this
report or any portion thereof, the Commissioner of the Financial Institutions Division shall be notified
immediately.

Each principal has the responsibility to review the contents of this report.
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual examination of TitleMax of Nevada, Inc, DBA: TitleMax located at 3900 W. Sahara., Las
Vegas, NV 89102 commenced on August 6, 2014. This business location currently holds a Nevada
Revised Statutes (NRS) Chapter 604A Jicense issued by the State of Nevada Financial Institutions
Division (FID). The licensee has been granted approval to initiate Title Loans in accerdance with
applicable statutes and regulations.

The licensee’s website www titlemax.com is used as the main source of information for different products
and services that TitleMax offers. Customners have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the costomer is referred to one of the stores to complete the
]oan process.

The licensee currently offers the 120 day loan which allows the customer to make installment payments.

TifleMax currenily has 40 locations in the state of Nevada. All the locations were visited during the
process of this examination. '

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS 604A and NAC 604A.
The exarmination consisted of a review of the following: active loans, paid-off loans, delinquent loans,
loans that are in the repayment plan and declined loans, surety bonding requirement, completion of the
managet’s and statutory compliance questionnaires, and @ review of the company’s policies and
procedures and forms used in the operation of the business. Emphasis was placed on compliance with
state regulations as well as federal regulations such as the Troth in Lending Act {(Regulation Z) and the
Equal Credit Opportunity Act (Regulation B).

Annual Report
The annual report of operations is due to the Financial Institutions Division by April 15th each year. The
anmual report of operations for year ending 2013 was received on April gth 2014 which is in accordance

with NRS 604A.750.

Surety Bond : =

The Surety Bond appears to be sufficient. It is currently posted at $265,000.00 under Bond Number
60088894 with Capitol Indemnity Corporation and is due for renewal on February 15, 2014. The licensee
is in compliance with NRS 604A.610.

Internal / External Review
Titlemax did not submit any internal or external reviews. Internal or external reviews were pot part of the

scope of the curent examination,
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EXAMINATION COMMENTS AND CONCLUSIONS

Financial Audit / CPA
The CPA of the Financial Institutions Division performed an analysis of key financial figures for the

fiscal year ending December 31, 2013, which were included in the 2013 Annual Report of Operations. No
areas of concern were noted. '

Internal Routine and Conirol
The licensee uses CashWise Financial Services Software for its loan operations. Title loan underwriting

process includes:

» Loan application form

Income and obligations

Government issued photo identification

Valid phone number

Title of the vehicle

Proof of insurance

Current registration

Affidavit stating the customer’s ability to repay the loan

During the previous examination the Jicensee was offering 30 day title loans. On January 28, 2014 the
licensee sent a letter to the Financial Institutions Division stating that TitlcMax is going to stop offering
the 30 day title loans and start offering the 210 day title Joans.

During the on-site visitation of current examination is was discovered that TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day title loan is currently being offered in all
TitleMax locations in the State of Nevada.

The 210 day product mirrors NRS 604A.445 (3):

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in instaliments;

(b) The payments are calculated to ratably and fuily amortize the entire amount of principal and interest
payable on the loan;

(c) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

The licensee also implemented “Grace Period Payments Deferment Agreement.” During the onsite
visitations of store locations it was observed employees are pre-printing this grace period agreement and
putting it in customer’s files. The employees are also encouraging the customers to enter into this grace
period agreement. The employees are provided the following statement to read to customers:
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EXAMINATION COMMENTS AND CONCLUSIONS

“TMX Employee:

Great! Your contract states that you have 7 payments of <Amortized Loan Payments> which are for every
30 days starting on < Due Date>. By making this payment on time, your loan will be paid in full when
you make the final payment. However, for your convenience, you can also make a minimum payment of
<Minimum Payment to Extend> during this time. Any principal left at the end of the term will be placed
on a 0% payment plan for an additional seven months. Do you have any questions?”

This agreement consists of separating the interest and principal from the original amortized schedule
payments and prolonging the payment of prineipat until the full interest is paid. This agreement has a
schedule of 14 payments which for the first seven payment the customer pays only interest. For the
remaining seven paymentis the customer pays the principal. The total amount paid under this agreement is
" higher from the original amortized payments scheduled under the original loan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with
604A.445(3).

Training

TitleMax provides training upon hire and apnually thereafter. All employees are required to complete
refresher courses on-line and ds needed. The Compliance Departiment has the responsibility of overseeing
that all training materials are up to date with any industry changes and demands. '

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact mumber of the office of the Commissioner, notice of fees charged and business hours are
posted conspicnously in the location where the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.1 50.

Record Retention
According to the managers questionnaire, it is the licensee’s policy to maintain all records for five years
which is in compliance with NRS604A.700 and NAC 604A.200.

Collection Agency Utilized by the Licensee

As of the exarmination date, the licensee does not ufilize the services of a third party collection agency.
The internal collection process consists of sending letters and making phone calls to delinquent customers
by TitleMax’s collection depariment.
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EXAMINATION COMMENTS AND CONCLUSIONS

FDCFPA
TilleMax employees are requived to be certified on an anmually basis. All collection employees arce

required a minimum Score of 80% to obtain the FDCPA certification. The store managers monitor all
contact with debors to assure that policy and produces are followed by a1l employees.

FinCen Registration
TitlcMax is not considered a Moncy Services Business in accordance with 31 CFR Chapter X § 1022.3 80;

as such, the licensee is not registered with FinCEN as a Money Service Business.

Complaints Filed Since the Previous Examination
The Financial Institutions Division complaint database was verified and indicates that as of October 14,
7014 there were three complaints filed against TitleMax since the previous examination. TitleMax

responded to the complaints in 2 timely mannet.

- Total Sample Size
[As of Exam Date ! August 31, 2014 |
_ Population Sanmple Size Penetration -

LOAN TYPES: : §

Active Loans 219 b 4.11%
Delinguent Loans 61 6 9.84%
Closed Loans 21 5 23.81%
Declined Joans 2 2 100.00%

Total Loans = 303 22 7.26%

All of the loan samples were chosen randomly by the examiner. As of the examination date, the licensee
had:
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EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not:

5. Make a title loan without regard fo the ability of the customer seeking the title loan to repay the
title loan, including the customer’s current and expected income, obligations and employment.

During the previous examination the licensee was found to be underwriting title loans in excess of the
customer’s disclosed income and obligations. There was 1o regard given to the customer’s ability to repay
the loan. This will be cited as a repeat violation. Please refer to the current violation section for more
details.

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not:
(a) Require or accept a guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan® means a loan made to a customer pursuant to a loan agreement which, under its
original terms ’

(b) Requires the customer te secure the loan by either:

(1) Giving possession of the title to 2 vehicle legally owned by the customer to the licensee or any .
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
ovmer of a velicle or any similar document issued pursnant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
listed on the title of the vehicle. This violation will be cited as a tepeat violation. Please refes to the
current violation section for more details.

NRS 604A.410 Written loan agreement required; contents

3. The loan agreement must include, without limitation, the following information:

¢) The date and amonat of the loan, amount financed, annnal percentage xate, finance charge, total
of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given to the fee and vegardless of whether the fee is required to be ncluded in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous examination, the licensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
licensee has stopped offering the 30 day title loans. The new product 210 day title loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 Translation of documents written in language other than English.

2. A document translated pursuant to this section must be:

(a) Translated by an interpretel who is:

(1) Certified by the Court Administrator in'accordance with the provisions of NRS 1.510 and
regulatious adopted pursunant theyeto; or NAC 604A4.200 Maintenanee of books and records.

1. Except as otherwise provided in NRS 604A.700, a lieensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other trans action involving a cnstomer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

(2) Approved in writing by the Division.

(b) Accompanied by a certificate issued by the interpreter.

During the previous examination, the licensee did not provide a copy of the Certified Court Interpreter in
{he State of Nevada, During the current examination the licensee was able to provide a copy of the
Certified Court Interpreter for the State of Nevada. Therefore, this violation is deemed rectified.

NAC 6G04A.200 Maintenance of hooks and records.

1. Except as otherwise provided in NRS 604A.700, « licensee shall maintain for at least 3 years the
original or a copy of each accounnt, book, paper, written or electronic record or other document that
concerns each loan or other trapsaction involying a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of

business in this Stata designated by the licensee.

During the previous examination, the licensee was unable to provide all the records requested by the
examiner in charge. During the current examination the Jicensee was able to provide all the records
requested. Therefore, this violation is deemed rectified.

NRS 604A.410 Written loan agreement required; contents.

1, Before making any loan to a customer, a licensee shall provide to the customer a written loan
agreement whiclt raay be Kkept by the customer and which must be written in:

(a) English, if the transaction is condneted in English; or

(b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensee was found to be using loan agreement writlen in English
and receipts written in Spanish. During the current examination there was no evidence of such. Therefore,
this violation is deemed rectified. '

REPORT OF EXAMINATION

%\ STATE OF NEVADA
% DEPARTMENT OF BUSINESS AND INDUSTRY

FINANCIAL INSTITUTIONS DIVISION APP O 1 O ’7 4 2

ROA 0@944800007




EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.473 Repayment plan

2. If the licensee intends fo commence any civil action or process of alternative dispute resolution
or repossess a vehicle in an effort to collect a defaulted loan, the licensee shall deliver to the
customer, not later than 15 days after the date of default, or not later than 5 days after a check is
not paid upon presentment or an electronic transfer of money fails, whichever is later, written
potice of the opportunity to enter into a repayment plan. The written notice must:

(a) Be in English, if the initial transaction was conducted in Epglish, or in Spanish, if the initial
transaction was conducted in Spanish.

During the previous examination the licensee had a repayment plan offer in English and the receipt was
jssued in Spanish. During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate {anguages. Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; calculation of amount financed,
anmual percentage rate and finance charge.

2. For the purposes of this chapter, proper calculation of the amount financed, annual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z. )

During the previous examination the licensee was found understating the APR. During the current
examination there was no evidence of such. Therefore, the violation is deemed rectified.

EXIT MEETING

The exit meeting was held telepbonically on December 18, 2014. The licensee was represented by Carrie
E. Carbone, SVP of Compliance and Product General Counsel, Victoria Newman, Compliance and
Corperate Counsel, Sarah C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attormey, Andrea Bruce, Examiner.
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION
NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s

ability to repay loan. A licensee who makes title loans shall not;
2. Make a title loan without regard to the ability of the customer
repay the title loan, including the customer’s current and expected income,

employment.

seeking the tifle loan to
obligations and

The title loans itemized below were anderwritten in excess of the customer’s disclosed income and
obligations, therefore, there was no regard given to the customer’s ability to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan
Total
Amonnt
Stated Stated of Amount
Borrower’s Name Loan Number | Term : Income Obligations | L.oan(s) Over
Basilia Perez 10169-0101505 30 day | $1,400.00 $150.00 $1,895.24 | $645.24
Juan Curiel 10169-0089725 30 day | $2,835.44 $2,000.00 | $967.52 $132.08
Paul Mascorro 10169-0054744 30 day | $3,161.00 $1,600.00 | $3,321.70 $1,760.70
April Wright 10169-0090190 30 day | $4,906.00 $1,700.00 }$3.299.70 } $93.70
will be sent

Management’s response: Ms. Sarah C. Poff; Divector of Compliance, stated that a vesponse
to the Financial Institution Division once the veport of examination is received.

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneous acts.

1. A licensee shall not:
(2) Require or accept a guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title Joan” defined.

1. “Title loan” means a loan made to a customer pursuan
original terms '
(b) ‘Requires the customer

t to a loan agreement which, under its

to secure the loan by either:
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EXAMINATION COMMENTS AND CONCLUSIONS

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means 2
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or apy similar document issued pursuant to the laws of another jurisdiction.

During the current examination, the licenses provided a policy which states the following:

“The primary borrower must be on the title: however if there is a co-borrower (on the title or not), he
must sign the Application and Contract. i

During the stores visits, the examiner in charge found several files where the co-borrower was not in the
vehicle title. In some instances the co-borrower had a different address and different last name.

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent

to the Financial Institution Division once the report of examination is received.
CURRENT VIOLATION

NRS 604A.445 Title loans: Restrietions on duration of loan and periods of extension.
Notwithstanding any other provision of this chapter to the contrary:

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(b) The paymenis are calculated to ratably and fully amortize the entire amount of principal and
intercst payable on the loan; |

(c) The loan is not subjeet to any extension; and

(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering cnstomer grace period. The

provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the ontstanding loan during such a grace period.

Since the previous examination, Titlemax implemented a 210 day tifle loan product that mirrored NRS
604A.445 (3). The current examination showed that Tiflemax’s original loan agreement complies with
NRS 604A.445(3). The examination also showed that Tiflemax markets and offers an amendment to the
original Joan agteement that violates NRS 604A.445 (3) and NRS 604A.210.
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EXAMINATION COMMENTS AND CONCLUSIONS

Onsite visits to Titlemax locations and conversations with store employees showed that Titlemax
routinely offers an amendment to the original loan agreement called the “Grace Period Payments
Deferment Agreement” (hereinafter, the «pAmended Agreement”).

Regatding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage custormers to enter into the Amended Agreement. The employees are
trained to encourage cusfomers to participate in the Amended Agreement as soon as the original
agreement is issued, and not wait until the loan is in default status. Pre-printed amended agreements were
found in customers’ files during the onsite store visifs.

Moreover, management issued the below marketing statement with the instruction that employees should
encourage customers fo enter into the Amended Agreement. The marketing statement provides:

“our contract states that you have 7 payments of <Amortized Loan Payments> which are
for every 30 days starting on < Due Date>. By making this payment on time, your Joan will
be paid in full when you ‘make the final payment. However, for your convenience, you can
also make a minimum payment of <Minimum Payment to Extend™ during this time. Any
principal left at the end of the term will be placed en a 0% payment plan for an additional
seven months. Do you have any questions?” : ‘

The marketing statement emphasizes lower payments. But, in fact, under the Amended Agreement, the
total amount owed by the customer is more than the total amount owed under the original loan agreement,
as further detailed below.

The text of the Amended Agrecment provides:

“Because this is only ant amendment and modification of the loan agreement in which we
are only modifying and deferting your payments under the Title Loan Agreement, you
acknowledge and agree that all of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury tral and arbitration provision
remain in full force and effect.”

This statement shows an intent to avoid compliance with NRS 604A.445(3).

Under the original loan agreement the custorer makes seven fully amortized payments (210 days) to pay
the loan off without a balloon payment at the end, thereby complying with all provisions of NRS
604A.445(3). But, under the Amended Agreement, the chistomer makes 14 payments (390 days), the first
geven payments arc only interest and last seven payments are principal. Thus, Amended Agreement
separafes interest and principal from the original amortized schedule of payments, and thereby prolongs

the payment of principal until the full interest is paid.

For an example of how customers Owe more under the Amended Agreement compared to the original
agreement, please see below:
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EXAMINATION COMMENTS AND CONCLUSIONS

LOAN NUMBER TOTAL AMOUNT TO | TOTAL AMOUNT TO | OVERAGE o

BE PAID UNDER{BE PAID UNDER

ORIGINAL LOAN | “AMENDED” LOAN

AGREEMENT AGREEMENT
10169-0119876 $1,631.85 $1,979.30 $347.45
10169-0115956 $892.05 $1,094.65 $202.60
10169-0112851 $5,059.52 $5,981.55 $922.03
10169-0116343 $2,711.85 $3,327.75 $615.90
10169-0119261 $4,312.10 $5,097.90 $785.80

Titlemax must conipiy

Amended Agreement OWe fore money compa
Thus, Titlemax’s Amended Agreement violates

Management’s response: Ms. Saral C.
to the Financial Institution Division onc

FEDERAL

No violations of Federal laws were noted

with NRS 604A.445 (3) and NRS 604A.210. Customers who enter into the

red to the original

be considered a full compliance examination relative to Federal statutes.

SUMMARY

Each licensee, upon completion of an examination, i
«“Upsatisfactory,” based primarily on complance W
perceived capability of management 10 achieve and maintain suc

at this examination is “Needs mprovement.”

A rating of “Needs bmprovement” iny
demonstrated less than satisfactory compliance, or instances
federal Jaws and regulations and that re
ill be required to xespond n writing fo

with applicable state and
licensee and management w
days providing the procedu
noted in the report made by

loan with its fully amortized payments.
NRS 604A.,445 (3) and NRS 604A.210.

Poff, Director of Compliance, stated that a response will be sent
¢ the report of examination is received.

during the examination. However, this examination should not

s rated “Satisfactory,” “Needs Improvement,” oOr
ith applicable sfatutes and regulations and the
h compliance. The rating of the licensee

dicates that the licensee and the management of the licensee have
and situations involving a lack of compliance
gujatory supervision is required. The
the report of examination within 30
res that have been initiated for the correction of the violations and deficiencies

the examiner pursuant to state and federal laws and regutations.
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 WWW.TITLEMAX.COM

[Examiner In Charge_ Chnstxan Yaﬁez ,. Examined as of: | August 3L3014 . ]
Examination Started: '. August 6,2014 - . | Examination Closed: "December 18,2014 - ©© ©
'Total Exam Hours: | 11'7..‘0'0 il L ,Eigminaﬁon Numbér:, 65333

The information contained ifi this Teport is based on the books and records of the licensee as licensed
under NRS 604A, on statements made to the examiner by the directors, officers, and employees, and oil-
information obtained from other soirrees believed to be reliable and presumed by the examiner to be:
correct. Tt is emphasized that this report is a report of examination, and not an audit of the licensee, and -
should not be construed as such. This report of examination does not replace nor relieve the principals of
their responsibility for performing or providing for adequate audits of the business.
'This copy of the report is the property of the Department of Business and Industry of the State of Nevada,
and is furnished to the licensee for its confidential use. Under no circumstances shall the licensee, or any
of its directors, officers, or employees disclose in any manner the report or any portion thereof to any
person or organization not officially connected with the licensee as officer, director, attorney, or auditor
unless otherwise directed, Should any legal process document be served calling for the surrender of this
teport or any portion thereof, the Commissioner of the Financial Institutions Division shall be notified

- immediately. I :
Each principal Iias the respotsibility to-review the contents of this report.

Depdrtmentof Bir '.""'"éss‘ and indﬁstry, Financial Institutions Division

- A
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION
The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 4700 Spring Mountain

Rd., Las Vegas, NV 89102 commenced on August 6, 2014, This business location currently holds a
Nevada Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial Institutions
" Division (FID). The licensee has been granted approval to initiate Title Loans in accordance with
applicable statutes and regulations.

The licensee’s website www.titlernax.com is used as the main source of information for different products
and services that TitleMax offers. Customers have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the customer is referred to one of the stores to complete the

loan process.
The licensee currently offers the 120 day loan which allows the customer to make installment payments.

