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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 inciuded the 2013 Annual Report of Operations. No
ateas 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

Govermnent 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 licensce was offering 30 day titie loans. On January 28, 2014 the
licensee sent a letter to the Financial Institations Division stating that TitleMax is going to stop offering
the 30 day title Joans 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 mirtors 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 instaliments;

(b) The payments are ealculated 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 Agreement.” During the onsite
visitations of store focations it was observed employecs arc pre-printing this grace period agreement and
putting it in customer’s files. The employees arc 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 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 Pedod Payments Deferment Agreement” offered by TifleMax clearly contradicts with
604A.445(3).

Training

TitleMax provides training upon hire and annually thereafier. 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 censpicuously 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 lefters and making phone calls to delinquent customers
by TitleMax’s collection department.
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EXAMINATION COMMENTS AND CONCLUSIONS

FDCPA
TitleMax employees ar¢ 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 ail 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 Ixam Date | Angust 31, 2014 |
. Population ., Sample Size Penetration
LOAN TYPES: '
Active Loans 613 10 1.63%,
Delinguent Loans 294 3 1.70%
Closed Loans 35 5 14.29%
Declined Loans 2 1 50.00%
Total Loans = 944 21 2.22%

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.

Duting the previous examination the licensee was found to be underwriting title loans in excess of the
cnstomer’s disclosed income and obligations. There was no regard given to the customey’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. Alicensee shall not: .
(2) Require or accept a guarantor to a fransaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

L. “Title Joan” 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 custorner 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; confents

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

¢) The date and amount of the loan, amount financed, annual percentage rate, fimance 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 documendts written in language 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 naintain 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 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 prf;vious 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
Cetified 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 paintain 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 Ioan 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 Iicensee.

During the previous examinafion, the licensee was tnable 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 customner 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 amy 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
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 percentagerate 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: Prohibited acts by licensee regarding amount of loan and cusiomer’s

ability to repay loan. A Jicensee who makes fitle 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) Over

Melody Bryant 10769-0083714 30 day | $600.00 | $200.00 $825.93 | $425.93

Hector Gallardo 10769-0079504 30 day | $1,900.00 | $1,200.00 $1,146.40 | $446.40
Tony Miller 10769-0106248 30 day | $3,000.00 | $2,300.00 $4,399.60 | $3,699.60

Ariel Nuel 10769-0071746 30 day | $700.00 | $400.00 $1,130.34 | $830.34

Management’s response:
to the Financial Institution Division once the repo

Ms. Sarah C. Poff, Director of Compliance, stated that a response will be sent

it of examination is received.

REPEAT VIOLATION

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

NRS 604A.105 “Title loan” defined.
1. “Tifle 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 title fo a vehicle legally owned by the customer to the licensee oxr 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 jssued 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.

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

Fach licensee, upon completion of an exarnination, is rated “Satisfactory,” “Needs Tmprovement,” of
“{Ipsatisfactory,” based primarily on compliance with applicable statules and regulations and the
perceived capability of management to achieve and maintain such complance. The rating of the licensee
at this examination is “Needs Imprevement.”

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 invelving a 1ack 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 wiiting 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 exarniner pursuant to state and federal laws and regulations.
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CHAPTER 604A
REPORT OF EXAMINATION

TITLEMAX OF NEVADA,INC. .~
DBA: TITLEMAX Y
6436 N. DECATUR BLVD. STE 115 -
LAS VEGAS, NV 89131
WWW.TITLEMAX.COM

Fxaminer In Charge: | Christian Y"aﬁ_e‘zh_ _ _ Examiﬁéd as of: . , A}igust 31, 2014
Examination Started: | August6,2014 _ ~ .| Examination Closed: .. Degember 18,2014
{ Total Exam Hours: | 11.00 L Examjnéﬁop Number: { 65314 .

THIS REPORT 1S STRICTLY CONFID (DENTIAL " -

" The information contained in this report is based oi1 the books and records of the licensee as licensed
under NRS 6044, 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 preperty 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 Commyissioner of the Financial Institutions Division shall be notified
immediately. :

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

State of Nevada .. ‘
£ Busitiess/And Industry, Financial Institutions Division .
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 6436 N. Decatur Blvd.,
Ste. 115 Las Vegas, NV 89131 commenced en August 6, 2014, This business location currently holds a
Nevada Revised Statutes (NRS) Chapter 6044 Heense 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 ticensee currently offérs 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 defermine 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 bending requirement, completion of the
manager’s and statutory compliance questionnaires, and a teview of the company’s policies and
procedures and forms uscd 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 A
The annual report of operations 1s duc to the Tinancial Institutions Division by April 15th each year. The

annual report of operations for year ending 2013 was received on April gt 2014 which is in accordance
with NRS 604A.750.

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

60088894 with Capitol Indemruty Corporation and is due for renewal on Fehruary 15, 2014. The licensee
is in compliance with NRS 604A.610.

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

scope of the current examination.
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EXAMINATION COMMENTS AND CON CLUSIONS

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 7013 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
» Proofof insurance
¢ Current registration
e Affidavit stating the customer’s ability to repay the loan

During the previous examination the licensee was offering 30 day title.loans. On Jamvary 28, 2014 the
licensee sent a letter to the Financial Institutions Division stating that TitleMax is poing to stop offerng
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 curréntly 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 1o 210 days if:

() 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 requirc a balloon payment of any kind.

The licensee also implemented “Grace Period Payments Deferment Agreement.” During the onsite
vigifations of stere locations 1t was observed employees are pre-printing this grace period agreement and
putting it in customer’s files. The employees are also encouraging the customaers 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 Jeft 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 Agrecment” offered by TitleMax clearly contradicts with
604A.445(3).

Training

TitleMax provides training upon hire and annually thereafier. All employees are required to complete
refreshef cougses 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 mrmber of the office of the Clommissioner, 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 interna! 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 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 Fxamination
The Financial Institutions Division complaint database was ve .fied 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 Dafe | Aupust 16, 2013 J
. . Population Sample Size - Penetration

LOAN TYPES: : ’ .

Aotive Loans 348 10 2.87%
Delinguent Loans 54 4 - 141%
Closed Loans 14 5 35.71%
Declined Loans 1 1 ] 100,00%
Total Loans = 417 20 4.80%

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

PREVIOUS VIOLATIONS OF STATUTES AND REGULAT TONS

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 refex to the current violation section for more

details.

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

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made fo 2 customer pursuant to a loan agreement which, under its
original terns '

(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 2 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 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

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

¢) The date and amount of the loan, amounnt financed, annual percentage rate, fimance charge, total
of payments, payment schedule and a description and the amount of every fee charged, regardless
of the name given io 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 hes stopped offering the 30 day tifle 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
vegulations 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 cach 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 Jicensee.

(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 licensce was able to provide a copy of the
Certified Court Interpreter for the State of Nevada. Therefore, this violation is deerned rectified.

‘NAC 604A.200 Maintenance of books and records.

1. FExcept as otherwise provided in NRS 604A.700, 2 licensee shall maintain for at least 3 years the

original or a copy of each acconnt, 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 2 place of
business in this State designated by the licensee.

During the previous examination, the licenseg 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 fo a customer, 2 licensee shall provide to the eustomer a written loan
agreement which may be kept by the customer amd 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 altexrnative dispute resolution
or repossess a vehicle in an effort to collect a defaulied loan, the licensee shall deliver to the
cnstomer, 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, wriften
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 janguages. 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 caleulation of the amount financed, annual percentage
rate and finance charge for a loan must be made in aceordance with the Tranth 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 Examinet,
Christopher Becles, 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 Joan 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
obligations, thercfore, 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 ) T
Total
Amount
Stated Stated of Amount
Borrower’s Name YL.oan Number Term | Inmcome | Obligations | Loan(s) Over
Andy Tsao 11369-0060970 30 day | $1,784.00 $500.00 ' $5,532.50 $4,248.50
Bryan Lagrow 11369-0049159 30 day | $4,500.00 $1,800.00 $2.734.36 | $34.36
Anita Ealy 11369-0061828 30 day | $1,102.37 $0.00 $8,821.20 | §7,71 8.83
Barbara Szydlo-mcgee | 1 1369-0055605 | 30 day $5,000.00 | $3,000.00 $5,521.50 $3,521.50
Tiffany Young 11369-0106676 30 day | $2,500.00 $1,200.00 $1,333.69 | $33.69
| Jeanne Hamburg 11369-0116061 30 day | $4,588.00 $1,350.00 $3,351.90 $113.90
LStephen Ruck 11369-0100726 30 day | $4,583.00 $2,000.00 $3,321.70 $738.70

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.
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EXAMINATION COMMENTS AND CONCLUSIONS

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. A licensee shail 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 fexrms

(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 ox ownership issned 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. o

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 ifs

(a) The loan provides for payments in installments;

(b) The payments are calculated to ratably and fuily 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 customey a grace period on the
repayment of a loan or an extension of a loan, except that the licensee shall not charge the
customer:

ST REPORT OF EXAMINATION
Fahirh 2P,
TP STATE OF NEVADA
5 %‘% DEPARTMENT OF BUSINESS AND INDUSTRY
% j J  FINANCIAL INSTITUTIONS DIVISION APP O 1 3 802
ROA G@@d2b- 00010




EXAMINATION COMMENTS AND CONCLUSIONS

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 previons 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 GO4A.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 1o 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 ecncourage customers o participate in the Amended Agreement as Soon 48 the original
agreement is jssued, and not wait until the loan is in defavlt status. Pre-printed amended agreements were
found in customers’ files doring the onsite stere 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 ate
for every 30 days starting on < Due Date> By making this payment ol time, your loan will
be paid in full when you make the final payment. However, for your convenience, you can
also make a minimum paymient of <Minimum Payment to Extend> doring 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 guestions?”

The marketing statement emphasizes lower payments. But, in fact, under the Amended Agreement, the
total amount owed by the custorer Is more than the total amount owed under the original loan agreement,
as farther 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
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EXAMINATION COMMENTS AND CONCLUSIONS

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 ar¢ 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
11369-0117263 $2.890.26 1$3.546.68 $656.42
11369-0117263 $1,505.50 —1$1,852.64 $347.14
11369-0115620 $5,079.66 $6,188.83 $1.109.17
11369-0117680 $574.94 $679.72 $104.78

Titlemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customers who enter into the
Amended Apyeement 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. 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 o 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 invelving 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 {o 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 6530 S. Decatur Blvd,,

Ste. 100 Las Vegas, NV 89118 commenced on Augpst 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 exanyination was to determine compliance with NRS 604A and NAC 604 A.
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
manpager’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).

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.

Tuternal / 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

fisca! year ending December 31,2013, which were included in the 2013 Annual Report of Operations. No
areas of concern wege 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

e Income and obligations

Government issued photo identification

Valid phone number

Title of the vehicle

‘Proof of insurance

Current registration

o Affidavit stating the customer’s ability fo repay the foan

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 Tuly, 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 ift

{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; ,

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

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

The lcensee 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 employecs are provided the following statement to read to customers:
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“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 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 Disclosares
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 te 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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FDCPA
TitleMax employces 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 o 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 (hree complaints filed against TitleMax since the previous exarpination. TitleMax
responded to the complaints in a timely manner. :

Total Sample Size
[As of Exam Date | ~Augnst 13, 2014 |

- Population . Sample Size Penetration '
LOAN TYPES: - ,'
Active Loans 287 7 - 244%
Delinguent Loans 104 4 3.85%
Closed Loans 22 5 22.73%
Declined Loans _ 1 1 100.00%
Total Loans = 414 17 4.11%

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 2 transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

1. “Title Joan” 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. ox 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 jurisdietion.

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 occuired 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.

T, REPORT OF EXAMINATION
Ly STATE OF NEVADA

DEPARTMENT OF BUSINESS AND INDUSTRY
FINANCIAL INSTITUTIONS DIVISION APP O 1 3 8 1 2
ROA G@Bd85. 00006




EXAMINATION COMMENTS AND CONCLUSIONS

NAC 604A.160 Translation of documents written in Janguage other than Engtish.

2. A document translatcd 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 maiutain for at least 3 years the
original or a copy of each account, book, paper, written or electronic record ox 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 prlevious 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. Thetefore, this violation is deemed rectified.

NAC 6044.200 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 agrecment wiitten 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 Iater 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 oppertunity 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 charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attorney, Andrea Bruce, Examiper. '
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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:
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) Over
Lee Villalun 11269-0072964 30 day | $1,100.00 | $350.00 $873.98 | $123.98
Davis Freifas 11269-0103775 30 day | $2,764.00 | $800.00 $3,472.70 | $1,508.70

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.

REPEAT VIOLATION

NAC 604A.230 Prohibited acts: Miscellaneous acts.

1, A licensee shall not:
(a) Reguire 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.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.115 “Title to a vehicle” or “title” defined. “Title to a vehicle” or “titie” 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, fhe licensee provided a policy which states the following:

“The primary borrower must be on the litle; 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 differcnt address and different last name.

Management’s response: Ms. Sarah C. Poff; Director of Compliance, stated that a response will be sent
(o 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

(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 complies with
NRS 604A.445(3). The examination also showed that Titlemax markets and offers an amendment to the
original Joan agrcement that violates NRS 604A.445 (3) and NRS 604A.210.

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

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customers fo 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
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. Bul, 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 {his 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

LOAN NUMBER TOTAJL. AMOUNT TO | TOTAL AMOUNT TO | OVERAGE
BE PAID UNDER |BE PAID UNDER
ORIGINAL LOAN | “AMENDED” LOAN
AGREEMENT AGREEMENT
11269-0111357 $3,500.21 $4,281.00 $780.79
11269-0118690 $954.74 $1,174.85 $220.11
11269-0119197 $3,153.67 $3857.14 $703.47
11269-0119826 $3,247.09 $3,984.54 $737.45

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, 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 jnstances and situations involving a lack of compliance
with applicable statc and federal laws and regulations and that regulatory supervision is required. The
Jicensee 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 TifleMax of Nevada, Inc. DBA: TitleMax located at 7150 S, Durango Dr. Ste
190., Las Vegas, NV 89113 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 imitiate Title Loans in accordance with
applicable statutes and regulations.

The licensee’s website www.titlemax.com is nsed 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 questiormaires, 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
amual report of operations for year ending, 9013 was received on April 8%, 2014 which is in accordance
with NRS 604A.750.

Surety Bond

The Surcty 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 concem 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

s Valid phone number

s 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 {o 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:

(2) The Joan 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) 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 Jocations 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 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 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 desnands.

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 Comumissioner, 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 exarnination 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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'FDCPA
TitleMax employees are required to be certified on an anoually basis. All collection employees are

required a minimum score of 80% to obtain the EDCPA cextification. 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 October 14,

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

Total Sample Size
[As of Exam Date | August 31, 2014 ]

; Pdpu]aﬁon Sample Size Penetration R
LOAN TYPES: i _
Active Loans 178 ] 16 5.62%
Delinquent Loans 63 5 7.94%
Closed Loans 10 5 50.00%
Declined Loans 2 2 100.00%
Total Loans = 253 22 8.70%

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 amonnt of loan and customer’s
ability to repay loan. A Jicensee who makes title foans 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 {he 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 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 ’

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

(1) Giving possession of the title to a vehicle legally owned by tite customer to the licensee or 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 2
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 jurisdictior.

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 refer to the
current violation section for more details.

NRS 604A.410 Written loan agreement required; contents

7. The loan agreement must include, without Fimitation, the following information:

¢) The date and amount of the loan, amount financed, annual percentage rate, finance charge, total
of payments, payment schedule and a deseription 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 iu Lending Act and Regulation Z;

During the previous examination, the licensee did not indicate on the extension receipts the effective date
of the cxtension. 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 docs not allow any extensions. Therefore, this violation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

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

3. 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 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 ]Iltefpreter in
the State of Nevada. During the current examination the licensee was able to provide 2 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 desigrated by the licensce.