TitieMax currently has 40 locations in the state of Nevada. All the locations were visited during the
process of this examination.

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS 604A and NAC 604A.
The examination consisted of a review of the following: active loans, paid-off loans, delinquent loans,
loans that are in the repayment plan and declined loans, surety bonding requirement, completion of the
manager’s and statutory compliance questionnaires, and a review of the company’s policies and
procedures and forms used in the operation of the business. Emphasis was placed on compliance with
state regulations as well as federal regulations such as the Truth in Lending Act (Regulation Z) and the
Equal Credit Opportunity Act (Regulation B).

Annusal Report
The annual report of operations is due to the Financial Institutions Division by April 15th each year. The

annual report of operations for year ending 2013 was received on April 8™, 2014 which is in accordance
with NRS 604A.750.

Surety Bond
The Surety Bond appears to be sufficient. It is currently posted at $265,000.00 under Bond Number

60088894 with Capitol Indemnity Corporation and is due for renewal on February 15, 2014. The licensee
is in compliance with NRS 604A.610.

Internal / External Review
Titlemax did not submit any internal or external reviews. Internal or external reviews were not part of the

scope of the current examination,
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EXAMINATION COMMENTS AND CONCLUSIONS

Financial Audit / CPA
The CPA of the Financial Institutions Division performed an analysis of key financial figures for the
fiscal year ending December 31, 2013, which were inchuded in the 2013 Annual Report of Operations. No

areas of concern were noted.

Internal Routine and Control
The licensee uses CashWise Financial Services Software for its loan operations. Titlc loan underwriting

process includes:

Loan application form
Income and obligations
Government issued photo identification
Valid phone number
» Title of the vehicle
Proof of insurance
e Current registration
Affidavit stating the custorner’s ability to repay the loan

During the previous examination the licensee was offering 30 day title loans. On January 28, 2014 the
licensee sent a letter to the Financial Institutions Division stating that TitleMax is going to stop offering
the 30 day title loans and start offering the 210 day title loans.

During the on-site visitation of current examination is was discovered that TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day title loan is currently being offered in all
TitleMax locations in the State of Nevada.

The 210 day product mirrors NRS 604A.445 (3):

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments; '

(b) The payments are ealculated to ratably and fully amortize the entire amount of principal and imterest
payable on the loan;

(¢) The loan is not subject to any extension; and

(d) The loan docs not require a balloon payment of any kind.

The licensee also implemented “Grace Period Payments Deferment Agpreement.” During the onsite
visitations of store locations it was observed employees are pre-printing this grace period agreement and
putting it in customer’s files. The employees are also encouraging the customers to enter into this grace
period agreement. The employees are provided the following statement to read to customers:
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EXAMINATION COMMENTS AND CONCLUSIONS

“TMX Employee:

Great! Your coniract states that you have 7 payments of <Amortized Loan Payments> which are for every
30 days starting on < Due Date>. By making this payment on time, your Joan will be paid in full when
you make the final payment. However, for your convenience, you can also make a minimum payment of
<Minimum Payment to Bxtend> during this time. Any principal left at the end of the term will be placed
on 2 0% payment plan for an additional seven months. Do you have any questions?”

This agreement consists of separating the interest and principal from the original amortized schedule
payments and prolonging the payment of principal until the full interest is paid. This agreement has a
schedule of 14 payments which for the first seven payment the customer pays only interest. For the
remaining seven payments the customer pays the principal. The total amount paid under this agrecment is
higher from the original amortized payments scheduled under the original loan agreement. '

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with
604A.445(3).

Training
TifleMax provides training upon hire and annually thercafter. All employees are required to complete
refresher courses on-line and as needed. The Compliance Department has thie responsibility of overseeing

that all training materials are up to date with any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A. Jicense is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604 A.060.

The contact mumber of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location where {he licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
According to the managers questionnaire, it is the licensee’s policy to maintain all records for five years

which is in compliance with NRS604A.700 and NAC 604A.200.

Collection Agency Utilized by the Licensee
As of the examination date, the licensee does not utilize the services of a third party collection agency.
The internal collection process consists of sending letters and making phone calls to delinquent customers

by TitleMax’s collection department.
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EXAMINATION COMMENTS AND CONCLUSIONS

FDCPA
TitleMax employees are required to be certified on an annually basis. All collection employees are

required a minimum score of 80% to obtain the FDCPA certification. The store managers monitor all
contact with debtors to assure that policy and produces are followed by all employees.

FinCen Registration
TitleMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;

as such, the licensee is not registered with FinCEN as a Money Service Business.

Complaints Filed Since the Previous Examination

The Financial Institutions Division complaint database was verified and indicates that as of October 14,
2014 there were three complaints filed against TifleMax since the previous examination. TitleMax
responded to the complaints in 2 timely manner. ’

Total Sample Size
" [As of Exam Date | Angust 31, 2014 ' ]
. Population . Sémple Size Penetration ~

LOAN TYPES: o .
Active Loans 83 10 12.05%
Delinquent 1oans 78 4 5.13%
Closed Loans 10] 4 40.00%
Peclined Loans 2 2 100.00%
Total Loans = 205 20 9.76%

All of the loan samples were chosen randomly by the examiner. As of the examination date, the licensee
had:
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PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who malkes title loans shall not:

7. Make a title loan without regard to the ability of the customer seeking the title loan to repay the
titie loan, including the customer’s current and expected income, obligations and employment.

During the previous examination the licensee was found to be underwriting tifle loans in excess of the
customer’s disclosed income and obligations. There was no regard given to the customer’s ability to repay
the loan. This will be cited as a repeat violation. Please refer to the current violation section for more

details.

NAC 604A.230 Prohibited acts: Miscellaneous acts.

1. ‘A licensee shall not: :
(a) Require or accept a guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms )

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the title to a vehicle legally owned by the custofner to the licensee.or any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursnant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
listed on the ftitle of the vehicle. This violation will be cited as a repeat violation. Please refer to the
current violation section for more details.

NRS 604A.410 Written loan agreement required; contents

2. The loan agreement must include, without limitation, the following information:

¢) The date and amount of the loan, amount financed, annual percentage rate, finance charge, total
of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given to the fee and regardless of whether the fee is required to be included in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous examination, the licensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
licensee has stopped offering the 30 day title loans. The new product 210 day title loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.
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NAC 604A.160 Translation of documents writteu in language other than English.

2. A document translated pursuant to this section must be:

(a) Translated by an interpreter who is:

(1) Certified by the Court Administfator in accordance with the provisions of NRS 1.510 and
regulations adopted pursuant thereto; or NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or 2 copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other fransaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

(2) Approved in writing by the Division,

(b) Accompanied by a certificate issued by the interpreter.

During the prévious examination, the licensee did not provide a copy of the Certified Court Interpreter in
the State of Nevada. During the current examination the licensee was able to provide a copy of the
Certified Court Interpreter for the State of Nevada. Therefore, this violation is deemed rectified.

NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licexisee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of

business in this State designated by the licensee.

During the previous examination, the licensee was unable to provide all the records requested by the
cxaminer in charge. During the current examination the licensee was able to provide all the records
requested. Therefore, this violation is deemed rectified.

NRS 604A.410 Written loan agreement required; contents.

1. Before making any loan to a customer, a licensee shall provide to the customer a written loan
agreement which may be kept by the customer and which must be written in:

(a) English, if the transaction is conducted in English; or

{b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensee was found to be using loan agreement written in English
and receipts written in Spanish. During the current examination there was no evidence of such. Therefore,
this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment plan

2. If the Licensee intenids to commence any civil action or process of alternative dispute resolution
or repossess a vehicle in an effort to collect a defaulted loan, the licensee shall deliver to the
customer, not later than 15 days after the date of default, or not later than 5 days after a check is
not paid upon presentment or an electronic tramsfer of money fails, whichever is later, written
notice of the opportunity to enter inte a repayment plan. The written notice must:

(a) Be in English, if the initial transaction was conducted in English, or in Spanish, if the initial
transaciion was conducted in Spanish.

During the previous examination the licensce had a repayment plan offer in English and the receipt was
issued in Spanish. During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate languages. Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; calcalation of amount financed,
annual percentage rate and firance charge.

2. For the purposes of this chapter, proper calenlation of the amount financed, annual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z. ‘ :

During the previous examination the licensee was found - understating the APR. During the current
examination there was no evidence of such. Therefore, the violation is deemed rectified.

EXIT MEETING

The exit meeting was held telephomically on December 18, 2014. The licensee was represented by Catrrie
E. Carbone, SVP of Comphiance and Product General Counsel, Victoria Newman, Compliance and
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sckhon, Supervisory Examiner,
Christopher Eccles, Attomey, Andrea Bruce, Examiner.
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION
NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not:
2. Make a title loan without regard to the ability of the customer seeking the title loan to
repay the title loan, including the customer’s current and expected income, obligations and

employment.

The title loans jtemized below were underwritten in excess of the customer’s disclosed income and
obligations, therefore, there was no regard given to the customer’s ability to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan
Total
Amount
. Stated Stated of Amount
Borrower’s Name Loan Number Term | Imcome | Obligations | Loan(s) | Over

Felipe Gonzalez 13169-0109719 30 day | $2,500.00 | $330.00 $3,412.30 | $1242.30
Elvira Maqueda 13169-0079204 30 day | $1,500.00 { $900.00 $839.02 | $239.02
Shawn Presley 13169-0100732 30 day | $3,000.00 | $1,000.00 $2,922.95 | $922.95

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the veport of examination is received.

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneous acts,

1. A licensee shall not:
(a) Require or accepf a guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle® or “title” means a
certificate of title or ownership issued pursuant to the Jaws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the current examination, the licensee provided a policy which states the following:

“The primary borrower must be on the title; however if there is a co-borrower (on the title or not), he
must sign the Application and Contract.”

During the stores visits, the examiner in charge found several files where the co-borrower was not in the
vehicle title. In some instances the co-borrower had a different address and different last name.

Management’s response: Ms. Sarah C. Poff; Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.
Notwithstanding any other provision of this chapter to the contrary:

3. The original term of a title loan may be up to 210 days if:

(3) The loan provides for payments in installments;

P (b) The payments are-calculated to ratably and fully amortize the entire amount of principal and
©  interest payable on the loan; ‘

(c) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace peried on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer;

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Titlemax implemented & 210 day tifle loan product that mirrored NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreemént complies with
NRS 604A.445(3). The examination also showed that Titlemax markets and offers an amendment to the
original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210.

Onsite visits to Tiflemax locations and conversations with store employees showed that Titlemax
routinely offers an amendment to the original loan agreement called the “Grace Period Payments
Deferment Agreement” (hereinafter, the “Amended Agreement”).

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customers to enter into the Amended Agreement. The employees are
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EXAMINATION COMMENTS AND CONCLUSIONS

trained to encourage customers to participate in the Amended Agreement as soon as the original
agreement is issued, and not wait until the loan is in default status. Pre-printed amended agreements were
found in customers’ files during the onsite store visits.

Moteover, management issued the below marketing statement with the instruction that employees should
encourage customers to enter into the Amended Agreement. The marketing statement provides:

“Your contract states that you have 7 payments of <Amortized Loan Payments=> which are
for every 30 days starting on < Due Date>. By making this payment on time, your loan will
be paid in full when you make the final payment. However, for your convenience, you can
also make 2 minimum payment of <Minimum Payment to Extend> during this time. Any
principal left at the end of the term will be placed on a (0% payment plan for an additional
seven months. Do you have any questions?”

The marketing statement emphasizes lower payments. But, in fact, under the Amended 1Agreement, the
total amount owed by the customer is more than the total amount owed under the original loan agreement,
as further detailed below.

The text of the Amended Agreement provides:

“Because this is only an amendment and modification of the Toan agreement in which we
are only modifying and deferring your payments under the Title Loan Agreement, you
acknowledge and agree that all of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury trial and arbitration provision
remain in full force and effect.”

This statement shows an intent to avoid compliance with NRS 604A.445(3).

Under the original loan agreement the customer makes seven fully amortized payments (210 days) to pay
the loan off without a balloon payment at the end, thereby complying with all provisions of NRS
604A.445(3). But, under the Amended Agreement, the customer makes 14 payments (390 days), the first
seven payments are only inferest and last seven payments are principal. Thus, Amended Agreement
separates interest and principal from the original amortized schedule of payments, and thereby prolongs
the payment of principal until the full interest is paid.

For an example of how customers owe more under the Amended Agreement compared to the original
agreement, please see below:
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EXAMINATION COMMENTS AND CONCLUSIONS

LOAN NUMBER TOTAL AMOUNT TO | TOTAL AMOUNT TO | OVERAGE
BE PAID UNDER |BE PAID UNDER
ORIGINAL LOAN | “AMENDED” LOAN
AGREEMENT AGREEMENT
13169-0117944 $2,633.82 $3,221.35 $587.53
13169-0119806 $6,133.35 $7,357.20 $1,223.85
13169-0117477 $8,345.88 $9,943.48 $1,597.60

Titlemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customers who enter into the
Amended Agreement owe more money compared to the original loan with its fully amortized payments.
Thus, Titlemax’s Amended Agreement violates NRS 604A.445 (3) and NRS 604A.210.

Munagement’s response: Ms. Sarah C. Poff; Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

FEDERAL

No violations of Federal laws were noted during the examination. However, this examination should not
be considered a full compliance examination relative to Federal statutes,

SUMMARY

Each licensee, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
“{Jnsatisfactory,” based primarily on conipliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensee
at this examination is “Needs Improvement.”

A rating of “Needs Improvement” indicates that the licensee and the management of the licensee have
demonstrated less than satisfactory compliance, or instances and situations involving a lack of compliance
with applicable state and federal Jaws and regulations and that regulatory supervision is required. The
Ticensee and management will be required to respond in writing to the report of examination within 30
days providing the procedures that have been initiated for the correction of the violations and deficiencies
noted in the report made by the examiner pursuant to state and federal laws and regulations.
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Total Exam Hours:  [11.00 . . | Examination Number: | 65306 ' :

The information: contained in this report is based on the books and records of the licensee as licensed - - -
under NRS 604A, on statenients made to the examiner by the directors, officers, and employees, and on. .
inforrnation obtained from other sources believed. to be reliable and presumed by the examiner to be ©
correct. It is emphasized that this report is a teport of examination, and not an andit of the licensee, and
should not be construed as such. This report of examination does not replace nor relieve the principals of

their responsibility for performing or providing for adequate audits of the business.

This copy of the report is the property of the Department of Business and Industry of the State of Nevada,
and is furnished to the licensee for its confidential use. Under no circumstances shall the licensee, or any
of its directors, officers, or employees disclose in any manuer the report or any portion thereof to any
person or organization not officially connected with the licensee as officer, director, attorney, or auditor:
umless otherwise directed. Should any legal process docurnent be served calling for the surrender of this
repost or any portion thereof, the Commissioner of the Financial Institutions Division shall be notified
immediately. '

Each principal has the respdﬁs'ib'ilitf to review the contents of this report.
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 3391 E. Tropicana Ave.,
Ste. } Las Vegas, NV 89121 commenced on August 6, 2014. This business location currently holds a
Nevada Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial Institutions
Division (FID). The licensee has been granted approval to initiate Title Loans in accordance with
applicable statutes and regulations.

The licensee’s website www.titlemax.com is used as the main source of information for different products
and services that TitleMax offers. Customers have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the customer is referred to one of the stores to complete the
loan process.

The licensee currently offers the 120 day loan which allows the customer to make installment paymnents.

TitleMax currently has 40 locations in the state of Nevada. All the locations were visited during the
process of this examination.

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS 604A and NAC 604A.
The examination consisted of a review of the following: active loans, paid-off loans, delinquent loans,
loans that are in the repayment plan and declined loans, surety bonding requirement, completion of the
manager’s and statutory compliance questionnaires, and a review of the company’s policies and
procedures and forms used in the operation of the business. Emphasis was placed on compliance with
state regulations as well as federal regulations such as the Truth in Lending Act (Regulation Z) and the
Equal Credit Opportunity Act (Regulation B).

Annual Report

The annual report of operations is due to the Financial Institutions Division by April 15th each year. The
annual report of operations for year ending 2013 was received on April 8%, 2014 which is in accordance
with NRS 604A.750. '

Surety Bond

The Surety Bond appears to be sufficient. It is currently posted at $265,000.00 under Bond Number
60088894 with Capito! Indemnity Corporation and is due for renewal on February 15, 2014, The licensee
1s in compliance with NRS 604A.610.

Imternal / External Review
Titlemax did not submit any internal or external reviews. Internal or external reviews were not part of the
scope of the current examination.
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EXAMINATION COMMENTS AND C ONCLUSIONS

Financial Audit/ CPA
The CPA of the Financial Institutions Divisjon performed an analysis of key financial figures for the
fiscal year ending December 31, 2013, which were included in the 2013 Annual Report of Operations. No

areas of concern were noted.

Internal Routine and Control
The licensee uses CashWise Financial Services Software for its loan operations. Title loan underwriting

process includes:

e Loan application form

+ Income and obligations

« Govemnment issued photo identification

» Valid phone number

» Title of the vehicle

e Proof of insurance

s Current registration

o Affidavit stating the customer’s ability to repay the loan

During the previous examination the licensee was offering 30 day title loans. On January 28, 2014 the
licensee sent a letter to the Financial Institutions Division stating that TitfleMax {s going to stop offering
the 30 day title loans and start offering the 210 day title loans.

During the on-site visitation of current examination is was discovered that TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day title loan is currently being offered in all
TitleMax locations in the State of Nevada. '

The 210 day product mirrors NRS 604A.445 (3):

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

{d) The payments are calculated to ratably and fully amortize the entire amount of principal and interest
payable on the loan;

(c) Theloan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

The licensee also implemented “Grace Period Payments Deferment Agreement.” During the onsite
visitations of store locations it was observed employees arc pre-printing this grace period agreement and
putting it in customer’s files. The employees are also encouraging the customers to enter into this grace
period agreement. The employees are provided the following statement to read to customers:
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EXAMINATION COMMENTS AND CONCLUSIONS

“TMX Employee:

Great! Your contract states that you have 7 payments of <Amortized Loan Payments> which are for every
30 days starting on < Due Date>. By making this payment on time, your loan will be paid in full when
you make the final payment. However, for your convenience, you can also make a minimum payment of
<Minimum Payment to Extend> during this time. Any principal left at the end of the term will be placed
on a 0% payment plan for an additional seven months. Do you have any questions?”