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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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 notice must:

" (a) Be in English, if the initial tramsaction 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
Repulation 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, Bxaminer in charge, Harveen Sekhom, 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 Joans: Prohibited acts
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 tifle loan, including the customer’s current and expected income, obl

employment.

by licensee regarding amount of loan and customer’s

seeking the title loan to
igations and

The title loans itemized below were underwritten in cxcess 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
Patsy Bravo 10269-0110492 30 day | $4,202.00 | $1,201.00 $5,521.50 | $2,520.60
Brenda Similton 10269-0099149 30 day | $2,000.00 | $1,500.00 $3,209.70 | $2,799.70
Nicholas Botts 10269-0087417 30 day | $2,500.00 | $1,000.00 $2,302.60 | $802.60

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 accepta guarantor to a transaction entered into with a customex.
NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made to a cus
original terms

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

(1) Giving possession of the dtle to a vehicle [egally owned by the cusiomer to the licensee or any

agent, affiliate ox subsidiary of the licensee.

tomer pursuant to a loan agreement which, under its
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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. 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 veport of examination is received.

NRS 604A.445 Title Joans: Restrictions on duration of lean and periods of extension.
Notwithstanding any other provision of this chaptex 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 Joam 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.

Opsite 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 Agrecment” (hereinafter, the “Amended Agreemen .

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customers fo 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 wetc
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 intc 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 inteyest 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
agrecment, please see below:
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LOAN NUMBER TOTAL AMOUNT TO | TOTAL AMOUNT TO | OVERAGE
BE PAID UNDER |BE PAID UNDER
ORIGINAL LOAN | “AMENDED” LOAN
AGREEMENT AGREEMENT
10269-0114488 $3,196.22 $3,856.80 $660.58
10269-0115965 $13,903.62 $16,292.93 $2,389.31
10269-0116688 $2,355.05 $2,889.89 $534.84

Titlemax must comply with NRS 6
Amended Agreement owe more money compared to the original lo

04A.445 (3) and NRS 604A.210. Customers who enter into the
an with its fully amortized payments.

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

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

FEDERAL

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

SUMMARY

Each licensee, upon co
“Unsatisfactory,” based primarily on compliance with ap
perceived capability of management to achieve an

mpletion of an examination, is rated “Satisfactory,” “Needs Improvement,” or

at this examination is “Needs Improvement.”

A rating of “Needs Improvement”
demonstrated less than satisfactory compliance, or instances an
with applicable state and federal laws and regulations and that regul

plicable 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
d situations involving a lack of compliance
atory 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 h
noted in the report made by the examiner pursuant to s

ave been mitiated for the correction of the violations and deficiencies
tate and federal laws and regulations.
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CHAPTER 604A |
REPORT OF EXAMINATION . - -

TITLEMAX OF NEVADA,INC. -
DBA: TITLEMAX -
2550 S. EASTERN AVE. .
LAS VEGAS,NV 89169 .~~~ 'l
WWW.TITLEMAX.COM . - -

' Exammer In Charge: "lChﬁstian_ Yanez ‘ l Examﬂ;éd as df: Aﬁ_gust 3i,'2014‘ ,:
- Examination Started: August 6,2014 7 Examination Closed:. | Deconibrer 18, 2014° 1
“Total Exam Bours: 11.00. ' “Examinafion Number; | 65326 ... ...}

LU IS REPORT IS STRICTLY CONFIDENTIA

" The information contained in this report is based on the books and récords 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 presuined by the examinet 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 Ticensee 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 aty
person or orgapization not officially connected with the Keensee as officer, director, attorney, or auditor
unless otherwise directed. Sheuld any legal process doctument be served calling for the surrender of this
report or any portion thereof, the Commissioner of the Financial Institutions Division shall be notified
immediately. g :

Bach principal has the responsibility to review the contents of this report.. . - o

State of Nevada
Department of By

iiies ang/mdustry, Financial Instifutions Division

Christian Yanez
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 2550 S. Eastern Ave., 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 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
foan process.

The licensee currently offers the 120 day loan which allows the customer to malke 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 10 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 & 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 ot 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

Financia} 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:

s Loan application form

e Income and obligations

« Govemnment issued photo identification

» Valid phone number

e Title of the vehicle

» Proof of insurance

o 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 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 fo 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 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 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 gquestions?”’

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 lcense 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 mternal collection process consists of sending letters and making phone calls to delinquent customers
by TitleMax’s collection department.
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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 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 fhere 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 | August 16, 2013 J
_ . Population Sample Size ‘P_enetraﬁon

LOAN TYPES: | - o
Active Loans 551 g 1.63%
Delinquent Loans _ 103 5 4.85%
Closed Loans 20 5 25.00%
Declined Loans 2 2 100.00%
Total Loans = 676 21 3.11%

All of the loém samples were chosen randomly by the examiner. As of the examination date, the licensee
had: :

REPORT OF EXAMINATION

STATE OF NEVADA
DEPARTMENT OF BUSINESS AND INDUSTRY

FINANCIAL INSTITUTIONS DIVISION ﬁ PP O 1 3 8 8 7

ROA 009166000005
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PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS

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

7. Make a title Joan 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 examipation 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 1o 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 fo 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 tifle loans. The new product 210 day title loan offered by the
licensee does not allow any extensions. Therefore, this violation is deemed rectified.

REPORT OF EXAMINATION

% STATEOF NEVADA
9% DEPARTMENT OF BUSINESS AND INDUSTRY

FINANCIAL INSTITUTIONS DIVISION ﬁ PP O 1 3 8 8 8

ROA 0084 64- 00006
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NAC 604A.160 Translation of documents written in langnage 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 Ioan or other transaction involving a customer in this State,

2. Except as othexrwise 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 interprefer.

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 licensec 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 licensce 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 lean 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 curent examination the licensee was able to provide all the records
requested. Therefore, this violation is deemed rectified.

NRS 604A.410 Written loan agrecment 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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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
mot 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:

(@) 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
issned in Spanish. During the current examination, there was no evidence that the repayment plans and the
veceipts 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: Prohibited acts by licensee regarding amount of loan and customer’s

ability to repay loan. A licensee who makes title loans shall not:
2. Malke a title Joan 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 1o regard given to the customer’s ability to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan
Tatal
Amount
Stated Stated of Amount
Borrower’s Name Loan Number Term | Income | Obligations | Loan(s) |- Over
Michael Castillo 10669-0116825 30 day | $6,500.00 { $2,500.00 $5,471.30 | $1,471.30
Ricardo Bonilla 10669-0099845 30 day | $2,600.00 | $1,800.00 $3,299.70 | $2,499.70
Jeremy Dunn 10669-0116167 30 day | $1,967.00 | $720.00 $1,378.48 { $131.48
Sandra Smith 10669-0054247 30 day | $2,400.00 | $640.00 $3,299.70 | $1,539.70
Mylissa Gibson 10669-0054216 30 day | $1,440.00 | $1,000.00 $482.96 | $42.96
Virgilio Constantin 10669-0074174 30 day | $576.00 1} $100.00 $489.43 | $13.43
Johnathan Keyes 10669-0094935 30 day | $1,500.00 | $400.00 $1,179.90 1 $79.90
Diane Walton 10669-0093247 30 day | $1,350.00 | $800.00 $683.94 | $133.94

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: Miscellaneons acts.
1. A licensee shall not:
(a) Require or accept a guarantor (o 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 2 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 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 Compliarice, 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) Theloan 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.

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.

REPORT OF EXAMINATION

,  STATE OF NEVADA
PZ)  DEPARTMENT OF BUSINESS AND INDUSTRY

FINANCIAL INSTITUTIONS DIVISION APP O 1 8 8 4 2

ROA G@8d645 00010




EXAMINATION COMMENTS AND CONCLUSIONS

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

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customers 1o 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 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 Agreem.ent, 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 agreecment 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 ate only interest and last seven payments are principal. Thus, Amended Agreement
scparates interest and principal from the original amortized schedule of payments, and thereby prolongs
the payment of principal until the fall 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 TUNDER|BE PAID UNDER
ORIGINAL LOAN | “AMENDED” LOAN
AGREEMENT AGREEMENT

10669-0117764 $841.04 $1,024.65 $183.61

10669-0117118 $2,156.04 $2,548.95 $392.91

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 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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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 7380 S. Eastern Ave.,
Ste. 126 Las Vegas, NV 89123 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 licensce 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 vonsisted of a review of the following: active loans, paid-off loans, delinquent loans,
Joans that ate in (he 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
anmual 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 o 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 comphance with NRS 604A.610.