This agreement consists of separating the interest and principal from the original amortized schedule
payments and prolonging the payment of principal until the full interest is paid. This agreement has a
schedule of 14 payments which for the first seven payment the cnstomer pays only interest. For the
remaining seven payments the customer pays the principal. The total amount paid under this agreement is
higher from the original amortized payments scheduled under the original loan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with
604A.445(3).

Training

TitleMax provides training upon hire and annually thereafter. All employees are required to complete
refresher courses on-line and as needed. The Compliance Department has the responsibility of overseeing
that all traiming materials are up to date with any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact number of the office of the Commissioner, notice of fees charged and business howrs are
posted conspicuously in the location where the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
According to the managers questionnaire, it is the licensee’s policy to maintain all records for five years
which is in compliance with NRS604A.700 and NAC 604 A.200.

Collection Agency Utilized by the Licensee

As of the examination date, the licensee does not utilize the services of a third party collection agency.
The internal collection process consists of sending letters and making phone calls to delinquent customers
by TitleMax’s collection department.
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EXAMINATION COMMENTS AND CONCLUSIONS

FDCPA
TitleMax employees are required to be certified on an annually basis. All collection employees are

required a minimum score of 80% to obtain the FDCPA. certification. The store managets monitor all
contact with debtors to assure that policy and produces are followed by all employees.

FinCen Registration
TitleMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;

as such, the licensce is not registered with FinCEN as a Money Service Business.

Complaints Filed Since the Previous Examination
The Financial Institutions Division complaint database was verified and indicates that as of October 14,
2014 there wete three complaints filed against TitleMax since the previous examination. TitleMax

responded to the complaints in a timely manner.

Total Sample Size
[As of Exam Date | Amanat 16,2013 |

Population “Sample Size *  Penetration
LOAN TYPES: ' .
Active Loans _ 424 10 2.36%
Delinquent Loans 145 5 3.45%
Closed Loans 18 5 27.778%
Declined Loans 2 2 100.00%
Total Loans = 589 22 3.74%

All of the loan samples were chosen randomly by the examiner. As of the examination date, the licensce
had:
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EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not:

2. Make a title loan without regard to the ability of the customer seeking the title loan to repay the
title loan, including the customer’s current and expected income, obligations and employment.

During the previous examination the licensee was found to be underwriting title loans in excess of the
customer’s disclosed income and obligations. There was no regard given to the customer’s ability to repay
the loan. This will be cited as a repeat violation. Please refer to the current violation section for more
details.

NAC 604A.230 Prohibited acts: Miscellaneous acts,
1. A lJicensee shall not:
(a) Require or accept a gnarantor to a transaction entered mto with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a cnstomer pursnant to a loan agreement which, under its
original terms '

(b) Requires the cnstomer to secure the loan by either:

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or snbsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursnant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
listed on the title of the vehicle. This violation will be cited as a repeat violation. Please refer to the
current violation section for more details.

NRS 604A.410 Written loan agreement required; contents

2. The loan agreement must inclnde, without limitation, the following information:

¢) The date and amount of the Ioan, amount financed, annual percentage rate, firance charge, total
of paymenis, payment schedule and a description and the amount of every fee charged, regardless
of the name given to the fee and regardless of whether the fee is required to be included in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous examination, the licensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
licensee has stopped offering the 30 day title loans. The new product 210 day title loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 Translation of documents written in Janguage other than English.

2. A document translated pursuant to this section must be:

(a) Translated by an interpreter who is:

(1) Certified by the Court Administrator in accordance with the provisions of NRS 1,510 and
regulations adopted pursuant thereto; or NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at [east 3 years the
original or a copy of each account, book, paper, written or electromic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

(2) Approved in writing by the Division.

(b) Accompanied by a certificate issued by the interpreter.

.Du:ring the previous examination, the licensee did not provide a copy of the Certified Court Interpreter in

the State of Nevada. During the current examination the licensee was able to provide a copy of the
Certified Court Interpreter for the State of Nevada. Therefore, this violation is deemed rectified.

© NAC 604A.200 Maintenance of books and records.

1, Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the

original or a copy of each account, book, paper, written or electronic record or other document that

concerns each loan or other transaction involving a customer in this State.
2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee,

During the previous examination, the licensee was unable to provide all the records requested by the
exarniner in charge. During the current examination the licensee was able to provide all the records
requested. Therefore, this violation is deemed rectified.

NRS 604A.410 Written loan agreement required; contents.

i. Before making any loan to a customer, a licensee shall provide to the customer a written loan
agreement which may be kept by the customer and which must be written in:

(2) English, if the transaction is conducted in English; or

(b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensee was found to be using loan agreement written in English
and receipts written in Spanish. During the current examination there was no evidence of such. Therefore,
this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment plan

2. I the licensee intends to conumence any civil action or process of alternative dispute resolution
or repossess a vehicle in an effort to collect a defaulted loan, the licensee shall deliver to the
customer, not later than 15 days after the date of defaunlt, or not later than 5 days after a check is
not paid upon presentment or an electronic transfer of money fails, whichever is later, written
notice of the opportunity to enter into a repayment plan. The written notice must:

(a) Be in English, if the initial transaction was conducted in English, or in Spanish, if the initial
‘transaction was conducted in Spanish,

During the previous examination the licensee had a repayment plan offer in English and the receipt was
issued in Spanish. During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate languages. Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; calculation of amount financed,
annual percentage rate and finance charge.

2. For the purposes of this chapter, proper calculation of the amount financed, annual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z. '

During the previous exarnination the licensee was found understating the APR. During the current
examination there was no evidence of such. Therefore, the violation is deemed rectified.

EXIT MEETING

The exit meeting was held telephonically on December 18, 2014. The licensee was represented by Carnrie
E. Carbone, SVP of Compliance and Product General Counsel, Victoria Newman, Compliance and
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attommey, Andrea Bruce, Examiner.
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION
NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not:
5. Make a title loan witbout regard to the ability of the customer seeking the title loan (o
repay the title loan, including the customer’s current and expected income, obligations and

employment.

The title loans ite;nized below were underwritten in excess of the customer’s disclosed income and
obligations, therefore, there was no regard given to the customer’s ability to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan
Total
Amount

Stated Stated of | Amount

Borrower’s Name Loan Number | Term | Income Obligations | Loan(s) Over

Denis Arft 10569-0085134 | 30day | $2,500.00 | $830.00 $2,129.22 | $455.22

Marcela Mange-Galaz | 10569-0076103 | 30 day | $1,600.00 | $800.00 $1,771.26 | $971.26
Tara Grant 10560-0115238 | 120 day | $3000.00 | $3000.00 $2.533.45 | $2,533.45
Veronica Jones 10560-0075994 | 30day | $2,253.00 $1,320.00 $2.866.00 | $1,933.00

Management’s response:
to the Financial Institution Division

Ms. Sarah C. Poff, Director of Compliance, stated that a response will be seit

once the report of examination is received.

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A Licensee shall not:
(a) Require or accept a guarantor to a trapsaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “fitle” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the curtent examination, the licensee provided a policy which states the following:

“The primary borrower must be on the title; however if there is a co-borrower (on the title or not), he
must sign the Application and Contract.”

During the stores visits, the examiner in charge found several files where the co-borrower was not in the
vehicle title. In some instances the co-borrower had a different address and different last name.

Management’s response: Ms, Sarah C, Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of exiension.
Notwithstanding any other provision of this chapter to the contrary:

3. The original term of a title loan may be up to 210 days lf

(a) Theloan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amonnt of principal and
interest payable on the loan;

{¢) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Cliapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the liccnsee shall not charge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Tiflemax implemented a 210 day title loan product that mirrored NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complies with
NRS 604A.445(3). The examination also showed that Titlemax markets and offers an amendment to the
original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210.

Onsite visits to Titlemax locations and conversations with store employees showed that Titlemax
routinely offers an amendment to the original loan agreement called the “Grace Period Payments
Deferment Agreement” (hereinafter, the “Amended Agreement™),
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EXAMINATION COMMENTS AND CONCLUSIONS

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customers to enter into the Amended Agreement. The employces are
frained to encourage customers to participate in the Amended Agreement as soon as the original
agrecment is issued, and not wait until the loan is in default status. Pre-printed amended agreements were
found in customers’ files during the onsite store visits.

Moreover, management issued the below marketing statement with the instruction that employees should
encourage customers to enter into the Amended Agreement. The marketing statement provides:

“Vour contract states that you have 7 payments of <Amortized Loan Payments> which are
for every 30 days starting on < Due Date> By making this payment on time, your loan will
be paid in full when you make the final payment. However, for your convenience, you can
also make a minimum payment of <Minimum Payment to Extend> during this time. Any
principal left at the end of the term will be placed on a 0% payment plan for an additional
seven months. Do you have any questions?”

The marketing statement emphasizes lower payments. But, in fact, under the Amended Agreement, the
total amount owed by the customer is more than the total amount owed under the original loan agreement,
as further detailed below. '

The text of the Amended Agreement provides:

«“Because this is only an amendment and modification of the loan agreement in which we
are only modifying and deferring your payments under the Title Loan Agreement, you
acknowledge and agree that Il of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury irial and arbitration provision
remain in foll force and effect.”

This statement shows an intent to avoid compliance with NRS 604A.445(3).

Under the original loan agreement the customer makes seven fully amortized payments (210 days) to pay
the loan off without a balloon payment at the end, thereby complying with all provisions of NRS
604A.445(3). But, under the Amended Agreement, the customer makes 14 payments (390 days), the first
seven payments are only interest and last seven payments are principal. Thus, Amended Agreement
separates interest and principal from the original amortized schedule of payments, and thereby prolongs
the payment of principal until the full interest is paid.

For an example of how customers owe more under the Amended Agreement compared to the original
agreement, please see below:
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EXAMINATION COMMENTS AND CONCLUSIONS

LOAN NUMBER TOTAL AMOUNT TO | TOTAL AMOUNT TO | OVERAGE
BE PAID UNDER|{BE PAID UNDER
ORIGINAL LOAN | “AMENDED” LOAN
AGREEMENT AGREEMENT
10569-0115238 $2,533.45 $3,108.82 $575.37
10569-0118995 $815.94 $989.65 $173.71
10569-0113782 $1,819.80 $2,233.10 $413.30

Titlemax must comply with NRS 604A.445 (3) and NRS 604A.210. Cusfomers who enter into the
Amended Agreement owe more money compared to the original loan with its fully amortized payments.
Thus, Titlemax’s Amended Agreement violates NRS 604A.445 (3) and NRS 604A.210.

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

FEDERAL

No violations of Federal laws were noted during the examination. However, this examination should not
be considered a full compliance examination relative to Federal statutes.

SUMMARY

Each licensee, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
“Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensee
at this examination is “Needs Improvement.”

A rating of “Needs Improvement” indicates that the licensee and the management of the licensee have
demonstrated less than satisfactory compliance, or instances and situations involving a lack of compliance
with applicable state and federal laws and regulations and that regulatory supervision is required. The
licensee and management will be required to respond in writing to the report of examination within 30
days providing the procedures that have been initiated for the correction of the violations and deficiencies
noted in the report made by the examiner pursuant to state and federal laws and regulations.
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The information contained in this report is based on fhe books and records of the licensee as licensed
under NRS 604A, on statcments made to the examiner by the directors, officers, and employees, and on
information obtained from: other sources believed to be- relizble and presumed by the examiner to be
correct. Tt is emphasized that this report is a report of examination, and not an audit of the licensée, and
should not be construed as such, This report of examination does not replace nor relieve the principals of
their responsibility for performing or providing for adequate audits of the business.

This copy of the report is the property of the Department of Business and Industry of the State of Nevada,
and is farnished to the licensee for its confidential use. Under no circumstances shall the licensee, or any
of its directors, officers, or employees disclose in any manner the report or any portion thereof to any
person or organization not officially connected with the licensee as officer, director, attorney, or auditor
unless otherwise directed. Should any legal process document be served calling for the surrender of this
report or any portion thereof, the Commissioner of the Financial Institutions Division shall be notified
immediately.

Each principal has the responsibility to review the contents of this report.
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 3575 W, Tropicana Ave.,
Las Vegas, NV 89103 commenced on August 6, 2014, This business location currently holds a Nevada
Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial Institutions
Division (FID). The licensee has been granted approval to initiate Title Loans in accordance with
applicable statutes and regulations.

The licensee’s website www.titlemax.com is used as the main source of information for different products
and services fhat TitleMax offers. Customers have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the customer is referred to one of the stores to complete the
loan process.

The licensee currently offers the 120 day loan which allows the customer to make installment payments.

TitleMax currently has 40 locations in the state of Nevada. All the locations were visited during the
process of this examination.

SCOPE OF EXAMINATION

The primary purpose of the examination was fo determine compliance with NRS 604A and NAC 604A.
The cxamination consisted of a review of the following: active loans, paid-off loans, delinquent loans,
loans that are in the repayment plan and declined loans, surety bonding requirement, completion of the
manager’s and statutory compliance questionnaires, and a review of the company’s policies and
procedures and forms used in the operation of the business. Emphasis was placed on compliance with
state regulations as well as federal regulations such as the Truth in Lending Act (Regulation Z) and the
Equal Credit Opportunity Act (Regulation B).

Annual Report
The annual report of operations is due to the Financial Institutions Division by Apnl 15th each year, The
annual report of operations for year ending 2013 was received on April 8", 2014 which is in accordance

with NRS 604A.750.

Surety Bond

The Surety Bond appears to be sufficient. It is currently posted at $265,000.00 under Bond Number
60088894 with Capitol Indemnity Corporation and is due for renewal on Febroary 15, 2014. The licensee
is in compliance with NRS 604A.610.

Internal / External Review
Titlemax did not submit any intemal or external reviews. Internal or external reviews were not part of the
scope of the current examination.
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EXAMINATION COMMENTS AND CONCLUSIONS

Financial Audit/ CPA
The CPA of the Financial Institutions Division performed an analysis of key financial figures for the
fiscal year ending December 31, 2013, which were included in the 2013 Annual Report of Operations. No

areas of concein were noted.

Internal Routine and Control
The licensec uses CashWise Financial Services Software for its loan operations. Title loan underwriting

process includes:

Loan application form

Income and obligations

Government issied photo identification

Valid phone number

Title of the vehicle

Proof of insurance

Cutrent registration

o  Affidavit stating the cusiomer’s ability to repay the loan

During the previous examination the licensee was offering 30 day title loans. On January 28, 2014 the
licensee sent a letter to the Financial Tnstitutions Division stating that TitleMax is going to stop offering
the 30 day title loans and start offering the 210 day title Joans.

During the on-site visitation of current examination is was discovered that TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day title loan is currently being offered in all
TitleMax locations in the State of Nevada.

The 210 day product mirrors NRS 604A.445 (3):

3. The original term of a title loan may be up to 210 days if!

(a) TheJoan provides for paymenis in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and interest
payable on the Joan;

(c) Theloan is not subject to any extension, and

(d) The loan does not require a balloon payment of any kind.

The licensce also implemented “Grace Period Payments Deferment Agreemen » Durng the onsite
visitations of store locations it was observed employees are pre-printing this grace period agreement and
putting it in customer’s files. The employees are also encouraging the customers to enter into this grace
period agreement. The employees are provided the following statement to ead to customers:
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EXAMINATION COMMENTS AND CONCLUSIONS

“TMX Employee:

Great! Your contract states that you have 7 payments of <Amortized Loan Payments™> which are for every
30 days starting on < Due Date>. By making this payment on time, your Joan will be paid in full when
you make the final payment. However, for your convenience, you can also make a minimum payment of
<Minimum Payment to Extend> during this time. Any principal left at the end of the term will be placed
on a 0% payment plan for an additional seven months. Do you have any questions?”

This agreement consists of separating the interest and principal from the original amortized schedule
payments and prolonging the payment of principal until the full interest is paid. This agreement has a
schedule of 14 payments which for the first seven payment the customer pays only interest. For the
remaining seven payments the customer pays the principal. The total amount paid under this agreement is
higher from the original amortized payments scheduled under the original loan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with
604A.445(3).

Training

TitleMax provides training upon hire and annually thereafter. All employees are required to complete
refresher courses on-line and as needed. The Compliance Department has the responsibility of overseeing
that all training materials are up to date with any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location where the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.,140, and NAC 604A.150.

Record Retention
According to the managers questionnaire, it is the licensee’s policy to maintain all records for five years
which is in compliance with NRS604A.700 and NAC 604A.200.

Collection Agency Utilized by the Licensee

As of the examination date, the licensee does not utilize the services of a third party collection agency.
The internal collection process consists of sending letters and making phone calls to delinquent customers
by TitleMax’s collection department.
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EXAMINATION COMMENTS AND CONCLUSIONS

¥DCPA
TitleMax employees are required to be certified on an annually basis. All collection employees are

required a minimum score of 80% to obtain the FDCPA. certification. The store managers monitor all
contact with debtors to assure that policy and produces are followed by all employees.

IinCen Registration
TitieMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;

as such, the licensee is not registered with FinCEN as a Money Service Business.

Complaints Filed Since the Previous Examination
The Financial Institutions Division complaint database was verified and indicates that as of Qctober 14,

2014 there were three complaints filed against TitleMax since the previous cxamination. TitleMax
responded to the complaints in a fimely manner. ’

Total Sample Size
[As of Exam Date | August 31, 2014 ]

Population Sample Size Penetration
LOAN TYPES: -
Active Loans 118 8 6.78%
Delinquent Loans 45 4 2.89%
Closed Loans . 10 5 50.00%
Declined Loans 2 2 100.00%
Total Loans = 175 19 10.86%

All of the loan samples were chosen randomly by the examiner. As of the examination date, the licensee
had:
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EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not:

2. Make a title loan without regard to the ability of the customer seeking the title loan to repay the
title loan, including the customer’s current and expected income, obligations and employment.

During the previous examination the licensee was found to be underwriting title loans in excess of the
customer’s disclosed income and obligations. There was no regard given to the customer’s ability to repay
the loan. This will be cited as a repeat violation. Please refer to the current violation section for more
details.

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not: ’
(a) Require or accept a guarantor to a transaction cntered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan™ means a loan made to a customer pursuant to a loan agreement which, under its
‘original terms

(b) Requires the customer to seeure the loan by either:

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. *“Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
listed on the title of the vehicle. This violation will be cited as a repeat violation. Please refer to the
current violation section for more details.

NRS 604A.410 ‘Written loan agreement required; contents

2. The loan agreement must include, without limitation, the following information:

¢) The date and amount of the loan, amount financed, annual percentage rate, finance charge, total
of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given to the fee and regardless of whether the fee is required to be included in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous examination, the licensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
licensee has stopped offering the 30 day title loans. The new product 210 day ftitle loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 Translation of documents written in language other than English.