Internal / External Review
Tiflemax 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 Joan 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

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 exarmination 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 Joan may be up to 210 days if:

(a) The loan provides for payments n installments;

(b) The payments are calculated to ratably and fully amortize the entive 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 Deforment Agreement” During the onsite
visitations of store locations it was observed employees 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 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 Fxtend> during this time. Any principal Jeft 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 fill 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 loarn agreement.

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

Trainiﬁg

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 licepse 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 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 delinguent customers
by TitleMax’s collection department.
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EXAMINATION COMMENTS AND CONCLUSIONS

FDCPA.
TitieMax 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. TitleMax
responded to the complaints in a timely manner.

Total Sample Size

[As of Exam Date | ~ Aungust 31,2014 B
Population Sample Size Penetration -

LOAN TYPES:

Active Loans 364 11 3.02%
Delinguent Loans 53 5 943%
Closed Loans 25 5 20.00%
Declined Loans 3 3 100.00%
Total Loans = o 445 - 24 5.39%

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 custemer’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 titte 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 underwriting title loans in excess of the
customet’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. “Tifle 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 fitle 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
currerit violation section for more details.

NRS 604A.410 Written loan agreement required; contents

2. Theloan 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, fhis 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, hook, 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 inferpreter.

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

NAC 604A.200 Maintenance of books and records. '

1. KExcept 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 dcsignated 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 licensec 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 cuter into a repayment plan. The written notice must:

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

During the previo{xs examyination 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 Catrie
E. Carbone, SVP of Compliance and Product General Counsel, Victoria Newman, Compliance and
Corporate Counsel, Sarah C. Poff, Director of Compliance. The Financial Insiitutions Division was
représented by Christian Yanez, Examiner in charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attorney, Andrea Bruce, Examinet.
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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
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 YL.oan Number Term | Income | Obligations Loan(s) Qver
Jody Hoffinan 11069-0081102 30 day | $3,500.00 { $2,100.00 $1,771.26 | $371.26
Maria Gomez 11069-0109621 30 day | $6,000.00 | $2,200.00 $7,721.30 | $3,921.30
Virgen Reyes 11069-0119220 30 day | $3,300.00 | $1,400.00 $2,758.56 | $858.56

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 a guarantor 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) Regquires 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 pursnant 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 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
rmust 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 veport 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 installinents;

(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.

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.

Ounsite 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 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 mimimum 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 emphasiies 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 Toan 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 fo 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
11069-0115574 $1,819.80 $2,233.10 $413.30
11069-0115138 $2,283.64 $2.802.29 $518.65
11069-0113547 $1,212.92 $1,483.51 $270.59

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 filll 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 sifuations involving a lack of compliance
with applicable state and federal laws and regulations and that reguiatory 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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REPORT OF EXAMINATION
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Examination Started: | August 6,2014 " | Examination Closed: | December 18, 2014
Total Exam Hours; | 11.00 _ “Examination Number: | 65328 . . . |

The information contained in this report is based on the books and records of the licensee as licensed
under NRS 6044, 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 maoner 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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Department of Bu;
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 9555 S, Eastern Ave. Ste.
105., T.as Vegas, NV 89123 commenced on August 6, 2014, This business location currently holds a
Nevada Revised Statutes (NRS) Chapter 6044 license issued by the State of Nevada Financial Institutions
Division (FID). The licensee has been granted approval to inifiate 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 wete 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 requircment, completion of the
manager’s and statatory compliance gquestionnaires, 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 repott 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 curtently posted at $265,000.00 under Bond Number
60088894 with Capitol Indemnity Corporation and is due for renewal on Fcbruary 15, 2014. The licensee
is in compliance with NRS 604A.610.

Interpal / External Review
Tiflemax 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 licensce 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 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
TitteMax 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;

(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 fo 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 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 Tnstitutions 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 licensec’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 Hicensee 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 TitleMax since the previous examination. TitleMax

responded to the complaints in a timely manner.

Total Sample Size
{As of Exam Date [ - ‘August 16, 2013 !
. Population Sample Size Penetration
LOAN TYPES: )
Active Loans 356 10 2.81%
Delinguent Loans 104 6 5.71%
Closed Loans 21 5 23.81%
Declined Loans 2 2 100.00%
Total Loans = . 483 23 4.76%

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:

3. 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 cifed as a repeat violation. Please refer to the current violation section for more
details.

NAC 604A.230 Prohibited acis: Miscellaneous acts.
L." Alicensee 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 seeure the loan by cither:

(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 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 descxiption 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 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 ﬁrevious 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 accoynt, 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 othexwise 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 Tequested 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 agrcement required; contents.

1. Before making any loan te a customer, a licensee shall provide to the customer a written loan
agreement which may be kept by the customer and which mnst 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 exarmination 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 defanlted 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 npon presentment or an electromic 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; caleulation of amount financed,
annual percentage rate and finance charge.

2. For the purposes of this chapter, proper caleulation 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 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 decmed 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 Institations Division was
represented by Christian Yanez, Bxaminer in charge, Harveen Sekhon, Supervisory Exatniner,
Christopher Eccles, Atiomey, 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 malies 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 custoiner’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) Qver
Gabriel Thomas 10469-0103325 30 day | $2,200.00 | $800.00 $4,582.40 | $3,182.40
Rookee Magliopon 10469-0081957 30 day | $7,000.00 | $3,000.00 $6,621.40 | $2,621.40
Laron Carter 10469-0098715 30 day | $900.00 | $0.00 $2,343.00 | $1,443.00
Peter Ganny 10469-0008864 30 day | $3,000.00 | $0.00 $4,559.60 | $1,559.60

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 Prohijbited 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. “Tiile loan” means a loan made to a customer pursuant to a loan agreement which, undey 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 ox 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
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 caleulated 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 peried. 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 extemsion 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
employces toutinely encourage customers fo 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 instraction that employees should
encourage customers to enter into the Amended Agreement. The marketing statement provides:

“Your contract states that yon have 7 payments of <Amorlized 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 fuial 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 tetn 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:

“Becanise 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 paywients 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 1 AGREEMENT

10469-0117222 $734.44 $903.72 $169.28

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 ¥mprovement” 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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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 1995 W. Williams Ave.,
Fallon,, NV 89406 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 stafutes 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 exaniination 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 statatory 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 Tnstitutions 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 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 Ticensee uses CashWise Financial Scrvices Software for its loan operations. Title loan underwriting

process includes:

» Loan application form
s Income and obligations
¢ Government issued photo identification
s Valid phone number
e Title of the vehicle
~ » Proof of insurance
e Current registration
e 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 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 customet’s files. The employees are also encouraging the customets 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 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 coursés 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 604 A.060.

The contact mumber of the office of the Commissioner, notice of fees charged and business hours arc
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 he 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 scrvices 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 aonually basis. All collection employecs are

required a minimum score of 80% io 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 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
[As of Exam Date | - Augnst31, 2014 1

’ Population Sample Size Penetration
LOAN TYPES: . )
Active Loans 86 10 5.00%
Delinquent, Loans 23 5 ) 21.74%
Closed Loans 10 5 50.00%
Declined Loans i 1 100.00%
Total Loans = 120 21 17.50%

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 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 te 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 fo 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 nol 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 Maintenauce 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
conceris 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 Ioan
agreement which may be kepi by the customer and wihich 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 int 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 opportunify 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, Examimer in charge, Harveen Sekhon, 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 Joans: Prohibited acts by licensee regarding amount of loan and custorner’s
ability to repay loan. A licensee who makes title loans shall not:
2. Malce a title loan without regard to the apility 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 underwritlen in cxcess of the cnstomer’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 Numbeyx Term | Income | Obligations | Loan(s) Over
Keri Jo Renteria 14269-0105161 30 day | $800.00 | $400.00 $1,661.26 | $1,261.26
Nikkita You 14269-110994 30 day | $1,200.00 | $400.00 $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 a guarantor to 2 transaction entered into with a customer.

NRS 604A.105 “Title loan” defined.

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

() Reqguires 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
ageut, 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 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 fitle or not), he
must sign the Application and Contract.”

During the sfores 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 duxation 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 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 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 agrecment called the “Grace Period Payments
Deferment Agreement” (hereinafter, the “Amended Agreemen ).

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage eustomers 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 Agrecment 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:

“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 moxe 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 agrecment 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 otiginal 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 schedule of payments, and thereby prolongs
the payment of principal until the full interest is paid.

For an cxamnple 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 | GVERAGE
BE PAID UNDER |BE PAID UNDER
ORIGINAL LOAN | “AMENDED” LOAN
AGREEMENT AGREEMENT
14269-0115854 $550.77 $677.79 $127.02
14269-0114932 $1,819,.80 $2,233.10 $413.30
14269-0111601 $1,872.76 $2,304.50 $431.74

Titlernax 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

Fach licensee, upon completion of an examination, is rated “Satisfactory,” ‘Needs Improvement,” or
“[nsatisfactory,” based primarily on compliance with applicable statutes and regulations and the
perceived capability of management fo achieve and maintamn such compliance. The rating of the licensee
at this examination is “Necds 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 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 8414 W, Farm Rd., Ste.
130 Las Vegas, NV 89131 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 T.oans 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 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 arc in the repayment plan and declined loans, surety bonding requirement, completion of the
manager’s and statutory comphance 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 poted.

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

process includes:

Ioan application form

Income and obligations

Government issued photo identification

Valid phone number '

» Title of the vehicle

o 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 2.8, 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:

(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 Paymenis 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
yon 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 fhe customer pays only interest. For the
remaining seven payments the customer pays the principal. The fotal amount paid under this agreement 18
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

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

required a minimum score of 30% 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.

Compiaints 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 | Angust 31, 2014 B
Popuiation Sample Size Penetration

TOAN TYPES:

Active Loans 267 8 3.00%
Delinquent Loans 65 5 7.69%
Closed Loans ] 15 3 20.00%
Declined Loans 2 2 100.00%
Total Loans = 349 i8 5,16%

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 2 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 terms ’

(b) Reqnires 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
Jisted 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. Theloan 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 1.51( and
regulations adopted pursuant thercto; 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 ox 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 issmed 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 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.

During the previons 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; confents.

1. Before making any loan to a customer, a licensece 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. Tf the licensee intends to commence any civil action or process of alternative dispute resolntion
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 defauli, 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 plau. 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 amonnt 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 cumrent
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, Examijner in charge, Harveen Selkhon, Supervisory Examiiner,
Christopher Eccles, Attorney, Andrea Bruce, Examinet.
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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 customner’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 Tiile Loan
Total
. Amount-
- Stated Stated of Amount
Borrower’s Name Loan Number | Term | Income | Obligations | Loan(s) Over
Jeffrey Jones 12569-0102894 . | 30 day | $4,600.00 | §$2,100.00 $9,899.10 | §7,399.10
Lori Wigner 12569-0107659 30 day | $946.00 | $200.00 $1,427.28 | $681.28
Sherrd Doyle 12569-0118011 30 day | $5,000.00 | §3,000.00 $3,359.70 | $1,359.70

Management’s response: Ms. Sarah C. Poff, Director of Compliance, stated that a vesponse 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 or accept a guarantortoa transaction entered into with a customer.

NRS 604A.105 “Title loan™ defined.

1. “Tjtle 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 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 stallments;

(b) The payments are calcilated 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 offexing 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, 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™).

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 Agrecment. 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 lowet payments. But, in fact, under the Amended Agreement, the
total amount owed by the customer is moxe 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 deferting your payments under the Title Loan Agreement, you
acknowledge and agree that all of the lerms 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 effeet.”

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 prineipal. 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:

REFPORT OF EXAMINATION

£ l“‘?’:‘{?‘

4,% STATE OF NEVADA
7

DEPARTMENT OF BUSINESS AND INDUSTRY

FIMANCIAL INSTITUTIONS DIVISION . APP O 1 3 8 9 5

ROA 09828800011

v

B Lon
T




EXAMINATION COMMENTS AND CONCLUSIONS

LOAN NUMBER TOTAL AMOUNT TO | TOTAL AMOUNT TO | OVERAGE
BE PAID UNDER{BE PAID UNDIER
ORIGINAL LOAN | “AMENDED” LOAN
AGREEMENT AGREEMENT
12569-0118519 $4,539.89 $5,552.58 $1,012.69
12569-0117011 $6,468.15 $7,646.85 $1,178.70
12569-0119299 $1,505.50 $1,852.64 $347.14

Titlemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customers who enter into the
Amended Agreeinent 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.

Managemeént’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.

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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" THISREPORTIS STRICTLY CONFIDENTIAL
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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. : o 3
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: TifleMax located at 3365 E. Flamingo Rd.
Ste. 1 Las Vegas, NV 89121 commenced on August 16, 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 complcte 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,
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
Equal Credit Opportunity Act (Regulation B).

Annual Report .
The annual report of operations is due to the Finaneial 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
areds of concern were noted.

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

process includes:

o Loan application form
s Income and obligations
Government issued photo identification

¢ Valid phone number

» 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 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 offéred 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 js not subject to any extension; and

(d) The loan does not require a batloon 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 Bxtend> 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 amorfized 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 agrcement 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

IFDCPA
TitleMax employees are required to be certified on an anoually basis. All collection employees are

required a minimun score of 80% 1o 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 2 timely manner.

Total Sample Size
{As of Exam Date | Augnst 31, 2014 J
Population Sample Size . Penetration

LOAN TYPES: )

Active Loans £55 10 6.45%
Delinguent Loans 46 4 8.70%
Closed Loans 21 4 19.05%
Declined Loans 2 2 100.00%
Total Loans = 224 20 8.93%

Al of the loan samples were chosen randomly by the examiner. As of the examination date, fhe 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 wheo makes title loans shall not:

2. Make a title loan without regard to the ability of the cnstomer 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 Ioans 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: Miscellapeous 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 apreement 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. “Tjtle to a vehicle” or “itle” means 2
certificate of title or owmership 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 fhe loan files reviewed showed co-bomrowers 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 Writtefl 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
icensee 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 scetion must be:

(a) Translated by an interpreter who is:

(1) Certified by the Court Administiator 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 jn 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 cxamination, the licensee did not provide a copy of the Certified Court Interpreter in
the State of Nevada. During the current examination the licensce 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 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 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 rectified.

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

1. Before making any loan to a customer, a licensee shall provide to the custoiner a wriften 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. 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 defanlt, or not later than 5 days after a check is
pot paid upon presentment or an clectronic 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 cwrent 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 ratc and finance charge.

2. For the purposcs 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 rectifted.

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
represcnted by Christian Yanez, Examiner in charge, Harveen Sekhon, 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
ability to repay loan. A licensee who make
2. Make a title loan without regar
repay the title loan, including the customer

employment.

licensee regarding amonnt of loan and customer’s
s title loans shall not:

d to the ability of the customer seeking the title loan to
>s current and expected income, obligations and

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 Lozn Number Term | Imcome | Obligations | Loan(s) Over
| Elsa Gomez de Casiro 12669-0101941 30 day | $1,600.00 | $400.00 $3,321.70 | $2,121.70
Socorro Acevedo 12669-0107297 30 day | $2,465.00 | $1,500.00 $2,282.40 | $1,317.40
Julie Pimentel 12669-0082177 30 day | $1910.00 $600.00 $3,739.66 { $2,429.66

Tammy Siegel 12669-0088817 30 day | $1350.00 | §900.00 $613.55 | $163.55

Lawrence Banks 12669-0081574 30 day | $960.00 | $400.00 $605.96 | $45.96
Ebony Archie 12669-0073872 30 day | $1.349.00 | $650.00 $1,165.30 | $466.30
Kimberly Williams 12669-0095106 30 day | $2,500.00 | 1,000.00 $1,595.86 { $595.86

Management’s response;
to the Financial Institution Division once 1

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

original terms

«Title loan” defined.
1. “Title loan” means a loan made to a customer pursuant

Ms. Saral C. Poff, Director of Compliance, stated that a response will be sent
he report of exarination is received,

to a loan agreement which, under its
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EXAMINATION COMMENTS AND CONCLUSIONS

(b) Requires the customer to secure the oan by either:
(1) Giving possession of the title to a vehicle legally owned by the customer to the licensece ox 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 Jaws 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.