2. A document translated pursuant to this section must be:

(a) Translated by an interpreter who is:

(1) Certified by the Court Administrator in accordance with the provisions of NRS 1.510 and
regulations adopted pursuant thereto; or NAC 604A.200 Maintenance of books and recovds.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or elecironic record or ofher document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of
business in this State designated by the licensee.

(2) Approved in writing by the Division.

(b) Accompanied by 2 certificate issued by the interpreter.

During the previous examination, the licensee did not provide a copy of the Certified Court Interpreter in
the State of Nevada. During the current examination the licensec was able to provide a copy of the
Certified Court Interpreter for the State of Nevada. Therefore, this violation is deemed rectificd.

NAC 604A.200 Maintenance of boolks and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of

business in this State designated by the licensee.

During the previous examination, the licensee was wnable to provide all the records requested by the
examiner in charge. During the current examination the licensee was able to provide all the records
requested, Therefore, this violation is deemed rectified.

NRS 604A.410 Written Joan agreement required; contents.

1. Before making any loan to a customer, a licensee shall provide to the customer 2 written loan
agreement which may be kept by the customer and which must be written in:

(a) English, if the transaction is conducted in English; or

(b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensee was found to be using Joan agreement written in English
and receipts written in Spanish. During the current examination there was no evidence of such. Therefore,
this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment plan

3. If the licensee intends to commence any civil action or process of alternative dispute resolution
or repossess a vehicle in an effort to collect a defaulted loan, the licensee shall deliver to the
customer, not later than 15 days after the date of default, or not later than 5 days after a check is
not paid upon presentment or an electronic transfer of money fails, whichever is later, written
notice of the opportunity fo enter into a repayment plan. The written notice must:

(a) Be in English, if the initial transaction was conducted in English, or in Spanish, if the initial
tramsaction was conducted in Spanish.

During the previous examination the licensee had a repayment plan offer in English and the receipt was
issued in Spanish. During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate languages. Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; calculation of amount financed,
annual percentage rate and finance charge.

2. For the purposes of this chapter, proper calculation of the amount financed, ammual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation 7. ’

During the previous examination the licensee was found understating the APR. During the current
examination there was no evidence of such. Therefore, the violation is deemed rectified.

EXIT MEETING

The exit meeting was held telephonically on December 18, 2014. The licensee was represented by Carrie
E. Carbone, SVP of Compliance and Product General Counsel, Victoria Newman, Compliance and
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attorney, Andrea Broce, Examiner,
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND

STATE

REPEAT VIOLATION

NRS 604A.450 Title loans: Prohibited acts by
A Jicensee who makes title loans shall not:

d to the ability of the customer
d expected income,

ability to repay loan.

2. Make a title loan without regar
repay the title loan,

employment.

The title loans itemized below were
obligations, therefore, there was no reg

underwritten in exce ;
ard given to the customer’s ability to rep

licensee regarding a

including the customer’s current an

REGULATIONS

mount of loan and customer’s
seeking the title loan to

obligations and

ss of the custorner’s disclosed income and
ay the loan:

No Regard to Customer’s Ability to Repay the Title Loan ]
Total
Amount
) ] Stated Stated of Amount
Borrower’s Name Loan Numbex Term | Inmcome | Obligations Loan(s) Over
Ronald Stevens 13769-0098972 30 day | $2,541.00 | $973.70 $3,472.70 | $1,905.40
Brian Robinson 13769-0084521 30 day | $4,500.00 $2,500.00 | $2,690.97 $690.97
Laura German 13769-0089711 30 day | $1,400.00 | $1,004.00 $495.56 | $99.56
Steve Nguyen 13769-0110686 30 day | $4,500.00 | $700.00 $5,521.50 | $1,721.50
Management’s response: Ms. Sarah C. Poff; Director of Compliance, stated that a response will be sent

to the Financial Institution Division on

REPEAT VIOLATION

ce the report of examination is rece

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shall not:

(a) Require or accept a guarantor to a trapsac

NRS 604A.105

1, “Title loan” means

original terms

(b) Requires the custo
(1) Giving possession 0
agent, affiliate or subsidiary of the licensee.

«Title loan” defined.
a loan made to a customer pursuant to

mer to secure the loan by either:
{ the title to a vehicle legally owned by

ived.

tion entered into with a customer. A

a loan agreement which, under its

the eustomer to the licensee or any
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the current examination, the licensee provided a policy which states the following:

“The primary borrower must be on the title; however if there is a co-borrower (on the title or not), he
must sign the Application and Contract.”

During the stores visits, the examiner in charge found several files where the co-borrower was not in the
vehicle title. [n some instances the co-borrower had a different address and different last name.

Management’s response: Ms. Sarah C. Poff; Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

FEDERAL

No violations of Federal laws were noted during the examination. However, this examination shquld not
be considered a full compliance examination relative to Federal stafutes. '

SUMMARY

Fach licensee, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
“Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maijntain such compliance. The rating of the licensee
at this examination is ‘Needs Improvement.”

A rating of “Needs Improvement” indicates that the licensee and the management of the licensee have
demonstrated less than satisfactory compliance, or instances and situations involving a lack of compliance
with applicable state and federal laws and regulations and that regulatory supervision is required. The
licensee and management will be required to respond in writing to the report of examination within 30
days providing the procedures that have been initiated for the correction of the violations and deficiencies
noted in the report made by the examiner pursuant to state and federal laws and regplations.
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 6795 W. Tropicana Ave.,
Ste. 140 Las Vegas, NV 89103 commenced on August 6, 2014. This business location currently holds a
Nevada Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial Institutions
Division (FID). The licensee has been granted approval to initiate Title Loans in accordance with

applicable statutes and regutations.

The licensee’s website www.titlernax.com is used as the main source of information for different products
and services that TitleMax offers. Customers have the ability to complete a loan applications on-line. The
application is reviewed by the call center and the customer is referred to one of the stores to complete the
loan process.

The licensee currently offers the 120 day loan which allows the customer to make installment payments.

TitleMax currently has 40 locations in the state of Nevada. All the locations were visited during the
process of this examination.

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS 604A and NAC 604A.
The examination consisted of a review of the following: active loans, paid-off loans, delinquent loans,
loans that are in the repayment plan and declined loans, surety bonding requirement, completion of the
manager’s and statutory compliance questionnaires, and a review of the company’s policies and
procedures and forms used in the operation of the business. Emphasis was placed on compliance with
state regulations as well as federal regulations such as the Truth m Lending Act (Regolation Z) and the
Equal Credit Opportunity Act (Regulation B).

Annual Report
The annual report of operations is due to the Financial Institutions Division by April 15th each year. The
amual report of operations for year ending 2013 was received on April gth, 2014 which is in accordance

with NRS 604A.750.

Surety Bond
The Surety Bond appears to be sufficient. It is currently posted at $265,000.00 under Bond Number

60088894 with Capitol Indemnity Corporation and is due for renewal on February 15, 2014. The licensee
is in compliance with NRS 604A.610.

Internal / External Review
Titlemax did not submit any internal or extemal reviews. Interal or external reviews were not part of the

scope of the current examination.
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EXAMINATION COMMENTS AND CONCLUSIONS

Financial Audit / CPA
The CPA of the Financial Institutions Division performed an analysis of key financial figures for the
fiscal year ending December 31, 2013, which were included in the 2013 Annual Report of Operations. No

areas of concern were noted.

Internal Routine and Control
The licensee uses CashWise Financial Services Software for its loan operations. Title loan underwriting

process includes:

Loan application form

Income and obligations

Government issued photo identification

Valid phone number

Title of the vehicle

Proof of insurance

Current registration

Affidavit stating the customer’s ability to repay the loan

During the previous examination fhe licensee was offering 30 day title loans. On January 28, 2014 the
licensee senit a letter to the Financial Institutions Division stating that TitleMax is going to stop offering
the 30 day title loans and start offering the 210 day title loans.

During the on-site visitation of current examination is was discovered that TitleMax stopped offering the
30 day loans as of July, 2014. The new product, 210 day fitle loan is currently being offered .in all
TitleMax locations in the State of Nevada. :

The 210 day product mirrors NRS 604A.445 (3):

3, The original term of a title loan may be up to 210 days if:

(2) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and interest
payable on the loan;

{¢) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

The licensee also implemented “Grace Period Payments Deferment Agreemen » During the onsite
visitations of store locations it was observed employees are pre-printing this grace period agreement and
putting it in customer’s files. The employces are also encouraging the customers to enter into this grace
period agreement. The employees are provided the following statement to read to customers:
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EXAMINATION COMMENTS AND CONCLUSIONS

“TMX Employee;

Great! Your contract states that you have 7 payments of <Amortized Loan Payments> which are for every
30 days starting on < Due Date>. By making this payment on time, your loan will be paid in full when
you make the final payment. However, for your convenience, you can also make a minimum payment of
<Minimum Payment to Extend> during this time. Any principal left at the end of the term will be placed
on a 0% payment plan for an additional seven months. Do you have any questions?”

This agreement consists of separating the interest and principal from the original amottized schedule
payments and prolonging the payment of principal until the full interest is paid. This agreement has a
schedule of 14 payments which for the first seven payment the customer pays only interest. For the
remaining seven payments the customer pays the principal. The total amount paid under this agreement is
higher from the original amortized payments scheduled under the original loan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with
604A.445(3).

Training

TitleMax provides training upon hire and annually thereafter. All employees are required to complete
refresher courses on-line and as needed. The Compliance Depariment has the responsibility of overseeing
that all training materials are up to date with any industry changes and demands. '

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location where the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention .
According to the managers questionnaire, it is the licensee’s policy to maintain ail records for five years
which is in compliance with NR8604A.700 and NAC 604A.200.

Collcction Agency Utilized by the Licensee

As of the examination date, the licensee does not utilize the services of a third party collection agency.
The infemal collection process consists of sending letters and making phone calls to delinquent customers
by TitleMax’s collection department.
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EXAMINATION COMMENTS AND CONCLUSIONS

FDCPA : .
TitleMax employees are required fo be certified on an annually basis. All collection employees are

required a minimum score of 80% to obtain the FDCPA certification. The store managers monitor all
contact with debtors to assure that policy and produces are followed by all employees.

FinCen Registration
TitleMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;

as such, the licensee is not registered with FinCEN as a Money Service Business.

Complaints Filed Since the Previous Examination
The Financial Institutions Division complaint database was verified and indicates that as of October 14,

2014 thete were three complaints filed against TitleMax since the previous examination. TitleMax
responded to the complaints in a timely manner. :

Total Sample Size
IAs of Exam Date | " August 31, 2014 i
Population . Bample Size Penetration

LOAN TYPES: )

Active Loans 50 10 20.00%
Delinquent Loans 17 5 29.41%
Closed Loans 12 4 33.33%
Declined Loans 2 2 100.00%
Total Loans = 31 21 25.93%

All of the loan samples were chosen randomly by the examiner. As of the examination date, the licensce
had:

REPORT OF EXAMINATION
STATE OF NEVADA

DEPARTMENT OF BUSINESS AND INDUSTRY
FINANCIAL INSTITUTIONS DIVISION P O 1 O ’7 9 1

ROA ORQ@427- o005




EXAMINATION COMMENTS AND CONCLUSIONS

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

NRS 604A.450 Title loans: Prohibifed acts by licensee regarding amount of loan and customer’s
ability to repay loan, A licensee who makes title loans shall not:

2. Make a title loan without regard to the ability of the customer seeking the title loan to repay the
title loan, including the customer’s current and expected income, obligations and employment.

During the previous examination the licensee was found to be underwriting title loans in excess of the
customer’s disclosed income and obligations. There was no regard given to the customer’s ability to repay
the loan. This will be cited as a repeat violation. Please refer to the current violation section for more
details.

NAC 0604A.230 Prohibited acts: Miscellaneous acts.
1. Alicensee shall not: )
(a) Reqnire or accept a guarantor to a transaction cntered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a customer pursuant to a loan agreement which, under its
original terms ‘

(b) Requires the customer to secure the loan by either:

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any
agent, affiliate or subsidiary of the licensee.

NRS 0604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or owmership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similay document jssued pursuant to the laws of another jurisdiction.

During the previous examination several of the loan files reviewed showed co-borrowers which were not
listed on the title of the vehicle, This violation will be cited as a repeat violation. Please refer to the
current violation section for more details.

NRS 604A.41¢ Written loan agreement required; contents

2. The Yoan agreement must include, without limitation, the following information:

¢) The date and amzount of the loan, amount financed, annual percentage rate, finance charge, total
of payments, payment schedule and a.description and the amount of every fee charged, regardless
of the name given to the fee and regardless of whether the fee is required to be included in the
finance charge under the Truth in Lending Act and Regulation Z;

During the previous examination, the licensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loans. Since the previous examination the
licensee has stopped offering the 30 day title loans. The new product 210 day title loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 Translation of documents written in language other than English.

2. A document translated pursuant to this section must be:

(a) Translated by an interpreter who is:

(1) Certified by the Court Administrator in accordance with the provisions of NRS 1.510 and
regulations adopted pursuant thereto; or NAC 604A.200 Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be maintained af a place of
business in this State designated by the licensee.

(2) Approved in writing by the Division.

(b) Accompanied by a cerfificate issued by the intexpreter.

During the previoﬂs examination, the licensee did not provide a copy of the Certified Court Interpreter in
the Stafe of Nevada. During the curent examination the licensee was able to provide a copy of the
Certified Court Interpreter for the State of Nevada, Therefore, this violation is deemed rectified.

NAC 604A.200° Maintenance of books and records.

1. Except as otherwise provided in NRS 604A.700, a licensee shall maintain for at least 3 years the
" original or 2 copy-of each account, book, paper, writien or electronic record or other document that

concerus each loan or other transaction involving a customer in this State. _

2. Except as otherwise provided in NRS 604A.620, those records must be maintained at a place of

business in this State designated by the licensee.

During the previous examination, the licensee was unable to provide all the records requested by the
examiner in charge. During the current examination the licensee was able to provide all the records
requested. Therefore, this violation is deemed rectified.

NRS 604A.410 Wriiten loan agreement required; contents.

1. Before making any loan to a customer, a licensee shall provide to the customer a written loan
agreement which may be kept by the customer and which must be written in:

(a) English, if the transaction is conducted in English; or

(b) Spanish, if the transaction is conducted in Spanish.

During the previous examination the licensee was found to be using loan agrecment written in English
and receipts written in Spanish. During fae current examination there was no evidence of such. Therefore,
this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment plan

2. If the licensee intends to commence any civil action or process of alternative dispute resolution
or repossess a vehicle in an effort to coliect a defaulted Joan, the licensee shall deliver fo the
customer, not later than 15 days after the date of default, or not later than 5 days after a check is
not paid upon presentment or an electronic transfer of money fails, whichever is later, written
notice of the opportunity to enter into 2 repayment plan. The written notice must:

(@) Be in English, if the initial transaction was conducted in English, or in Spanish, if the jnitial
transaction was conducted in Spanish.

During the previous examination the licensee had a repayment plan offer in English and the receipt was
issued in Spanish. During the current examination, there was no evidence that the repayment plans and the
receipts were done in separate languages. Therefore, this violation is deemed rectified.

NRS 604A.150 Additional terms defined under federal law; calculation of amount financed,
annual percentage rate and finance charge.

2. For the purposes of this chapter, proper calculation of the amount financed, annual percentage
rate and finance charge for a loan must be made in accordance with the Truth in Lending Act and
Regulation Z. ‘

During the previous examination the licensee was found understating the APR. During the current
examination there was no evidence of such. Therefore, the violation is deemed rectified.

EXIT MEETING

The exit meeting was held telephonically on December 18, 2014. The licensee was represented by Carrie
E. Carbone, SVP of Compliance and Product General Counsel, Victoria Newman, Compliance and
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Institutions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attorney, Andrea Bruce, Examiner.
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION

NRS 604A.450 Title loans:
A licensee who makes title loans 8
loan without regard to the ability of the custoxmer
including the customer’s current and expected income,

ability to repay loan.

2, Make a fitle
repay the title loan,

employment.

The title loans itemized below were un
obligations, therefore, there was no regard

Prohibited acts by licensee regarding amount of loan and customer’s

hall not:
seeking the title loan to
obligations and

derwritten in excess of the customer’s disclosed income and
given fo the customer’s ability to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan
Total
Amount
) . Stated Stated of .| Amount
- Borrower’s Name Loan Number Teym | Income Obligations | Loan(s) Over
Maria Alcaraz 13969-0103034 30 day | $1,300.00 | $700.00 $804.93 | $204.93
Fanny Butler 13969-0110789 30 day | $2,200.00 | $1,300.00 $1,732.65 | $832.65
Jesus Fagre 13969-0107005 30 day | $2,600.00 | $800.00 $2,771.75 § $971.75
Carmela Dadivas 13969-0108680 30 day | $1,600.00 | $800.00 $3,412.30 | $2,612.30
Nikkia Mullins 13696-0101670 30 day | $800.00 | $470.00 $2,441.78 | $2,111.78
.| Susan Carlson 13969-0082236 30 day | $200.00 | $0.00 $349.590 {$149.59
Lisa Akana 13969-0098457 30 Day | $1,600.00 | $300.00 $1,193.30 | $393.30
Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent

to the Financial Institution Division once the report of examination is received.

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneous acts.

1. A licensee shall not:
(a) Require or accept 2 guarantor to a transaction entered into with a customer.

NRS 604A.105 “Title loan” defined. o
1. “Title loan®” means a loan made to a customer pursuant to a loan agreement which, under its

original terms
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EXAMINATION COMMENTS AND CONCLUSIONS

(b) Requires the customer to secure the loan by either:
(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee or any

agent, affiliate or subsidiary of the licensee.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title oxr ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar decument issued pursuant to the laws of another jurisdiction.

During the current examination, the licensee provided a policy which states the following:

“The primary borrower must be on the title; however if there is a co-borrower (on the title or not), he
must sign the Application and Contract.”

During the stores visits, the examiner in charge found several files where the co-borrower was not in the
vehicle title. In some instances the co-borrower had a different address and different last name.

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of exténsion.
Notwithstanding any other provision of this chapter to the contrary:

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

'(b) The payments are calculated to ratably and fully amortize the entire amount of principal and
interest payable on the loan;

(c) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of 2 loan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Amy fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Titlemax implemented a 210 day fitle loan product that mirrored NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complies with
NRS 604A.445(3). The examination also showed that Titlemax markets and offers an amendment to the
otiginal loan agreement that violates NRS 604A.445 (3) and NRS 604A.210.
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EXAMINATION COMMENTS AND CONCLUSIONS

Onsite visits to Titlemax locations and conversations with store employees showed that Titlemax
routinely offers an amendment to the original loan agreement called the “Grace Period Payments
Deferment Agreement” (hereinafter, the “Amended Agreement”).