FEDERAL

No violations of Federal laws were noted during the cxamination. 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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CHAPTER 604A
REPORT OF EXAMINATION

* TITLEMAX OF NEVADA, INC.
DBA: TITLEMAX
6820 W. FLAMINGO RD.STEF & G
. LAS VEGAS,NV 89103 -
. WWW.TITLEMAX.COM"

“Examiner In Charge: Z Chrisfiaql__Y_anéz._.{.‘_-\._f:“ o ,L-Examined as of: _August 31,2014
‘ Examination Started: T Awgust 6,2014. 0 - | Examination Closed: | December 18, 2014
Total Exam Hours: f Examination Number: | 65325

I'HIS REPORT IS STRICTLY CONFID
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 exanitief by the ditectors, officers, and employees, and on
information obtained from other sources believed to: be 1] ible 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 repace nor relieve the principals of
their responsibility for performing or providing for adequate audits of the business.

This copy of the report is the propeity of the Department of Business and Industry of the State of Nevada,
and is furnished to the licensee for its confidential use. Under no circamstances shall the licensee, or any
of its directors, officers, or employees: sclosé: inl Aty Manmer the report or any portion thereof fo any
person or orginization not.o nijected with the licensee as officer, director, attomey, or auditor -
unless otlierwise directed. ’.Silmﬂci;aﬂy 1j’e-""g5§1}15g@c_r§§jsf document be served calling for the surrender of this
report or any portion thereof, the Commissioner of the Finaneial Institutions Division shall be netified
immediately. e e ' :

Each principal has the iesponsibilify to review the Cbﬁfents of this report. '
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The anmual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 6820 W. Flamingo Rd.
Ste. F & G., Las Vegas, NV 89103 commenced on August 6, 2014, This business location currently holds
a Nevada Revised Stafutes (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 loan which allows the customer to make installment payments.

TitleMax cwrrently 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 requircment, 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 Opporiunity Act (Regulation B). '

Annual Report

The annual report of operations is due to the Financial Institutions Division by Aprl 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 1s 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 mtemal 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

» Govemnment issued photo identification
s Valid phone number

¢ Title of the vehicle

o 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 currenily 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 prace period agreement and
putting it in customer’s files. The employees arc also encouraging the customers to enter into this grace
period agreement. The employees are provided the following statement to read to cusfomers:
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EXAMINATION COMMENTS AND CON CLUSIONS

“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 cai 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 & 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 agreeinent 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 overseemg
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 Instifutions 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 604A.200.

Collection Agency Utilized by the Licensee

As of the examination date, the licensee does not utilize the services of a thixd 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 databasc 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 16, 2013 ]
- Population Sample Size Penetration

LOAN TYPES: ‘

Active Loans 402 11 2.74%
Delinquent Loans 92 5 5.43%
Closed Loans i0 5 50.00%
Declined Loans 2 2 100.00%
Total Loans = 506 23 4.55%

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: Prokibited 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
fifle 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 Prokibited 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 2
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 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 inelude, without limitation, the following information:

c) 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 Jicensee did not indicate on the extension receipts the effective date
of the extension. This violation occurred on the 30 day title loavs. 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 translaied 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 2 customer in this State,

2. Except as otherwise provided in NRS 604A.620, those records must be majntained at a plaee 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, wriiten or electronic record or other documentthat
concerns each Joan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records must be majntained 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 fo 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 plan _

9. If the licensce intends to commence any civil action or process of alternative dispute resolution
or repossess a vehicle in an effort to collect a defaulied loan, the licensee shall deliver to the
customer, nof 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 elecironic transfer 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 Jicensee 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. Dwring 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 Newmar, 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:
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 Joans 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

Cindy Cabrera 10869-0115241 120 day | $1,884.00 | $1,300.00 $744.89 | $160.89
Susan Pineda 10869-0088033 30 day § $2,000.00 $500.00 $5,599.50 $4,099.50

| David Martinez 10869-0102564 30 day | $1,400.00 | $700.00 $1,193.30 | $493.30

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

REPEAT VIOLATION

NAC 604A.230 Prohibited aéts: Miscellaneous acts.

1. A licensee shall not:
(a) Require or accept a guarantox 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 laws of this State that identifies the legal
owner of a vehicle oxr 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 fitle; 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 scveral files where the co-horrower was not in the
vehicle title. In some instances the co-borrower had a different address and different last name.

Managenent’s response: Ms. Savah C. Poff, Director of Complignce, 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 compliznce examination relative to Federal statuies.

SUMMARY

Each licensee, upon completion of an examination, is rated “Satisfactory,” *“Needs Improvement,” or
“(nsatisfactory,” 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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CHAPTER 604A
REPORT OF EXAMINATION

TITLEMAX OF NEVADA, INC. - '

DBA: TITLEMAX s
3525 S. FORT APACHE RD. STE. 160" -
LAS VEGAS, NV 89147 o
WWW.TITLEMAX.COM
“Examiner In Charge: | Christian Yanez ' Examined as of: T August 31, 2014 _
“Examination Started: | August 6,2014 ' Examination Closed: | December 18, 2014:
| "Total Exam Hours: ;| 11.00 _ Examination Number: | 65322 - LTS A

snngnnssmc'rmcowmnmm :

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 -
- comrect. It is emphasized that this report is a report of examination, and not an audit of the licerisee, 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. L
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, officéts; or employees disclose it afty manncr the report or any portion theréef to any ;.
persot: O OFpanizati . iot officially comnecied with the licensee as officer, director, attorney, or auditor -
ymless othierwise diregted. -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. _ ‘ o : R

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

State of Nevada™ -
Department of Biisiness agd ludustey, Financial Institutions Division
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION
The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 3525 S. Fort Apache Rd

Ste. 160., Las Vegas, NV 89147 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 licensce 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 stares 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 Jocations 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 Febrary 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:

e Loan application form

+ Income and obligations

» Government issued photo identification

Valid phone number

Title of the vehicle

» Proof of insurance

¢ Cumrent 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 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 licensce also implemented “Grace Perjod Payments Deferment Agreement.” During the onsite
visitations of store locations it was observed employees are pre-printing this grace period agreement and
puifing 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 unti] 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 Petiod 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 cotrses on-Jine and as needed. The Compliance Departmient has the responsibility of overseeing,
that all training materials are up to date with any industry changes and demands. L

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

FDCPA
TitleMax employees are required to be certified on an amnually 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 a timely manner. ’

Total Sample Size
[As of Exam Date | August 16,2013 |
Population ___Sample Size Penetration
LOAN TYPES: ' -
Active Loans 721 10 1.39%
Delinquent Loans 294§ 6 2.04%
Closed Loans - 25 4 16.00%
Declined Loans 5 5 100.00%
Fotal Loans = 1045 25 2.39%

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 licensce 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 tefer to the current violation section for more
details.

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

NRS 604A.105 “Title loan” defined.

1. “Title loan” means a loan made fo 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 an-y
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 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 anothier 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 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 wader 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 fitle 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 teast 3 years the
original or a copy of each account, book, paper, written or electronic record or other document that
concerns each Joan or other transaction involving a customer in this State.

2. Except as otherwise provided in NRS 604A.620, those records mmst 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 licensée 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
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 writien 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. 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 delivexr to the
customer, not later than 15 days after tlre date of default, or not later than 5 days after a check is
not paid upen presentment or an electronic transfer of money fails, whichever is later, written
notice of the epportunity 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 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 acis 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 itemizgd 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
Stated Stated - Amount Amount
Borrower’s Name Loan Number | Term | Income | Obligations | of Loan(s) Over
Sunnie Dickson 11569-0103988 | 30 day | $500.00 $0.00 $2,806.96 | $2,306.96
Siane Coley 11569-0083985 | 30 day | $12,000.00 { $4,500.00 $11,022.10 | $3,522.10 |

Management’s vesponse: 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 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.
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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 isswed 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-borrawer (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 Lad a different address and different last name.

Management’s response: Ms. Savah 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 2nd fully amortize the entire amount of prineipal and
interest payable on the loan;

(c) The loan is not subject to anmy 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 fecs or additional interest on the ontstanding 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 Agrecment. 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 issucd the below marketing statement with the instruction that employees should
encourage customers to enter into the Amended Agreement. The marketing statement provides:

“Your contract stafes 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 Agreeinent p:rovides:'

* “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

LOAN NUMBER TOTAL AMOUNT TO { TOTAL AMOUNT TO | OVERAGE
BE PAID UNDER|BE PAID UNDER
ORJGINAL LOAN | “AMENDED” LOAN
AGREEMENT" AGREEMENT
11569-0117132 $1,609.84 $1,903.23 $293.39
11569-0119297 $4,539.89 $5,552.58 $1,012.69
11569-0119646 $1,784.11 $2,189.30 $405.19
11569-0119874 $5,920.69 $7,213.48 $1,292.79

Titlemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customers who enter into the
Amended Agreement owe more money compated 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, 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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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual cxamination of TitleMax of Nevada, Inc. DBA: TitleMax located at 5060 S. Fort Apache Rd.,
Ste. 140 Las Vegas, NV 89147 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 TifleMax 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.

TitfleMax 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 Joans, 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 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).

Ananal Report
The annual report of operations is due to the Financial Institutions Division by April 15th each year. The
armual 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]l 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

Income and obligations

Government issued photo identification

Valid phone number

Title of the vehicle

Proof of insurance

Current registration

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

During the previous examination the licensee was offering 30 day title loans. On Jannary 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 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 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 2 minimum payment of
<Mipimum Payment to Extend> during this time. Any principal left at the end of the ferm 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 p incipal. 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 NRS3 604A license is displayed conspicuously by the
licensee which is in compliance with NRS 604A.635 and NAC 604 A.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 exarnination 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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FDCPA
TitleMax employees are required to be certified on an anmually 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 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 a timely manner.

Total Sample Size
[As of Exam Date | August 31,2014 -

Population - Sample Size . Penetration
LOAN TYPES: .
Active Loang 41 10 24.39%
Delinquent Lozns 30 5 16.67%
Closed Loans 10 4 40.00%
Declined Loans 1 - 1 100.00%
Total Loans = 82 ) 20  24.39%

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 not:

3. 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 underwﬂtiné title loans in excess of the
customer’s disclosed income and obligations. There was 10 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 trans action 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 customey to secure the loan by either:;

(1) Giving possession of the title to a vehicle legally owned by the customer to the licenseé 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.

Duting the previons 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 (he
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 nasme 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 fitle 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 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 Conrt Administrator in accordance with the provisions of NRS 1.510 and
regulations adopted pursnant 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 ox electronic record or other document that
concerns each loan or other transaction involving a customer in this State.

2. Exeept 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 examinaﬁoﬂ, 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 recoxrds.

1. FExcept as otherwise provided in NRS 604A.700, a 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 licensee was unable to provide all the records requested by the
examiner in charge. During the current examina ion 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 Ticensee 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 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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NRS 604A.475 Repayment plan

2. If the licensee intends to commence any civil action or process of alternative dispute reselution
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 clectronic 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 licensee had a repayment plan offer in English and the receipt was
issued in Spanish. During the curent 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. 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
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:
2. Male 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 underwritfen in excess of the customer’s disclosed income and
obligations, therefore, there was no regard given to the custorner’s ability to repay the loan:

No Regard to Customer’s Ability to Repay the Title Loan

Total
. Stated Stated Amount | Amount
Borrower’s Name Loan Number Term | Income | Obligations | of Loan(s} Over
Dawn Rierson 13869-0098157 | 30day | $1,200.00 | $800.00 $2,282.40 | $1,882.40
Edward Chan 13869-0116090 | 210 day | $2,000.00 | $500.00 *$2.053.36 | $553.36

* Amount off installment payment

Marnagement’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:
(3) 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
(h) 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.
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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. In some instances the co-borrower had a different address and different last name.

Management’s respouse: 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.

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 am 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 Joan agreement that violates NRS 604A.445 (3) and NRS 604A.210.

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

Regarding the marketing of the Amended Agreement by store employees, onsite store visits showed that
employees routinely encourage customers fo 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 <Amottized 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 costomer is more than the total amount owed under the original loan agreement,
as finther detailed below.

The text of the Amended Agreement provides:

“Because this is only an amendment and modification of the loan agreement in Wwhich we
are only modifying and deferring your payments under the Title Loan Apreement, 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.44503).

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 Agrecment, 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 maore 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
13869-0114073 $4,476.94 $5,246.29 $769.35
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EXAMINATION COMMENTS AND CONCLUSIONS

Tiflemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customers who enter info 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 vesponse: 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 achicve and maintain such compliance. The rating of the licensee
at this examination is “Needs Improvement.”

A rating of “Needs Imprevement” indicates that the licensee and the management of the licensee have
demonstrated less than satisfactory compliance, or instances and situalions 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 deficiencics
noted in the report made by the examiner pursuant to statc and federal laws and regnlations.
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The annual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 6525 S. Fort Apache Rd
Ste 110., Las Vegas, NV 89148 commenced on August 16, 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 sousrce 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: activc loans, paid-off loans, delinguent 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
anmual 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:

e Loan application form
o Income and obligations
Government issued photo identification

» Valid phone number

o Title of the vehicle

e 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 fitle 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 corrent examination is was discovered that TitleMax stopped offering the
10 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 daysif:

(a) The loan provides for payments in installments;

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

(¢) The loan is not subject o 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 employecs 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 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

FDCPA
TifleMax 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,

7014 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 347 10 2.88%
Delinquent Loans 132 5 31.79%
Closed Loans 10 5 50.00%
Declined Loans 2 1 50.00%
Total Loans = 491 21 4.28%

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:

3. Make a title loan without regard to the ability of the castomer 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 to the current violation section for more
details.

NAC 604A.230 Prohibited acts: Miscellaneous acts.
1. Alicensee shall not:
(a) Require or accept a gnarantor to a trans action 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, nnder 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 docuument jssued pursuant to the laws of aunother 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
cutrent 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 schedunle 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
regmiations 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 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 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 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 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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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 te collect a defanlted loan, the licensee shall deliver to the
customer, ot 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:

(2) 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 mmst 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 Seckhon, 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:
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) | Over
Jonathan Medina 11469-0110532 30 day | $764.00 | $0.00 $1,129.90 | $365.90

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

A e e et

NAC 604A.230 Prohibited acts: Miscellanteous acts.

1. Alicensee 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 fo secure the loan by either:

(1) Giving possession of the title to a vehicle legally owned by the customer to the licensee ox amy
agent, affiliate or subsidiary of the licensee.
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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 similay 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
1o 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) Tlie payments are calculated to ratably and fully amortize the entire amount of prineipal 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 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
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EXAMINATION COMMENTS AND CONCLUSIONS

trained to encourage customers to parficipate 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 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 tenm 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 firther 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 UNDER
ORIGINAL LOAN | “AMENDED” LOAN
AGREEMENT AGREEMENT
| 11469-0116184 $3,164.55 $3.818.60 | $654.05
11469-0118965 $1,819.80 $2,233.10 $413.30
11469-0110714 $9,682.37 $11,535.85 $1,853.48
11469-0116006 $2,156.04 $2,548.95 $392.91
11469-0119264 $367.21 $451.86 $84.65
11469-0117999 $1,819.80 2,233.10 15413.30

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 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 Jaws 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 15 Bull St. Ste. 200
Savannah GA, 31401 commenced on August 6, 2014. This business location curently holds a Nevada
Revised Statutes (NRS) Chapter 604A license issied 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 TitleMax store located at 15 Bull St. Ste. 200 Savannah GA, 31401 did not have any loans during the
examination period and has not started underwriting loans.

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
This is the initia] examination for this TitleMax location. This location did not have any loans during the

examination period.

Training
This is the initial examination for this TitleMax location. This location did not have any loans during the
examination period.

Display of License, Notices, and Disclosures
This is the initial examination for this TitleMax location. This location did not have any loans during the

examination period.

Record Retention :
This is the initial examination for this TitleMax location. This location did not have any loans during the

examination period.

Collection Agency Utilized by the Licensee
This is the initial examination for this TitleMax location. This location did not have any loans during the

examination period.

FDCPA
This is the initial examination for this TitleMax location. This location did not have any loans during the

examination period.

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
This is the initial examination for this TitleMax location. No complaints were found.
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EXAMINATION COMMENTS AND CONCLUSIONS

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

LOAN TYPES: ) .
Active Loans 0.00%
Delinguent Loans 0.00%
Closed Loans 0.00%
Declined Loang 0.00%
Total Losns = 9 Y 0.00%

This is the initial examination for this TitleMax location. This location did not have any loans during the.
examination pesiod. ’

PREVIOUS VIOLATIONS OF STATUTES AND REGULATIONS
This is the initial examination for fhis TitleMax location. There were no previous violations cited for this
location.