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customets to enter into the Amended Agreement. The employees are
trained to encourage customers t0 participate in the Amended Agreement as soon as the original
agreement is issued, and not wait until the loan is in default status. Pre-printed amended agreements Were
found in customers’ files during the onsite store visits.

Moreover, management issued the below marketing statement with the instruction that employees should
encourage customers to enter into the Amended Agreement. The marketing statement provides:

«your contract states that you have 7 payments of <Amortized Loan Payments> which are
for every 30 days starting on < Due Date>. By making this payment on time, your loan will
be paid in full when you make the final payment. However, for your convenience, you can
also make a minimum payment of <Minimum Payment to Extend> during this time. Any
principal left at the end of the term will be placed on a 0% payment plan for an additional
seven months. Do you have any questions?” _ ’

The marketing statement emphasizes lower payments. But, in fact, under the Amended Agreement, the
total amount owed by the customer is more than the total amount owed under the original loan agreement,
as further detailed below.

The text of the Amended Agreement provides:

“Recause this is only an amendment and modification of the loan agrecment in which we
are only modifying and deferring your payments under the Title Y.oan Agreement, you
acknowledge and agree that all of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury trial and arbitration provision
remain in full force and effect.”

This statement shows an intent to avoid compliance with NRS 604A.445(3).

Usnder the original loan agreement the customer makes seven fully amortized payments {210 days) to pay
the loan off without a balloon payment at the end, thereby complying with all provisions of NRS
604A.445(3). But, under the Amended Agreement, the customner makes 14 payments (390 days), the first
seven payments are only interest and last seven payments are principal. Thus, Amended Agreement
separates interest and principal from the original amortized scheduie of payments, and thereby prolongs
the payment of principal until the full interest is paid.

For an example of how customers owe mote under the Amended Agreement compared to the original
agreement, pleasc see below:
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EXAMINATION COMMENTS AND CONCLUSIONS

LOAN NUMBER TOTAL AMOUNT TO | TOTAL AMOUNT TO { OVERAGE
BE PAID UNDER||BE PAID UNDER
ORIGINAL LOAN | “AMENDED” LOAN

AGREEMENT AGREEMENT _
13969-0115012 $2,903.50 $3,432.60 $529.10
13696-0112704 $4,340.85 $5,131.90 $791.05

Titlemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customers who enter into the
Amended Agreement owe more money compared to the original loan with its fully amortized payments.
Thus, Titlemax’s Amended Agreement violates NRS 604A.445 (3) and NRS 604A.210.

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent
to the Financial Institution Division once the report of examination is received.

FEDERAL

No violations of Federal laws were noted during the examination. However, this examination should not
be considered a full compliance examination relative to Federal statutes.

SUMMARY

Each licensee, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
“Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance, The rating of the licensee
at this examination is “Needs Improvement.”

A rating of “Needs Improvement™ indicates that the licensee and the management of the licensee have
demonstrated less than satisfactory eompliance, or instances and situations involving a lack of compliance
with applicable state and federal laws and regulations and that regulatory supervision is required. The
licensec and management will be required to respond in writing fo the report of examination within 30
days providing the procedures that have been initiated for the correction of the violations and deficiencies
noted in the report made by the examiner pursuant to state and federal laws and regulations.
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THIS REPORT IS STRICTLY CONFIDENTIAL

The information contained in this report is based on the books and records of the licensee as licensed
under NRS 604A, on statements made to the examiner by the directors, officers, and employees, and on
information obtained from other sources believed to be reliable and presumed by the examiner to be
correct. It is emphasized that this report is a report of examination, and not an audit of the licensee, and
should not be construed as such. This report of examination does not replace nor relicve the principals of

their responsibility for performing or providing for adequate audits of the business.

This copy of the report is the property of the Department of Business and Industry of the State of Nevada,
and is furnished to the licensee for its confidential use. Under no circumstances shall the licensee, or any
of its directors, officers, or employees disclose in any manner the report or any portion thereof to any
person or organization not officially connected with the licensee as officer, director, attorney, or auditor
unless otherwise directed. Should any legal process document be served calling for the surrender of this
report or any portion thereof, the Commissioner of the Financial Institutions Division shall be notified
immediately.

Each principal has the responsibility to review the conients of this report.

State of Nevada
Department of Business and Industry, Financial Institutions Division
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Ma. Theresa Dihiansan, CAMLS
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The follow-up examination of TitleMax of Nevada Inc. DBA: TitleMax located at 900 W. 5™ Street,
Building C, Reno, NV 89503 commenced on May 4, 2015. This business location currently holds a
Nevada Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial Institutions
Division (FID). The licensce has been granted the approval to underwrite Title Loans in accordance with
applicable statutes and regulations.

The licensee’s website www.titlemax.com is used to advertise the various products and services it
currently offers. Customers can start the application process online but must visit the branch location to
process the loan.

As of the examination date, TitleMax currently has 42 licensed locations in the State of Nevada and all
the locations were visited during the process of this examination. The corporate office located at 15 Bull
St., Suite 200, Savannah Georgia 31401 is also licensed under NRS 604A. This location does not
underwrite loans and is used for administrative purposes only. All licensed locations are listed in the

table below:

Store Address City State Zip
TitleBucks | 7150 S, DURANGO DRIVE, #190 LAS VEGAS NV 89113
TitleMax 6820 W. FLAMINGO RD, SUITE F & G LAS VEGAS NV 89103
TitleMax 6525 8. FORT APACHE ROAD, STE 110 LAS VEGAS NV 89148
TitleMax 3525 8. FORT APACHE ROAD, SUITE 160 LAS VEGAS NV 89147
TitleMax 4700 SPRING MOUNTAIN ROAD LAS VEGAS NV 89102
TitleMax 3575 W, TROPICANA AVENUE LAS VEGAS NV 89103
TitleMax 5060 S. FORT APACHE ROAD, SUITE 140 LAS VEGAS NV 89148
TitleMax 6795 W. TROPICANA AVENUE, SUITE 140 LAS VEGAS NV 89103
TitleMax 7615 5. RAINBOW BLVD, STE 100 LAS VEGAS NV 89139
TitleMax 7380 S. EASTERN AVENUE, SUITE 126 LAS VEGAS NV 89123
TitleMax | 3810 BLUE DIAMOND ROAD #150 LAS VEGAS NV 89139
TitleMax 6530 5. DECATUR BLVD, #100 LAS VEGAS NV 89118
TitleMax 9555 S. EASTERN AVE, SUITE 105 LAS VEGAS NV 83123
TitleMax 3391 E. TROPICANA AVENUE, STE 1 L.AS VEGAS NV 89121
TitleMax 3547 8. MARYLAND PKWY LAS VEGAS NV 89169
TitleMax 3365 E. FLAMINGO ROAD, SUITE 1 LAS VEGAS NV 89121
TitleMax 4749 S. MARYLAND PKWY LAS VEGAS NV 89119
TitleMax 4650 E. SUNSET ROAD, SUITE C HENDERSON NV 89014
TitleMax 16 W. HORIZON RIDGE PKWY #160 HENDERSON NV 89012
TitleMax | 4944 BOULDER HIGHWAY LAS VEGAS NV 89121
TitleMax 4000 BOULDER HWY, SUITE § LAS VEGAS NV 89121
TitleMax 1210 N. BOULDER HWY, SUITE C HENDERSON NV 89011
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EXAMINATION COMMENTS AND CONCLUSIONS

Store Address City State Zip
TifleBucks | 4150 BOULDER HIGHWAY, SUITE 105 LAS VEGAS NV 39121
TitleMax 2400 N, BUFFALO DRIVE #140 LAS VEGAS NV 89128
TitleMax 2550 S. EASTERN AVENUE LAS VEGAS NV 89169
TitleMax 6450 W. LAKE MEAD BLVD, STE 150 LAS VEGAS NV 89108
TitleMax 3900 W. SAHARA AVENUE LAS VEGAS NV 89102
TitleMax 4811 WEST CRAIG ROAD LAS VEGAS NV 89130
TitleMax 6436 N. DECATUR BLVD,, #115 LAS VEGAS NV 89131
TitleMax 4077 W. CHARLESTON BLVD. LAS VEGAS NV 89102
TifleBucks | 4750 W. LAKE MEAD, #102 LAS VEGAS NV 89108
TitleMax 8414 W. FARM ROAD, SUITE 130 LAS VEGAS NV 39131
TitleMax 4001 N. LAS VEGAS BLVD. LAS VEGAS NV 89115
TitleMax 3220 S. VIRGINTA STREET RENO NV 89502
TitleMax 2020 E. WILLTIAMS STREET CARSON CITY NV 89701
TitleMax 1995 W. WILLIAMS AVENUE FALLON NV 89406
TitleMax 900 W. FIFTH STREET RENO NV 89503
TitleMax 1600 N. NELLIS BLVD, SUITE 102 LAS VEGAS NV 89115
TitleMax 1225 E. CHARLESTON BLVD. LAS VEGAS NV 89104
TitleMax 4741 E. CHARLESTON BLVD. LAS VEGAS NV 89104
TitleMax 6060 BOULDER HWY. LAS VEGAS NV 89122
TitleMax 5871 E. LAKE MEAD BLVD. LAS VEGAS NV 89156
TitleMax 15 BULL ST. SAVANNAH GA 31401

As of the examination date, the store located at 6060 Boulder Hwy., Suite 5 and 6, Las Vegas, NV 89122
was just opened for business and has not started underwriting title loans yet. As such, loan review was
not part of the scope of the examination for this location.

SCOPE OF EXAMINATION -

The primary purpose of the examination was to determine compliance with NRS Chapter 604A and
Nevada Administrative Code (NAC) Chapter 604A. The examination consisted of a review of active,
paid, delinquent and declined loans, a review of surety bond terms, completion of the manager’s and
statutory compliance questionnaires, and a review of the company’s policies and procedures and forms
used in the operation of the busmess. Appropriate licenses and fee-related postings were also examined.
Emphasis was placed on compliance with State regulations as well as the Truth in Lending Act
(Regulation Z).

The current examination mainly focused on the prior violations that were cited which resulted in a less
than satisfactory rating.
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EXAMINATION COMMENTS AND CONCLUSIONS

Annual Report
The Annual Report of Operations was received by the FID on March 24, 2015. The licensee is in
compliance with NRS 604A 750.

Surety Bond
The Surety Bond is sufficient. It is currently posted at $265,000.00, with Capitol Indemnity Corporation

under Surety Bond number 60088894 and is due for renewal on February 15, 2016. The licensee is in
compliance with NRS 604A.610.

Internal / External Review
Aside from the Nevada State examination, there was no written documentation provided for internal or
external reviews at the time of the examination.

Financial Audit / CPA

The CPA of the Financial Institutions Division reviewed the key financial figures submitted along with
the licensee’s Annual Report of Operations. There are no weaknesses identified in the business
operations.

Internal Routine and Control

During the previous examination, the licensee was utilizing CashWise Financial Services Software for its
loan operations. However, at the start of the examination process, the licensee was in the process of
converting its Software Program from CashWise Financial Services to TLX Software Program.

The Title loan underwriting process includes:

Loan application form

Income and obligations

Govemment issued photo identification

Valid phone number

Title of the vehicle

Proof of insurance

Current registration

Affidavit stating the customer’s ability to repay the loan

As of the examination date, the licensee offers title loans with the original term of 210 days which parallel
NRS 604A.445 (3):

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and interest
payable on the loan;
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. EXAMINATION COMMENTS AND CONCLUSIONS

(¢) The loan is not subject to any extension; and
(d) The loan does not require a balloon payment of any kind.

The licensee is still in the process of collecting on old loans that were underwritten with an original term
of 30 days which were underwritten prior to the last examination date.

As observed during the prior examination, the licensee is still utilizing the “Grace Period Payments
Deferment Agreement.” Some of the branch locations visited had pre-printed copies of the grace period
payments deferment agreement in the customer files. The employees are also encouraging the customers
to enter into this grace period payment deferment agreement.

This grace period payments deferment agrecment consists of separating the interest and principal from the
original amortized schedule payments and prolonging the payment of principal until the full interest is
paid. This agrecment has a schedule of 14 payments, which for the first seven payments the customer
pays only interest. For the remaining seven payments, the customer pays the principal. The total amount
paid under this agreement is higher from the original amortized payments scheduled under the original
loan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with NRS
604A.445 (3). Please refer to the State violation section of the report for additional details.

Training

TitleMax provides periodic training-to all employees. New employees are trained upon hire and annually
thereafter. All employees are required to complete refresher courses on-line and as needed. The
Compliance Department has the responsibility of overseeing that all training materials are up to date with
any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location where the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
As stated in the managers questionnaire, it is the licensee’s policy to maintain all records for five years,
which is in compliance with NRS 604A.700 and NAC 604A.200.

Collection Agency Utilized by the Licensee
As of examination date, the licensee does not utilize a collection agency for accounts in default. The
licensee’s internal collections department currently handles these accounts.
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EXAMINATION COMMENTS AND CONCLUSIONS

FDCPA :

TitleMax employees are required to be certified on an annual basis. All collection employees are required
a minimum score of 80 percent to obtain the FDCPA certification. The store managers monitor all
contact with debtors to ensure that policies and procedures are followed by all employees.

FinCen Registration
TitleMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;
as such, the licensee is not registered with FinCEN as a Money Service Business.

Complaints Filed Since the Previous Examination

The FID complaint database was verified and it indicates that there were three (3) complaints filed against
the licensee since the last examination. Out of the three, one complaint was still open as of the close date
of the examination. The complaint of Esther Vasquez under complaint number 68670 was still open.

Total Sample Size

{As of Exam Date |  May 4, 2015 |

Population Sample Size Penetration
LOAN TYPES:
Active Loans 393 5 1.27%
Delinguent ]oans 103 5 4.85%
Closed Loans No Inventory 5 0.00%
Declined Loans 0 0 0.00%
Total Loans = 496 15 3.02%

During this follow-up examination, declined loans were not reviewed.

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS
REPEAT VIOLATION
" NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s
ability to repay loan. A licensee who makes title loans shall not:
2. Make a title loan without regard to the ability of the customer seeking the title loan to
repay the title loan, including the customer’s current and expected income, obligations and
employment.

The licensee was previously cited for underwriting loans without regard to the customer’s ability to repay
the title loan. This is no longer apparent since the licensee started underwriting loans with an original
term of 210 days; therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.230 Prohibited acts: Miscellaneous acts.

NRS 604A.105 “Title loan” defined.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination, the licensee was cited for allowing co-borrowers to be co-signors on the
title loan where the co-borrower’s name was not in the vehicle title. No such instance was found at this
location. As such, this is deemed rectified.

NRS 604A.445 Title loans: Restrictions ou duration of loan and periods of extension.

NRS 604A.210 Chapter does not prohibit liceusee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Titlemax implemented a 210 day title loan product that mirrors NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complies with
NRS 604A.445 (3). The examination also showed that Titlemax markets and offers an amendment to the
original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210. This is still apparent during
the current examination and is cited as a repeat violation.

EXIT MEETING
The exit meeting was held telephonically on June 17, 2015. TitleMax was represented by the following;

Carrie B. Carbone, SVP of Compliance and Product General Counsel
Victoria Newman, Compliance and Corporate Counsel

Stephen Paris, Senior Regulatory Compliance Manager

Ted Helgeson, Divisional Vice President of Operations

Coleman Gaines, Senior Vice President of Operations-West

Melissa Ardis, Director of Compliance

Nicole Lovelock, Outside Counsel from Holland and Hart

The Financial Institutions Division was represented by the following:

Harveen Sekhon, Supervisory Examiner
Christopher Eccles, Attorney

Ma. Theresa Dihiansan, Examiner-In-Charge
Dean Ventura, Examiner

Kelvin Lam, Examiner
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EXAMINATION COMMENTS AND CONCLUSIONS

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION

NRS 0604A.445 Title loans: Restrictions on duration of loan and periods of extension.
Notwithstanding any other provision of this chapter to the contrary:

3. The original term of a title loan may be up to 210 days if:

{a) The loan provides for payments in installments;

{(b) The payments are calculated to ratably and fully amortize the entire amount of principal and
interest payable on the loan;

(c) The loan is not subject to any extension; and

{d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

During the current examination, TitleMax underwrites title loans with an original term of 210 days which
mirrors NRS 604A.445 (3). It was also apparent during the examination that Titlemax continued to offer
the amendment to the original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210.

Onsite visits to Titlemax locations and conversations with store employees showed that Titlemax
currently offers the customers an amendment to the original loan agreement called the “Grace Period
Payments Deferment Agreement” (hereinafier, the “Amended Agreement™) during the term of the loan.
The customer may enter into the grace period payments deferment agreement prior to default if the
customer chooses to make lower monthly payments although the total amount owed by the customer in
the amended agreement will be higher than the total amount owed under the original loan agreement.

The text of the Amended Agreement provides:

“Because this is only an amendment and modification of the loan agreement in which we
are only modifying and deferring your payments under the Title Loan Agreement, you
acknowledge and agree that all of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury trial and arbitration provision
remain in full force and effect.”
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EXAMINATION COMMENTS AND CONCLUSIONS

This statement shows an intent to avoid compliance with NRS 604A.445 (3). Under the original loan
agreement the customer makes seven fully amortized payments (210 days) to pay the loan off without a
balloon payment at the end, thereby complying with all provisions of NRS 604A.445(3). But, under the
Amended Agreement, the customer makes 14 payments (390 days), the first seven payments arc interest
payments only and last seven payments arc principal payments. Thus, the Amended Agreement separates
interest and principal from the original amortized schedule of payments, and thereby prolongs the
payment of principal until the full interest is paid.

For an example of how customers owe more under the Amended Agreement compared to the original

agreement, please see below:

QPEN ACCOUNTS
Loan Number | Customer Total Total Overage
Name Amount to | Amount to be

be Paid Paid under

Under the the

Original “Amended

Loan Loan

Agreement | Agreement”
14469-0160520 | T. McDonald | $4,752.08 $5,661.76 $909.68
14469-0160844 | R. Andrade $5,851.88 $7,180.89 $1,329.01
14469-0145589 | R. Mailey $4,886.45 $5,976.44 $1,089.99
14469-0160906 | J. Delamora $5,969.82 $7,112.60 $1,142.78
14469-0161035 | W. Frye $7,865.52 $9,540.24 $1,674.72
14469-0150304 | J. M. Lobster $1,784.11 $2,189.30 $405.19
14469-0135047 | G. Famworth $13,347.49 | $15,641.21 $2,293.72
14469-0142027 | J. Sisk $7,186.82 $8,496.50 $1,309.68
14469-0130969 | D. Thomas $8,496.50 $1,309.68

$7,186.82

Management Response: Victoria Newman, Compliance and Corporate Counsel stated that the licensee
would respond in writing upon receipt of the written report of examination for all locations. :

FEDERAL

No violations of Federal laws were noted during the examination. However, this examination should not
be considered a full compliance examination relative to Federal statutes.
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EXAMINATION COMMENTS AND CONCLUSIONS

SUMMARY

Each licensee, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
“Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensee
at this examination is “Unsatisfactory.”