EXIT MEETING

The exit meeting was held telephonically on December 18, 2014. The licensee was represented by Carrie
E. Carhone, 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.

CURRENT VIOLATIONS OF APPLICABLE STATUTES AND REGULATIONS

STATE

This is the initial examination for this TifleMax location. No violations of applicable Nevada Revised
Statutes and/or the Nevada Administrative Code were observed during the scope of this 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.
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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 “Satisfactory.”

A rating of “Satisfactory” indicates that the licensee and the managemeni of the licensee have
demonstrated substantial compliance with applicable laws and regulations and that any deficiencies noted
in the report made by the examiner pursuant to state and federal laws and regulations can be corrected by
the licensee with a minimum of regulatory supervision. A rating of “Satisfactory” may be given if there is
more than one minor violation or deficiency, but only if the licensee and management fake immediate
action towards correcting the violations or deficiencies and the action taken by the licensee is likely to

prevent future violations or deficiencies.
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information obtained from other sources believed to be. reliable and presumed by the examiner to be
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EXAMINATION COMMENTS AND CONCLUSIONS

INTRODUCTION

The anmual examination of TitleMax of Nevada, Inc. DBA: TitleMax located at 1210 N. Boulder Hwy
Bidg. C Henderson, NV 89011 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 statuies 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 revicwed by the call center and the castomer 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 aeview of the following: active loans, paid-off loans, delinguent 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
Egqual 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 gccordance
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 Indenmity 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 Teviews 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

e Valid phone number

s Title of the vehicle

¢ Proof of insurance

o 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 4 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 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 licensce 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 arc also encouraging the customers to enter into this grace
period agreement. The employces 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 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 mumber 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

FDCPA
TitleMax employeces 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. TitleMax
responded to the complaints in a timely manner. :

Total Sample Size
[As of Exam Date | August 31; 2014 |

- Population Sample Size Penefration .
LOAN TYPES: _ ]
Active Loans 431 o & 13.05%
Delinguent Loans 24 12 50.00%
Closed Loans 10 S| 50.00%
Declined Loans 1 H o 100.00%
Total Loans = 13 24 30.77%

All of the loan samples werc chosen randomly by the examiner. As of the examination date, the licensee
had:

REPORT OF EXAMINATION

STATE OF NEVADA
DEPARTMENT OF BUSINESS AND INDUSTRY

FINANCIAL INSTITUTIONS DIVISFON APP O 1 3 9 6 9
ROA 0929200005




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 not: o

" 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 tramsaction entered into with a enstomer.

NRS 604A.105 “Title loan” defined.

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

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

(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 fo 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. Theloan 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 imcluded 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 fitle 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 langunage other than English.

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

(a) Translated by an interpreter who is:

(1) Certified by the Court Administrator ia 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 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 viclation is deemed rectified.
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EXAMINATION COMMENTS AND CONCLUSIONS

NRS 604A.475 Repayment plan

2. If the licensee intends to conmence any civil action or proccss of altcrnative dispute resolution
or repossess a vehicle in an effort to collect a defaulted loan, the licensee shall deliver to the
cnstomer, 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 umder federal law; calenlation 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 mnst be made in accordance with the Truth in Lending Act and
Regulation Z. )

During the previous examination the license¢ 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 Institufions Division was
represented by Christian Yanez, Examiner in charge, Harveen Sekhon, Supervisory Examiner,
Christopher Eccles, Attorney, Andrea Bruce, Exanuner.
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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 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.

The title loans itemized below were underwﬁtten 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 Cusiomer’s Ability to Repay the Title Loan
Total
Amount

, ' Stated Stated of Amount

Borrower’s Name ' | Loan Number Term | Income | Obligations | Loan(s) Over
Marcus Lee 14369-0105236 30 day | $1,200.00 | $500.00 1 $1,193.30 | $493.30
Charles Davidson 14369-0102670 30 day | $2,000.00 | $1,500.00 $3,321.70 | $2,821.70
Richard Johnson | 14360-0104421 30 day | $2,800.00 $2,000.00 $1,544.27 | §744.27
Donald Biakeley 14369-0106888 30 day | $2,500.00 | $500.00 - 1$2,922.95 | $922.95
Lorraine Holi 14369-0108988 30 day | $2,000.00 | $1,300.00 $2,339.80 | $1,639.80
Matthew Sarmiento 14369-0101175 30 day | $1,800.00 | $1,000.00 $2,383.40 | $1,583.40

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.23¢ Prohibited acts: Miscellaneous acts.
1. A lcensee shall not:
(2) 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

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

REPORT OF EXAMINATION

W, STATEOF NEVADA
% i DEPARTMENT OF BUSINESS AND INDUSTRY

| FINANCIAL MSTITmléNiDIVISloN APP O 1 3 9 7 3

ROA D%29600009




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 ox subsidiary of the Jicensee.

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. 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 and fully amortize the entire amount of principal and
interest payable on the loan;

() The loan is not sabject 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 prace 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 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”).

REPORT OF EXAMINATION

% STATE OF NEVADA
¥ DEPARTMENT OF BUSINESS AND INDUSTRY

293 FINANCIAL INSTITUTIONS DIVISION A l [ O 1 3 9 7 4

ROA 00408y 00010




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 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
pringipal 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 téxt 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

TOTAL AMOUNT TO

LOAN NUMBER TOTAL AMOUNT TO | OVERAGE
BE PAID UNDER|BE PAID UNDER
ORIGINAL LOAN { “AMENDED” LOAN
AGREEMENT AGREEMENT
14369-0118950 $5,079.66 $6,188.83 $1,109.17
14369-0122640 $1,819.80 $2,233.10 $413.30
14369-0116242 $6,227.00 $5,340.65 $886.35

Titlemax must comply with NRS 604A.445 (3) and NRS 604A.210. Customers who enter mto 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. Savah 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 fill 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 16 W. Horizon Ridge
Pkwy., Ste. 160 Henderson, NV 89012 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 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 stoxes to complete the
loan process.

The licensee cutrently 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 0¥ EXAMINATION

The primary purpose of the examination was to determine compliance with NRS 604A and NAC 604A.
Thé 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 repori 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. 1t 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 concem 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

o Income and obligations

¢ Government issued photo identification

+ Valid phone number

+ Title of the vehicle

¢ Proof of insurance

e 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 TifleMax 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:

(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;

(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 employces 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 convemience, 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
6044.445(3).

Training

TitleMax provides training upon hire and annually thereafter. All ernployees 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 mumber 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 cxamination date, the licensee does not utilize the services of a third party collection agency.
The intemnal 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
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.
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REPORT OF EXAMINATION

TITLEMAX OF NEVADA, INC.
DBA: TITLEMAX. -
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WWW.TITLEMAX.COM®

- ‘_: ‘. Eﬁamiﬁér In Charge: Christian Yanez : Eﬁian;;;;léd aé'of: » August 31, 2014

.} Examination Started: T August6,2014  Examination Closed: " | December 18, 2014
" FTotal Exam Hours: __| 11.00 “Fxaminatiop Number: | 65330 .

. THISREPORT IS.éTBICTL?:€CONFiBEﬁT 2

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.
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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.

REPORT OF EXAMINATION

STATE OF NEVADA
DEFARTMENT OF BUSINESS AND INDUSTRY

FINANCIAL INSTITUTIONS DIVISION APP O 1 3 9 9 6

ROA GO8349 oooos




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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Department of Bysiness and Industry, Financial Institutions Division
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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:

-

REPORT OF EXAMINATION

STATE OF NEVADA
DEPARTMENT OF BUSINESS AND INDUSTRY

FINANCIAL INSTITUTIONS DIVISION APP O 1 4 O O 6

ROA 098322900003




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

STATE OF NEVADA
DEPARTMENT OF BUSINESS AND INDUSTRY
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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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EXAMINATION COMMENTS AND CONCLUSIONS

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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EXAMINATION COMMENTS AND CONCLUSIONS

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.
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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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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 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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EXAMINATION COMMENTS AND CONCLUSIONS

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%
Tetal 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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