A rating of “Unsatisfactory” indicates that the licensee and the management of the licensee have
demonstrated substantial lack of compliance with applicable laws and regulations and that immediate
remedial action is required for the correction of the violations and deficiencies noted in the report made
by the examiner pursuant to NRS and NAC. A rating of “Unsatisfactory” may be given if there were
minor violations or deficiencies from a previous examination that were not corrected. Be advised that you
may be subject to disciplinary action due to the nature of the violations. You may request an
administrative hearing regarding the Division’s findings of deficiencies and violations. If you do wish to
request an administrative hearing, please state so in your response letter. A writien response to the
examination is required within 30 days outlining the actions that will be taken to correct all deficiencies
and violations noted in the report. The Financial Institutions Division may conduct a follow up
examination within three (3) months to ensure corrective actions have been implemented.
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BRIAN SANDOVAL BRUCE BRESLOW
Govemor STATE OF NEVADA Director

DEPARTMENT OF BUSINESS AND INDUSTRY
FINANCIAL INSTITUTIONS DIVISION GEORGE B, BURNS

CHAPTER 604A
REPORT OF EXAMINATION

TITLEMAX OF NEVADA INC.
DBA: TITLEMAX
3810 BLUE DIAMOND ROAD, SUITE 150
LAS VEGAS, NV 89139
WWW.TITLEMAX.COM

Examiner In Charge: | Ma. Theresa Dihiansan Examined as of: May 4, 2015
Examination Started: | May 20, 2015 Examination Closed: June 17, 2015
Total Exam Hours: 11.75 Examination Namber: | 67874

THIS REPORT IS STRICTLY CONFIDENTIAL

The information contained in this report is based on the books and records of the licensee as licensed
under NRS 604A, on statements made to the examiner by the directors, officers, and employees, and on
information obtained from other sources believed to be reliable and presumed by the examiner to be
correct. It is emphasized that this report is a report of examination, and not an audit of the licensee, and
should not be construed as such. This report of examination does not replace nor relieve the principals of
their responsibility for performing or providing for adequate audits of the business.

This copy of the report is the property of the Department of Business and Industry of the State of Nevada,
and is furnished to the licensee for its confidential use. Under no circumstances shall the licensee, or any
of its directors, officers, or employees disclose in any manner the report or any portion thereof to any
person or organization not officially connected with the licensee as officer, director, attorney, or auditor
unless otherwise directed. Should any legal process document be served calling for the surrender of this
report or any portion thereof, the Commissioner of the Financial Institutions Division shall be notified
immediately.

Each principal has the responsibility to review the contents of this report.

State of Nevada
Department of Business and Industry, Financial Institutions Division

dM Aoy
Ma. Theresa Dihiansan, CAMLS
Examiner In Charge APP O 1 O 8 1 1
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The follow-up examination of TitleMax of Nevada Inc. DBA: TitleMax located at 3810 Blue Diamond
Road, Suite 150, Las Vegas, NV 89139 commenced on May 4, 2015. This business location currently
holds a Nevada Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial
Institutions Division (FID). The licensee has been granted the approval to underwrite Title Loans in
accordance with applicable statutes and regulations.

The licensee’s website www titlemax.com is used to advertise the various products and services it
currently offers. Customers can start the application process online but must visit the branch location to
process the loan.

As of the examinatton date, TitleMax currently has 42 licensed locations in the State of Nevada and all
the locations were visited during the process of this examination. The corporate office located at 15 Bull
St., Suite 200, Savannah Georgia 31401 is also licensed under NRS 604A. This location does not
underwrite loans and is used for administrative purposes only. All licensed locations are listed in the

table below:

Store Address City State Zip
TitleBucks | 7150 S. DURANGO DRIVE, #190 LAS VEGAS NV 89113
TitleMax 6820 W. FLAMINGO RD, SUITEF & G LAS VEGAS NV 89103
TitleMax 6525 8. FORT APACHE ROAD, STE 110 LAS VEGAS NV 89148
TitleMax 3525 S. FORT APACHE ROAD, SUITE 160 LAS VEGAS NV 89147
TitleMax 4700 SPRING MOUNTAIN ROAD LAS VEGAS NV 89102
TitleMax 3575 W. TROPICANA AVENUE LAS VEGAS NV 89103
TitleMax 5060 S. FORT APACHE ROAD, SUITE 140 LAS VEGAS NV 89148
TitleMax 6795 W. TROPICANA AVENUE, SUITE 140 TL.AS VEGAS NV 89103
TitleMax 7615 S, RAINBOW BLVD, STE 100 LAS VEGAS NV 89139
TitleMax 7380 S. EASTERN AVENUE, SUITE 126 LAS VEGAS NV 89123
TitleMax 3810 BLUE DIAMOND ROAD #1350 LAS VEGAS NV 89139
TitleMax 6530 S. DECATUR BLVD, #100 LAS VEGAS NV 89118
TitleMax 9555 S. EASTERN AVE, SUITE 105 LAS VEGAS NV 89123
TitleMax 3391 E. TROPICANA AVENUE, STE 1 LAS VEGAS NV 89121
TitleMax 3547 5. MARYLAND PKWY LAS VEGAS NV 89169
TitleMax 3365 E. FLAMINGO ROAD, SUITE 1 LAS VEGAS NV 89121
TitleMax 4749 S, MARYLAND PKWY LAS VEGAS NV 89119
TitleMax 4650 E. SUNSET ROAD, SUITE C HENDERSON NV 89014
TitleMax 16 W, HORIZON RIDGE PKWY #160 HENDERSON NV 89012
TitleMax 4944 BOULDER HIGHWAY LAS VEGAS NV 89121
TitleMax 4000 BOULDER HWY, SUITE 35 LAS VEGAS NV 89121
TitleMax 1210 N. BOULDER HWY, SUITE C HENDERSON NV 89011
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EXAMINATION COMMENTS AND CONCLUSIONS

Store Address City State Zip
TitleBucks | 4150 BOULDER HIGHWAY, SUITE 105 LAS VEGAS NV 89121
TitleMax 2400 N. BUFFALO DRIVE #140 LAS VEGAS NV 89128
TitleMax 2550 S. EASTERN AVENUE LAS VEGAS NV 89169
TitleMax 6450 W. LAKE MEAD BLVD, STE 150 LAS VEGAS NV 89108
TitleMax 3900 W. SAHARA AVENUE 1L.AS VEGAS NV 89102
TitleMax 4811 WEST CRAIG ROAD - LAS VEGAS NV 89130
TitleMax 6436 N. DECATUR BLVD,, #115 LAS VEGAS NV 89131
TitleMax 4077 W. CHARLESTON BLVD. LAS VEGAS NV 89102
TitleBucks | 4750 W. LAKE MEAD, #102 LAS VEGAS NV 89108
TitleMax 8414 W. FARM ROAD, SUITE 130 LAS VEGAS NV 89131
TitleMax 4001 N. LAS VEGAS BLVD. LAS VEGAS NV 89115
TitleMax 3220 S. VIRGINIA STREET RENO NV 89502
TitleMax 2020 E. WILLIAMS STREET CARSON CITY NV 89701
TitleMax 1995 W. WILLIAMS AVENUE FALLON NV 89406
TitleMax 900 W. FIFTH STREET RENO NV 89503
TitleMax 1600 N. NELLIS BLVD, SUITE 102 LAS VEGAS NV 89115
TitleMax 1225 E. CHARI.ESTON BLVD. LAS VEGAS NV 89104
TitleMax 4741 E. CHARLESTON BLVD. LAS VEGAS NV 89104
TitleMax 6060 BOULDER HWY, LAS VEGAS NV 89122
TitleMax 5871 E. LAKE MEAD BLVD. LAS VEGAS NV 89156
TitleMax 15 BULL ST. SAVANNAH GA 31401

As of the examination date, the store located at 6060 Boulder Hwy., Suite 5 and 6, Las Vegas, NV 89122
was just opened for business and has not started underwriting title loans yet. As such, loan review was
not part of the scope of the examination for this location.

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS Chapter 604A and
Nevada Administrative Code (NAC) Chapter 604A. The examination consisted of a review of active,
paid, delinquent and declined loans, a review of surety bond terms, completion of the manager’s and
statutory compliance questionnaires, and a review of the company’s policies and procedures and forms
used in the operation of the business. Appropriate licenses and fee-related postings were also examined.
Emphasis was placed on compliance with State regulations as well as the Truth in Lending Act
(Regulation Z).

The current examination mainly focused on the prior violations that were cited which resulted in a less
than satisfactory rating.
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EXAMINATION COMMENTS AND CONCLUSIONS

Annual Report
The Annual Report of Operations was received by the FID on March 24, 2015. The licensee 18 in
compliance with NRS 604A 750.

Surety Bond

The Surety Bond is sufficient. It is currently posted at $265,000.00, with Capitol Indemnity Corporation
under Surety Bond number 60088894 and is due for rencwal on February 15, 2016. The licensee is in
compliance with NRS 604A.610.

Internal / External Review
Aside from the Nevada State examination, there was no written documentation provided for internal or
external reviews at the time of the examination.

Financial Audit / CPA

The CPA of the Financial Institutions Division reviewed the key financial figures submitted along with
the licensee’s Annual Report of Operations. There are no weaknesses identified in the business
operations.

Internal Routine and Control

During the previous examination, the licensee was utilizing CashWise Financial Services Software for its
loan operations. However, at the start of the examination process, the licensee was in the process of
converting its Software Program from CashWise Financial Services to TLX Software Program.

The Title loan underwriting process includes:

Loan application form

Income and obligations

Government issued photo identification

Valid phone number

Title of the vehicle

Proof of insurance

Current registration

Affidavit stating the customer’s ability to repay the loan

As of the examination date, the licensee offers title loans with the original term of 210 days which parallel
NRS 604A.445 (3):

3. The original term of a title loan may be up to 210 days il:

(a) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and interest
payable on the loan;
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EXAMINATION COMMENTS AND CONCLUSIONS

(c) The loan is not subject to any extension; and
(d) The loan does not require a balloon payment of any kind.

The licensee is still in the process of collecting on old loans that were underwritten with an original term
of 30 days which were underwritten prior to the last examination date.

As observed during the prior examination, the licensee is still utilizing the “Grace Period Payments
Deferment Agreement.” Some of the branch locations visited had pre-printed copies of the grace period
payments deferment agreement in the customer files. The employees are also encouraging the customers
to enter into this grace period payment deferment agreement.

This grace period payments deferment agreement consists of separating the interest and principal from the
original amortized schedule payments and prolonging the payment of principal until the full interest is
paid. This agreement has a schedule of 14 payments, which for the first seven payments the customer
pays only interest. For the remaining seven payments, the customer pays the principal. The total amount
paid under this agreement is higher from the original amortized payments scheduled under the original
loan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with NRS
604A.445 (3). Please refer to the State violation section of the report for additional details.

Training

TitleMax provides periodic training to all employees. New cmployees are trained upon hire and annually
thercafter. All employees are required to complete refresher courses on-line and as needed. The
Compliance Department has the responsibility of overseeing that all training materials are up to date with
any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location where the licensce conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
As stated in the managers questionnaire, it is the licensee’s policy to maintain all records for five years,
which is in compliance with NRS 604A.700 and NAC 604A.200.
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EXAMINATION COMMENTS AND CONCLUSIONS

Collection Agency Utilized by the Licensee
As of examination date, the licensee does not utilize a collection agency for accounts in default. The
licensee’s internal collections department currently handles these accounts.

FDCPA

TitleMax employees are required to be certified on an annual basis. All collection employees are required
a minimum score of 80 percent to obtain the FDCPA certification. The store managers monitor all
contact with debtors to ensure that policies and procedures are followed by all employees.

FinCen Registration
TitleMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;
as such, the licensee is not registered with FInCEN as a Money Service Business.

Complaints Filed Since the Previous Examination

The FID complaint database was verified and it indicates that there were three (3) complaints filed against
the licensee since the last examination. QOut of the three, one complaint was still open as of the close date
of the examination. The complaint of Esther Vasquez under complaint number 68670 was still open.

Total Sample Size

|[As of Exam Date | May 4, 2015 |

Population Sample Size Penetration
LOAN TYPES:
Active Loans 312 5 1.60%
Delinguent Loans 74 5 0.76%
Closed Loans No Inventory 5 0.00%
Declined Loans 0 0 0.00%
Total Loans = 186 15 3.89%

During this follow-up examination, declined loans were not reviewed.

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

REPEAT VIOLATION

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s

ability to repay loan. A licensee who makes title loans shall not:
2. Make a title loan without regard to the ability of the customer seeking the title loan to
repay the title loan, including the customer’s current and expected income, obligations and
employment.
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EXAMINATION COMMENTS AND CONCLUSIONS

The licensee was previously cited for underwriting loans without regard to the customer’s ability to repay
the title loan. This is no longer apparent since the licensee started underwriting loans with an original
term of 210 days; therefore, this violation is deemed rectified.

NAC 604A.230 Prohibited acts: Miscellaneous acts.

NRS 604A.105 “Title loan” defined.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination, the licensee was cited for allowing co-borrowers to be co-signors on the
title loan where the co-borrower’s name was not in the vehicle title. No such instance was found at this
location. As such, this is deemed rectified.

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Titlemax implemented a 210 day title loan product that mirrors NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complies with
NRS 604A.445 (3). The examination also showed that Titlemax markets and offers an amendment to the
original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210. This is still apparent during
the current examination and is cited as a repeat violation.

EXIT MEETING
The exit meetmg was held telephonically on June 17, 2015. TitleMax was represented by the following:

Carrie B. Carbone, SVP of Compliance and Product General Counsel
Victoria Newman, Compliance and Corporate Counsel

Stephen Paris, Senior Regulatory Compliance Manager

Ted Helgeson, Divisional Vice President of Operations

Coleman Gaines, Senior Vice President of Operations-West

Melissa Ardis, Director of Compliance

Nicole Lovelock, Outside Counsel from Holland and Hart

The Financial Institutions Division was represented by the following:

Harveen Sekhon, Supervisory Examiner
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EXAMINATION COMMENTS AND CONCLUSIONS

Christopher Eccles, Attorney

Ma. Theresa Dihiansan, Examiner-In-Charge
Dean Ventura, Examiner

Kelvin Lam, Examiner

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.
Notwithstanding any other provision of this chapter to the contrary:

3. The original term of a title loan may be up to 210 days if:

{a) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and
interest payable on the loan;

(¢) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer: :

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

During the current examination, TitleMax underwrites title loans with an original term of 210 days which
mirrors NRS 604A.445 (3). It was also apparent during the examination that Titlemax continued to offer
the amendment to the original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210.

Onsite visits to Titlemax locations and conversations with store employees showed that Titlemax
currently offers the customers an amendment to the original loan agreement called the “Grace Period
Payments Deferment Agreement” (hereinafter, the “Amended Agreement”) during the term of the loan.
The customer may enter into the grace period payments deferment agreement prior to default if the
customer chooses to inake lower monthly payments although the total amount owed by the customer in
the amended agreement will be higher than the total amount owed under the original loan agreement.
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EXAMINATION COMMENTS AND CONCLUSIONS

The text of the Amended Agreement provides:

“Because this is only an amendment
are only modifying and deferrmg yo
acknowledge and agree that
including the charging of simple interest a

remain in full force and effect.”

This statement shows
agreement the customer makes seven fully amortized p
balloon payment at the end, thereby complying with all provisions o
tomer makes 14 payments (390 days),
ayments. Thus, the Amended Agreement separates

interest and principal from the original amortized schedule of payments, and thereby prolongs the

Amended Agreement, the cus
payments only and last seven payments are principal p

payment of principal until the full interest is paid.

and modification of the loan agrecment in which we
ur payments under the Title Loan Agreement, you
all of the terms and conditions of the
nd waiver of jury trial and arbitration provision

Title Loan Agreement,

an intent to avoid compliance with NRS 604A.445 (3). Under the original loan
ayments (210 days) to pay the loan off without a

£ NRS 604A.445(3). But, under the
the first seven payments are interest

For an example of how customers owe more under the Amended Agreement compared to the original
agreement, please see below:

PAID OFF ACCOUNTS
Loan Number | Customer Total Actual Overage/Overpayment
Name Amount to | Amount
be Paid Collected/Paid
Under the | by Customer
Original
Loan
_ Agreement
11169-0129196 B. Palado $8,645.45 $7,212.73 $1,432.72
OPEN ACCOUNTS
Loan Number | Customer Total Total Overage
Name Amount to | Amount to be
be Paid Paid under
Under the | the
Original “Amended
Loan Loan
Agreement | Agreement”
11169-0145029 N. Herrera $6,967.95 $8,451.59 $1,483.64
11169+0141702 | F. Eberflus $9,371.62 $11,079.45 $1,707.83
11169-0136107 M. Morton $12,503.91 $14,897.52 $2,193.61
11169-0157907 R. Oshiro $11,880.22 $14,154.40 $2,274.18
11169-0141187 P, Castellon- $8,939.87 $10,651.20 $1,711.33
BEscobedo .
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EXAMINATION COMMENTS AND CONCLUSIONS

Loan Number | Customer Total Total Overage
Name Amount to | Amount to be
be Paid Paid under

Under the | the
Original “Amended

Loan Loan

Agreement | Agreement”
11169-0128837 | S.Tee $4,340.85 $5,131.90 $791.05
111690159551 D. Slattery $9,084.15 $10,739.59 $1,655.44

Management Response: Victoria Newman, Compliance and Corporate Counsel stated that the licensee
would respond in writing upon receipt of the written report of examination for all locations.

FEDERAL

No violations of Federal laws were noted during the examination. However, this examination should not
be considered a full compliance examination relative to Federal statutes.

SUMMARY

Each licensee, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
“Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensee
at this examination is “Unsatisfactory.”

A rating of “Unsatisfactory” indicates that the licensee and the management of the licensee have
demonstrated substantial lack of compliance with applicable laws and regulations and that immediate
remedial action is required for the correction of the violations and deficiencies noted in the report made
by the examiner pursuant to NRS and NAC. A rating of “Unsatisfactory” may be given if there were
minor violations or deficiencies from a previous examination that were not corrected. Be advised that you
may be subject to disciplinary action due to the nature of the violations. You may request an
administrative hearing regarding the Division’s findings of deficiencies and violations. If you do wish to
request an administrative hearing, please state so in your response letter. A written response to the
examination 1s required within 30 days outlining the actions that will be taken to correct all deficiencies
and violations noted in the report. The Financial Institutions Division may conduct a follow up
examination within three (3) months to ensure corrective actiohs have been implemented.
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BRIAN SANDOVAL BRUCE BRESLOW
Govemor STATE OF NEVADA Director

DEPARTMENT OF BUSINESS AND INDUSTRY
FINANCIAL INSTITUTIONS DIVISION GEORGE . BURNS

CHAPTER 604A
REPORT OF EXAMINATION

TITLEMAX OF NEVADA INC.
DBA: TITLEMAX
4000 BOULDER HWY., SUITE 5
LAS VEGAS, NV 89121
WWW.TITLEMAX.COM

Examiner In Charge: | Ma. Theresa Dihiansan Examined as of: May 4, 2015
Examination Started: | May 14, 2015 Examination Closed: | June 17, 2015
Total Exam Hours: 13.75 Examination Number: [ 67866

THIS REPORT IS STRICTLY CONFIDENTIAL

The information contained in this report is based on the books and records of the licensee as licensed
under NRS 604A, on statements made to the examiner by the directors, officers, and employees, and on
information obtained from other sources believed to be reliable and presumed by the examiner to be
correct. Tt is emphasized that this report is a report of examination, and not an audit of the licensee, and
should not be construed as such. This report of examination does not replace nor relieve the principals of
their responsibility for performing or providing for adequate audits of the business.

This copy of the report is the property of the Department of Business and Industry of the State of Nevada,
and is furnished to the licensee for its confidential use. Under no circumstances shall the licensee, or any
of its directors, officers, or employees disclose in any manner the report or any portion thereof to any
person ot organization not officially connected with the licensee as officer, director, attorney, or auditor
unless otherwise directed. Should any legal process document be served calling for the surrender of this
teport or any portion thereof, the Commissioner of the Financial Institutions Division shall be notified
immediately.

Each principal has the responsibility to review the contents of this report.

State of Nevada
Department of Business and Industry, Financial Institutions Division

OLJJ-V: Aoy
Ma. Theresa Dihiansan, CAMLS
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The follow-up examination of TitleMax of Nevada Inc. DBA: TitleMax located at 4000 Boulder
Highway, Suite 5, Las Vegas, NV 80121 commenced on May 4, 2015. This business location currently
holds a Nevada Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial
Institutions Division (FID). The licensee has been granted the approval to underwrite Title Loans in
accordance with applicable statutes and regulations.

The licensee’s website www.titlemax.com is used to advertise the various products and services it
currently offers. Customers can start the application process online but must visit the branch location to
process the loan.

As of the exammation date, TitleMax currently has 42 licensed locations in the State of Nevada and all
the locations were visited during the process of this examination. The corporate office located at 15 Bull
St., Suite 200, Savannah Georgia 31401 1s also licensed under NRS 604A. This location does not
underwrite loans and is used for administrative purposes only. All licensed locations are listed in the

table below:

Store Address City State Zip
TitleBucks | 7150 S, DURANGO DRIVE, #190 LAS VEGAS NV 89113
TitleMax 6820 W. FLAMINGO RD, SUITEF & G LAS VEGAS NV 89103
TitleMax 6525 8. FORT APACHE ROAD, STE 110 LAS VEGAS NV 89148
TitleMax 3525 8. FORT APACHE ROAD, SUITE 160 LAS VEGAS NV 89147
TitleMax 4700 SPRING MOUNTAIN ROAD LAS VEGAS NV 89102
TitleMax 3575 W. TROPICANA AVENUE LAS VEGAS NV 89103
TitleMax 5060 S. FORT APACHE ROAD, SUITE 140 LAS VEGAS NV 89148
TitleMax 6795 W. TROPICANA AVENUE, SUITE 140 LAS VEGAS NV 89103
TitleMax 7615 S. RAINBOW BLVD, 8TE 100 LAS VEGAS NV 89139
TitleMax 7380 S. EASTERN AVENUE, SUITE 126 LAS VEGAS NV 89123
TitleMax 3810 BLUE DIAMOND ROAD #150 LAS VEGAS NV 89139
TitleMax 6530 S. DECATUR BLVD, #100 LAS VEGAS NV 89118
TitleMax 9555 8. EASTERN AVE, SUITE 105 LAS VEGAS NV 89123
TitleMax 3391 E. TROPICANA AVENUE, STE 1 LAS VEGAS NV 89121
TitleMax 3547 S. MARYLAND PKWY LAS VEGAS NV 89169
TitleMax 3365 E. FLAMINGO ROAD, SUITE 1 TLAS VEGAS NV 89121
TitleMax 4749 S. MARYLAND PKWY LAS VEGAS NV 89119
TitleMax 4650 E. SUNSET ROAD, SUITE C HENDERSON NV 89014
TitleMax 16 W. HORIZON RIDGE PKWY #160 HENDERSON NV 89012
TitleMax 4944 BOULDER HIGHWAY LAS VEGAS NV 89121
TitleMax 4000 BOULDER HWY, SUITE 5 LAS VEGAS NV 89121
TitleMax 1210 N. BOULDER HWY, SUITE C HENDERSON NV 89011
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EXAMINATION COMMENTS AND CONCLUSIONS

Store Address City State Zip
TileBucks | 4150 BOULDER HIGHWAY, SUITE 105 LAS VEGAS NV 89121
TitleMax 2400 N. BUFFALO DRIVE #140 LAS VEGAS NV 89128
TitleMax 2550 S. EASTERN AVENUE LAS VEGAS NV 89169
TitleMax 6450 W, LAKE MEAD BLVD, STE 150 LAS VEGAS NV 89108
TitleMax 3900 W, SAHARA AVENUE LAS VEGAS NV 89102
TitleMax 4811 WEST CRAIG ROAD LAS VEGAS NV 89130
TitleMax 6436 N, DECATUR BLVD.,, #115 LAS VEGAS NV 89131
TitleMax 4077 W. CHARLESTON BLVD. LAS VEGAS NV 89102
TitleBucks | 4750 W. LAKE MEAD, #102 LAS VEGAS NV 89108
TitleMax 8414 W. FARM ROAD, SUITE 130 LAS VEGAS NV 89131
TitleMax 4001 N. LAS VEGAS BLVD. LAS VEGAS NV 89115
TitleMax 3220 S. VIRGINIA STREET RENO NV 89502
TitleMax 2020 E. WILLIAMS STREET CARSON CITY | NV. 89701
TitleMax 1995 W. WILLTAMS AVENUE FALLON NV 89406
TitleMax 900 W. FIFTH STREET RENO NV 89503
TitleMax 1600 N. NELLIS BLVD, SUITE 102 LAS VEGAS NV 89115
TitleMax 1225 E. CHARLESTON BLVD. LAS VEGAS NV 89104
TitleMax 4741 E. CHARLESTON BLVD. LAS VEGAS NV 89104
TitleMax 6060 BOULDER HWY. LAS VEGAS NV 89122
TitleMax 5871 E. LAKE MEAD BLVD. LAS VEGAS NV 89156
TitleMax 15 BULL ST. SAVANNAH GA 31401

As of the examination date, the store located at 6060 Boulder Hwy., Suite 5 and 6, Las Vegas, NV 89122
was just opened for business and has not started underwriting title loans yet. As such, loan review was
not part of the scope of the examination for this location.

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS Chapter 604A and
Nevada Administrative Code (NAC) Chapter 604A. The examination consisted of a review of active,
paid, delinquent and declined loans, a review of surety bond terms, completion of the manager’s and
statutory compliance questionnaires, and a review of the company’s policies and procedures and forms
used in the operation of the business. Appropriate licenses and fee-related postings were also examined.
FEmphasis was placed on compliance with State regulations as well as the Truth in Lending Act
(Regulation Z).

The current examination mainly focused on the prior violations that were cited which resulted in a less
than satisfactory rating.
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EXAMINATION COMMENTS AND CONCLUSIONS

Annual Report
The Annual Report of Operations was received by the FID on March 24, 2015. The licensee is in
compliance with NRS 604A 750.

Surety Bond

The Surety Bond is sufficient. It is currently posted at $265,000.00, with Capitol Indemnity Corporation
under Surety Bond number 60088894 and is due for renewal on February 15, 2016. The licensee is in
compliance with NRS 604A.610.

Internal / External Review
Aside from the Nevada State examination, there was no written documentation provided for intemal or
external reviews at the time of the examination.

Financial Audit / CPA

The CPA of the Financial Institutions Division reviewed the key financial figures submitted along with
the licensee’s Annual Report of Operations. There are no weaknesses identified in the business
operations.

Internal Routine and Control

During the previous examination, the licensee was utilizing CashWise Financial Services Software for its
loan operations. However, at the start of the examination process, the licensee was in the process of
converting its Software Program from CashWise Financial Services to TL.X Software Program.

The Title loan underwriting process includes:

Loan application form

Income and obligations

Government issued photo identification

Valid phone number

Title of the vehicle

Proof of insurance

Current registration

Affidavit stating the customer’s ability to repay the loan

As of the examination date, the licensee offers title loans with the original term of 210 days which parallel
NRS 604A.445 (3):

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(b} The payments are calculated to ratably and fully amortize the entire amount of principal and interest
payable on the loan;
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EXAMINATION COMMENTS AND CONCLUSIONS

(c) The loan is not subject to any extension; and
(d) The loan does not require a balloon payment of any kind.

The licensee is still in the process of collecting on old loans that were underwritten with an original term
of 30 days which were underwritten prior to the last examination date.

As observed during the prior examination, the licensee is still utilizing the “Grace Period Payments
Deferment Agreement.” Some of the branch locations visited had pre-printed copies of the grace period
payments deferment agreement in the customer files. The employees are also encouraging the customers
to enter into this grace period payment deferment agreement.

This grace period payments deferment agreement consists of separating the interest and principal from the
original amortized schedule payments and prolonging the payment of principal until the full interest is
paid. This agreement has a schedule of 14 payments, which for the first seven payments the customer
pays only interest. For the remaining seven payments, the customer pays the principal. The total amount
paid under this agreement is higher from the origmal amortized payments scheduled under the original
loan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with NRS
604A.445 (3). Please refer to the State violation section of the report for additional details.

Training

TitleMax provides periodic training to all employees. New employees arc trained upon hire and annually
thereafter. All employees are required to complete refresher courses on-line and as needed. The
Compliance Department has the responsibility of overseeing that all training materials are up to date with
any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604A license is displayed conspicuously by the
Jicensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location whete the licensee conducts business, which is in compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
As stated in the managers questionnaire, it is the licensee’s policy to maintain all records for five years,
which is in compliance with NRS 604A.700 and NAC 604A.200.
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EXAMINATION COMMENTS AND CONCLUSIONS

Collection Agency Utilized by the Licensee
As of examination date, the licensee does not utilize a collection agency for accounts in default. The
licensee’s internal collections department currently handles these accounts.

FDCPA

TitleMax employees are required to be certified on an annual basis. All collection employees are required
a minimum score of 80 percent to obtain the FDCPA certification. The store managers monitor all
contact with debtors to ensure that policies and procedures are followed by all employees.

FinCen Registration
TitleMax is not considered a Money Services Business in accordance with 31 CEFR Chapter X § 1022.380;
as such, the licensee 1s not registered with FInCEN as a Money Service Business.

Complaints Filed Since the Previous Examination

The FID complaint database was verified and it indicates that there were three (3) complaints filed against
the licensee since the last examination. Out of the three, one complaint was still open as of the close date
of the examination. The complaint of Esther Vasquez under complaint number 68670 was still open.

Total Sample Size

fAs of Exam Date | May 4, 2015 |

Population Sample Size Penetration
LOAN TYPES:
Active Loans 249 5 2.01%
Delinquent Loans 62 5 8.06%
Closed Loans No Inventory 5 0.00%
Declined Loans 0 0 0.00%
Total Loans = 311 15 4.82%

During this follow-up examination, declined loans were not reviewed.

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

REPEAT VIOLATION

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s

ability to repay loan. A licensee who makes title loans shall not;:
2. Make a title loan without regard to the ability of the customer seeking the title loan to
repay the title loan, including the customer’s current and expected income, obligations and
employment.
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EXAMINATION COMMENTS AND CONCLUSIONS

The licensee was previously cited for underwriting loans without regard to the customer’s ability to repay
the title loan. This is no longer apparent since the licensee started underwriting loans with an original
term of 210 days; therefore, this violation is deemed rectified.

NAC 604A.230 Prohibited acts: Miscellaneous acts.

NRS 604A.105 “Title loan” defined.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination, the licensee was cited for allowing co-borrowers to be co-signors on the
title loan where the co-borrower’s name was not in the vehicle title. No such instance was found at this
location. As such, this is deemed rectified.

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Titlemax implemented a 210 day title loan product that mirrors NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complies with
NRS 604A.445 (3). The examination also showed that Titlemax markets and offers an amendment to the
original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210. This is still apparent during
the current examination and is cited as a repeat violation.

EXIT MEETING
The exit meeting was held telephonically on June 17, 2015. TitleMax was represented by the following:

Carrie E. Carbone, SVP of Compliance and Product General Counsel
Victoria Newman, Compliance and Corporate Counsel

Stephen Paris, Senior Regulatory Compliance Manager

Ted Helgeson, Divisional Vice President of Operations

Coleman Gaines, Senior Vice President of Operations-West

Melissa Ardis, Director of Compliance

Nicole Lovelock, Outside Counsel from Holland and Hart

The Financial Institutions Division was represented by the following:

Harveen Sekhon, Supervisory Examiner
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EXAMINATION COMMENTS AND CONCLUSIONS

Christopher Eccles, Attorney

Ma. Theresa Dihiansan, Examiner-In-Charge
Dean Ventura, Examiner

Kelvin Lam, Examiner

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.
Notwithstanding any other provision of this chapter to the contrary:

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

{b) The payments are calculated to ratably and fully amortize the entire amount of principal and
interest payable on the loan;

{c¢) The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the cutstanding loan during such a grace period.

During the current examination, TitleMax underwrites title loans with an original term of 210 days which
mirrors NRS 604A.445 (3). It was also apparent during the examination that Titlemax continued to offer
the amendment to the original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210.

Onsite visits to Titlemax locations and conversations with store employees showed that Titlemax
currently offers the customers an amendment to the original loan agreement called the “Grace Period
Payments Deferment Agreement” (hereinafter, the “Amended Agreement”) during the term of the loan.
The customer may enter into the grace period payments deferment agreement prior to default if the
customer chooses to make lower monthly payments although the total amount owed by the customer in
the amended agreement will be higher than the total amount owed under the original loan agreement.
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EXAMINATION COMMENTS AND CONCLUSIONS

The text of the Amended Agreement provides:

“Because this is only an amendment and modification of the loan agreement in which we
are only modifying and deferring your payments under the Title Loan Agreement, you
acknowledge and agree that all of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury trial and arbitration provision
remain in full force and effect.”

This statement shows an intent to avoid compliance with NRS 604A.445 (3). Under the original loan
agreement the customer makes seven fully amortized payments (210 days) to pay the loan off without a
balloon payment at the end, thereby complying with all provisions of NRS 604A.445(3). But, under the
Amended Agreement, the customer makes 14 payments (390 days), the first seven payments are interest
payments only and last seven payments are principal payments. Thus, the Amended Agreement separates
interest and principal from the original amortized schedule of payments, and thereby prolongs the
payment of principal until the full interest is paid.

For an example of how customers OwW¢ morc under the Amended Agreement compared to the original
agrecment, please see below:

OPEN ACCOUNTS
Loan Number | Customer Total Total Overage
Name Amount to | Amount to be

be Paid Paid under

Under the | the

Original “Amended

Loan Loan

Agreement | Agreement”
12869-0121415 F. Rosales $5,079.66 $6,188.83 $1,109.17
12869-0123521 D, Becerra $11,150.70 $13,066.93 $1,916.23
12869-0157635 M., Gonzales $3,500.21 $4,281.00 $780.79
128690143136 T. Grant $1,784.11 $2,189.30 $405.19

Management Response: Victoria Newman, Compliance and Corporate Counsel stated that the licensee
would respond in writing upon receipt of the written veport of examination for all locations.

FEDERAL

No violations of Federal laws were noted during the examination. However, this examination should not
be considered a full compliance examination relative to Federal statutes.
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EXAMINATION COMMENTS AND CONCLUSIONS

SUMMARY

Each licensce, upon completion of an examination, is rated “Satisfactory,” “Needs Improvement,” or
“Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensee
at this examination is “Unsatisfactory.”

A rating of “Unsatisfactory” indicates that the licensee and the management of the licensee have
demonstrated substantial lack of compliance with applicable laws and regulations and that immediate
remedial action is required for the correction of the violations and deficiencies noted in the report made
by the examiner pursuant to NRS and NAC. A rating of “Unsatisfactory” may be given if there were
minor violations or deficiencies from a previous examination that were not corrected. Be advised that you
may be subject to disciplinary action due to the nature of the violations. You may request an
administrative hearing regarding the Division’s findings of deficiencies and violations. If you do wish to
request an administrative hearing, please state so in your response letter. A written response to the
examination is required within 30 days outlining the actions that will be taken to correct all deficiencies
and violations noted in the report. The Financial Institutions Division may conduct a follow up
examination within three (3) months to ensure corrective actions have been implemented.
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BRIAN SANDOVAL BRUCE BRESLOW
Gavermnor STATE OF NEVADA Director

DEPARTMENT OF BUSINESS AND INDUSTRY
FINANCIAL INSTITUTIONS DIVISION O mason

CHAPTER 604A
REPORT OF EXAMINATION

TITLEMAX OF NEVADA INC.
DBA: TITLEMAX
4150 BOULDER HIGHWAY
LAS VEGAS, NV 89121
WWW. TITLEMAX.COM

Examiner In Charge: | Ma. Theresa Dihiansan Examined as of: May 4, 2015
Examination Started: | May 14, 2015 Examination Closed: June 17, 2015
Total Exam Hours: 10.25 Examination Number; | 67853

THIS REPORT IS STRICTLY CONFIDENTIAL

The information contained in this report is based on the books and records of the licensee as licensed
under NRS 604A, on statements made to the examiner by the directors, officers, and employees, and on
‘nformation obtained from other sources believed to be reliable and presumed by the examiner to be
correct. Tt is emphasized that this report is a report of examination, and not an audit of the licensee, and
should not be construed as such. Tlis report of examination does not replace nor relieve the principals of
their responsibility for performing or providing for adequate audits of the business.

This copy of the report is the property of the Department of Business and Industry of the State of Nevada,
and is furnished to the licensee for its confidential use. Under no circuinstances shall the licensee, or any
of its directors, officers, or employees disclose in any manner the report or any portion thereof to any
person or organization not officially connected with the licensee as officer, director, attorney, or auditor
unless otherwise directed. Should any legal process document be served calling for the surrender of this
report or any portion thereof, the Commissioner of the Financial Institutions Division shall be notified
immediately.

Each principal has the responsibility to review the contents of this report.

State of Nevada
Department of Business and Industry, Financial Institutions Division

dJ-‘-n\A' SR ""z o~
Ma. Theresa Dihiansan, CAMLS
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The follow-up examination of TitleMax of Nevada Inc. DBA: TitleMax located at 4150 Boulder
Highway, Las Vegas, NV 89121 commenced on May 4, 2015. This business location currently holds a
Nevada Revised Statutes (NRS) Chapter 604A license issued by the State of Nevada Financial Institutions
Division (FID). The licensee has been granted the approval to underwrite Title Loans in accordance with
applicable statutes and regulations.

The licensee’s website www titlemax.com is used to advertise the various products and services it
currently offers. Customers can start the application process online but must visit the branch location to
process the loan.

As of the examination date, TitleMax currently has 42 licensed locations in the State of Nevada and all
the locations were visited during the process of this examination. The corporate office located at 15 Bull
St., Suite 200, Savannah Georgia 31401 is also licensed under NRS 604A. This location does not
underwrite loans and is used for administrative purposes only. All licensed locations are listed in the

table below:

Store Address City State Zip
TitleBucks | 7150 S, DURANGO DRIVE, #190 LAS VEGAS NV 89113
TitleMax 6820 W. FLAMINGO RD, SUITEF & G LAS VEGAS NV 89103
TitleMax 6525 S. FORT APACHE ROAD, STE 110 LAS VEGAS NV 89148
TitleMax 3525 S. FORT APACHE ROAD, SUITE 160 LAS VEGAS NV 89147
TitleMax 4700 SPRING MOUNTAIN ROAD LAS VEGAS NV 89102
TitleMax 3575 W. TROPICANA AVENUE LAS VEGAS NV 89103
TitleMax 5060 S. FORT APACHE ROAD, SUITE 140 LAS VEGAS NV 89148
TitleMax 6795 W. TROPICANA AVENUE, SUITE 140 LAS VEGAS NV 89103
TitleMax 7615 S. RAINBOW BLVD, STE 100 LAS VEGAS NV 89139
TitleMax 7380 S. EASTERN AVENUE, SUITE 126 LAS VEGAS NV 89123
TitleMax 3810 BLUE DIAMOND ROAD #150 LAS VEGAS NV 89139
TitleMax 6530 S, DECATUR BLVD, #100 LAS VEGAS NV 89118
TitleMax 9555 8. EASTERN AVE, SUITE 105 LAS VEGAS NV 89123
TitleMax 3391 E. TROPICANA AVENUE, STE 1 LAS VEGAS NV 89121
TitleMax 3547 S. MARYLAND PKWY LAS VEGAS NV 89169
TitleMax 3365 E. FLAMINGO ROAD, SUITE 1 LAS VEGAS NV 86121
TitleMax 4749 S. MARYLAND PKWY LAS VEGAS NV 89119
TitleMax 4650 E. SUNSET ROAD, SUITE C HENDERSON NV 89014
TitleMax 16 W. HORIZON RIDGE PKWY #160 HENDERSON NV 89012
TitleMax 4944 BOULDER HIGHWAY LAS VEGAS NV 89121
TitleMax 4000 BOULDER HWY, SUITE 5 LAS VEGAS NV 89121
TitleMax 1210 N. BOULDER HWY, SUITE C HENDERSON NV 89011
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EXAMINATION COMMENTS AND CONCLUSIONS

Store Address City State Zip
TitleBucks | 4150 BOULDER HIGHWAY, SUITE 105 LAS VEGAS NV 89121
TitleMax 2400 N. BUFFALO DRIVE #140 LAS VEGAS NV 89128
TitleMax 2550 S. EASTERN AVENUE LAS VEGAS NV 89169
TitleMax 6450 W. LAKE MEAD BLVD, STE 150 LAS VEGAS NV 89108
TitleMax 3900 W. SAHARA AVENUE LAS VEGAS NV 89102
TitleMax 4811 WEST CRAIG ROAD LAS VEGAS NV 89130
TitleMax 6436 N. DECATUR BLVD.,, #115 LAS VEGAS NV 89131
TitleMax 4077 W, CHARLESTON BLVD. LAS VEGAS NV 89102
TitleBucks | 4750 W. LAKE MEAD, #102 LAS VEGAS NV 89108
TitleMax 8414 W. FARM ROAD, SUITE 130 LAS VEGAS NV 89131
TitleMax 4001 N. LAS VEGAS BLVD. LAS VEGAS NV 89115
TitleMax 3220 S, VIRGINIA STREET RENO NV 89502
TitleMax 2020 E. WILLTAMS STREET CARSON CITY NV 89701
TitleMax 1995 W. WILLIAMS AVENUE FALLON NV 89406
TitleMax 900 W, FIFTH STREET RENO NV 89503
TitleMax 1600 N. NELLIS BLVD, SUITE 102 LAS VEGAS NV 89115
TitleMax 1225 E. CHARLESTON BLVD. LAS VEGAS NV 89104
TitleMax 4741 E. CHARLESTON BLVD. LAS VEGAS NV 89104
TitleMax 6060 BOULDER HWY. [LAS VEGAS NV 89122
TitleMax 5871 E. LAKE MEAD BLVD. LAS VEGAS NV g9156
TitleMax 15 BULL ST. SAVANNAI GA 31401

As of the examination date, the store located at 6060 Boulder Hwy., Suite 5 and 6, Las Vegas, NV 85122
was just opened for business and has not started underwriting title loans yet. As such, loan review was
not part of the scope of the examination for this location.

SCOPE OF EXAMINATION

The primary purpose of the examination was to determine compliance with NRS Chapter 604A and
Nevada Administrative Code (NAC) Chapter 604A. The examination consisted of a review of active,
paid, delinquent and declined loans, a review of surety bond terms, completion of the manager’s and
statutory compliance questionnaires, and a review of the company’s policies and procedures and forms
used in the operation of the business. Appropriate licenses and fee-related postings were also examined.
Emphasis was placed on compliance with State regulations as well as the Truth in Lending Act
(Regulation Z).

The current examination maimly focused on the prior violations that were cited which resulted in a less
than satisfactory rating.
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EXAMINATION COMMENTS AND CONCLUSIONS

Annual Report
The Annual Report of Operations was received by the FID on March 24, 2015. The licensee is in
compliance with NRS 604A 750.

Surety Bond

The Surety Bond is sufficient. It is currently posted at $265,000.00, with Capitol Indemnity Corporation
under Surety Bond number 60088894 and is due for renewal on February 15, 2016. The licensee is in
compliance with NRS 604A.610.

Internal / External Review
Aside from the Nevada State examination, there was no written documentation provided for internal or
external reviews at the time of the examination.

Financial Audit / CPA

The CPA of the Financial Institutions Division reviewed the key financial figures submitted along with
the licensee’s Annual Report of Operations. There are no weaknesses identified in the business
operations.

Internal Routine and Control

During the previous examination, the licensce was utilizing CashWise Financial Services Software for its
loan operations. However, at the start of the examination process, the licensee was in the process of
converting its Software Program from CashWise Financial Services to TLX Software Program.

The Title loan underwriting process includes:

Current registration
Affidavit stating the customer’s ability to repay the loan

¢ Loan application form

e Income and obligations

¢ Government issued photo identification
e Valid phone number

¢ Title of the vehicle

» Proof of insurance

[ ]

]

As of the examination date, the licensee offers title loans with the original term of 210 days which parallel
NRS 604A.445 (3):

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and interest
payable on the loan;
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EXAMINATION COMMENTS AND CONCLUSIONS

(c) The loan is not subject to any extension; and
(d) The loan does not require a balloon payment of any kind.

The licensee is still in the process of collecting on old loans that were underwritten with an original term
of 30 days which were underwritten prior to the last examination date.

As observed during the prior examination, the licensce is still utilizing the “Grace Period Payments
Deferment Agreement.” Some of the branch locations visited had pre-printed copies of the grace period
payments deferment agreement in the customer files. The employees are also encouraging the customers
to enter into this grace period payment deferment agreement.

This grace period payments deferment agreement consists of separating the interest and principal from the
original amortized schedule payments and prolonging the payment of principal until the full interest is
paid. This agreement has a schedule of 14 payments, which for the first seven payments the customer
pays only imterest. For the remaining seven payments, the customer pays the principal. The total amount
paid under this agreement is higher from the original amortized payments scheduled under the original
loan agreement.

The “Grace Period Payments Deferment Agreement” offered by TitleMax clearly contradicts with NRS
604A.445 (3). Please refer to the State violation section of the report for additional details.

Training

TitleMax provides periodic training to all employees. New employees are trained upon hire and annually
thereafter. All employees are required to complete refresher courses on-line and as needed. The
Compliance Department has the responsibility of overseeing that all training materials are up to date with
any industry changes and demands.

Display of License, Notices, and Disclosures
The State of Nevada, Financial Institutions Division NRS 604 A license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604A.060.

The contact number of the office of the Commissioner, notice of fees charged and business hours are
posted conspicuously in the location where the licensee conducts business, which is compliance with,
NRS 604A.405, NAC 604A.130, NAC 604A.140, and NAC 604A.150.

Record Retention
As stated in the managers questionnaire, it is the licensee’s policy to maintain all records for five years,
which is in compliance with NRS 604A.700 and NAC 604A.200.
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EXAMINATION COMMENTS AND CONCLUSIONS

Collection Agency Utilized by the Licensee
As of examination date, the licensee does not utilize a collection agency for accounts in default. The
licensee’s internal collections department currently handles these accounts.

FDCPA

TitleMax employees are required to be certified on an annual basis. All collection employees are required
a minimum score of 80 percent to obtain the FDCPA certification. The store managers monitor all
contact with debtors to ensure that policies and procedures are followed by all employees.

FinCen Registration
TitleMax is not considered a Money Services Business in accordance with 31 CFR Chapter X § 1022.380;
as such, the licensee is not registered with FinCEN as a Money Service Business.

Complaints Filed Since the Previous Examination

The FID complaint database was verified and it indicates that there were three (3) complaints filed against
the licensee since the last examination. Out of the three, one complaint was still open as of the close date
of the examination. The complaint of Esther Vasquez under complaint number 68670 was still open.

Total Sample Size

|As of Exam Date |  May 4, 2015 i

Population Sample Size Penetration
LOAN TYPES:
Active Loans 258 5 1.94%
Delinquent Loans 52 5 9.62%
Closed Loans No Inventory 5 0.00%
Declined Loans 0 0 0.00%
Total Loans = 310 15 4.84%

During this follow-up examination, declined loans were not reviewed.

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

REPEAT VIOLATION

NRS 604A.450 Title loans: Prohibited acts by licensee regarding amount of loan and customer’s

ability to repay loan. A licensee who makes title loans shall not:
2. Make a title loan without regard to the ability of the customer seeking the title loan to
repay the title loan, including the customer’s current and expected income, obligations and
employment,
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EXAMINATION COMMENTS AND CONCLUSIONS

The licensee was previously cited for underwriting Toans without regard to the customer’s ability to repay
the title loan. This is no longer apparent since the licensee started underwriting loans with an original
term of 210 days; therefore, this violation is deemed rectified.

NAC 604A.230 Prohibited acts: Miscellaneous acts.

NRS 604A.105 “Title loan” defined.

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “title” means a
certificate of title or ownership issued pursuant to the laws of this State that identifies the legal
owner of a vehicle or any similar document issued pursuant to the laws of another jurisdiction.

During the previous examination, the licensee was cited for allowing co-borrowers to be co-signors on the
title loan where the co-botrower’s name was not in the vehicle title. No such instance was found at this
location. As such, this is deemed rectified.

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

Since the previous examination, Titlemax implemented a 210 day title loan product that mirrors NRS
604A.445 (3). The current examination showed that Titlemax’s original loan agreement complies with
NRS 604A.445 (3). The examination also showed that Titlemax markets and offers an amendment to the
original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210. This is still apparent during
the current examination and is cited as a repeat violation.

EXIT MEETING
The exit meeting was held telephonically on June 17, 2015. TitleMax was represented by the following:

Carrie E. Carbone, SVP of Compliance and Product General Counsel
Victoria Newman, Compliance and Corporate Counsel

Stephen Paris, Senior Regulatory Compliance Manager

Ted Helgeson, Divisional Vice President of Operations

Coleman Gaines, Senior Vice President of Operations-West

Melissa Ardis, Director of Compliance

Nicole Lovelock, Outside Counsel from Holland and Hart

The Financial Institutions Division was represented by the following:

Harveen Sekhon, Supervisory Examiner
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EXAMINATION COMMENTS AND CONCLUSIONS

Christopher Eccles, Attorney

Ma. Theresa Dihiansan, Examiner-In-Charge
Dean Ventura, Examiner

Kelvin Lam, Examiner

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

REPEAT VIOLATION

NRS 604A.445 Title loans: Restrictions on duration of loan and periods of extension.
Notwithstanding any other provision of this chapter to the contrary:

3. The original term of a title loan may be up to 210 days if:

(a) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fully amortize the entire amount of principal and
interest payable on the loan;

(¢} The loan is not subject to any extension; and

(d) The loan does not require a balloon payment of any kind.

NRS 604A.210 Chapter does not prohibit licensee from offering customer grace period. The
provisions of this chapter do not prohibit a licensee from offering a customer a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer:

1. Any fees for granting such a grace period; or

2. Any additional fees or additional interest on the outstanding loan during such a grace period.

During the current examination, TitleMax underwrites title loans with an original term of 210 days which
mirrors NRS 604A.445 (3). It was also apparent during the examination that Titlemax continued to offer
the amendment to the original loan agreement that violates NRS 604A.445 (3) and NRS 604A.210.

Onsite visits to Titlemax locations and conversations with store employees showed that Titlemax
currently offers the customers an amendment to the original loan agreement called the “Grace Period
Payments Deferment Agreement” (hereinafter, the “Amended Agreement™) during the term of the loan.
The customer may enter into the grace period payments deferment agreement prior to default if the
customer chooses to make lower monthly payments although the total amount owed by the customer in
the amended agreement will be higher than the total amount owed under the original loan agreement.
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EXAMINATION COMMENTS AND CONCLUSIONS

The text of the Amended Agreement provides:

“Because this is only an amendment and modification of the loan agreement in which we
are only modifying and deferting your payments under the Title Loan Agrecment, you
acknowledge and agree that all of the terms and conditions of the Title Loan Agreement,
including the charging of simple interest and waiver of jury trial and arbitration provision
remain in full force and effect.”

This statement shows an intent to avoid compliance with NRS 604A.445 (3). Under the original loan
agreement the customer makes seven fully amortized payments (210 days) to pay the loan off without a
balloon payment at the end, thereby complying with all provisions of NRS 604A.445(3). But, under the
Amended Agreement, the customer makes 14 payments (390 days), the first seven payments are interest
payments only and last seven payments are principal payments. Thus, the Amended Agreement separates
interest and principal from the original amortized schedule of payments, and thereby prolongs the
payment of principal until the full interest is paid.

For an example of how customers owe more under the Amended Agreement compared to the original
agreecment, please sce below:
OPEN ACCOUNTS

Loan Number | Customer Total Total Overage
Name Amount to | Amount to be
be Paid Paid under
Under the | the
Original “Amended
Loan Loan
Agreement | Agreement”
70369-0131156 G. James $7,186.62 $8,496.50 $1,309.88
70369-0151721 G, Jimenez $1,872.76 $2,304.50 $431.74
70369-0151677 A. Rodrugues- $5,198.35 $6,357.90 $1,159.55
Parada
70369-0133202 | S. Schumacher | $2,676.17 $3,283.95 $607.78
70369-0154257 | K. Hadush $5,233.00 $6,400.30 $1,167.30
70369-0159354 | J. Walker $981.97 $1,211.25 $229.28

Management Response: Victoria Newman,
would respond in writing upon receipt of the written rep

Compliance and Corporate Counsel stated that the licensee
ort of examination for all locations.
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EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 Translation of documents written in language other than English. (NRS 604A.300)
Y. A licensee who uses a form or standard loan agreement written in Spanish as required by
NRS 604A.410, notice of opportunity to enter into a repayment plan written in Spanish as
required by NRS 604A.475, or other form or standard document written in a langunage other
than English shall canse the document to be translated into English and maintain together a
copy of the document and its English translation.

NRS 604A.410 Written loan agreement required; contents.
Y. Before making any loan to a customer, a licensee shall provide to the customer a written loan
agreement which may be kept by the customer and which must be written in:
Y. English, if the transaction is conducted in English; or
(b) Spanish, if the transaction is conducted in Spanish.

The language used in the loan disclosure agreement and receipts for the loan of Jorge Colon under loan
number 70369-0139239 was in Spanish while the language used in the loan application and affidavit was

in English. The licensee is not in compliance with the above Statutes.

Management Response: Victoria Newman, Compliance and Corporate Counsel stated that the licensee
would respond in writing upon receipt of the written report of examination for all locations.

FEDERAL

No violations of Federal laws were noted during the examination. However, this examination should not
be considered a full compliance examination relative to Federal statutes.
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EXAMINATION COMMENTS AND CONCLUSIONS

SUMMARY

Each licensee, upon completion of an cxamination, is rated “Satisfactory,” “Needs Improvement,” or
“Unsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management to achieve and maintain such compliance. The rating of the licensee
at this examination is “Unsatisfactory.”

A rating of “Unsatisfactory” indicates that the licensee and the management of the licensee have
demonstrated substantial lack of compliance with applicable laws and regulations and that immediate
remedial action is required for the correction of the violations and deficiencies noted in the report made
by the examiner pursuant to NRS and NAC. A rating of “Unsatisfactory” may be given if there were
minor violations or deficiencies from a previous examination that were not corrected. Be advised that you
may be subject to disciplinary action due to the nature of the violations. You may request an
administrative hearing regarding the Division’s findings of deficiencies and violations. If you do wish to
request an administrative hearing, please state so in your response letter. A written response to the
examination is required within 30 days outlining the actions that will be taken to correct all deficiencies
and violations noted in the report. The Financial Institutions Division may conduct a follow up
examination within three (3) months to ensure corrective actions have been implemented.
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