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State of New Hampshire Banking Department

In re the Matter of: Case No.: 05-071.

Order to Show Cause for License
Revecation

State of New Hampshire'Banking
Dapartment,

Petitioner,

Financial Resources & Assistance of .
the Lakes Region Inc. and Scott
Farah,

)

)

)

)

)

)

)

}

and )
}

)

)

)

)

)

)

Respondent

NOTICE QF ORDER

This Order commences an adjudicative proceeding under the provisions of

RSA 541-A:31, RSA 397-A, and BAN 204.03.

LEGAL AUTHORITY and JURISDICTION
Pursuant to RSA 397—A:l7, the Commissioner of the New Hampshire Banking
Department (hereinafter “the Department”) may issue an Order to Show Cause
why a license should not be revoked. RSA 3397-RA:;17 ‘states that the
Department may issue such Order for good cause shown. Further, RSA 397-A:21
states that the Commissioner nay impose administrative fines not to éxceed
$2,500 per violétidn forlkndwingly or negligently vioclating this chapter..

NOTICE OF RIGHT TO REQUEST A HEARING

The above named respondent has the right to_rquest a hearing on this
Order to Show Cause, as well as the right to be represlented by éounsel. Any
such request for g hearing shall be in writing, and signed by the respondent
or by the duly authorized agent of the abofre named respondent,‘ and shall be

delivered either by'hand or certified mail, return receipt request, to the
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Banking Department, State of New Hampshire, 64B 0ld Suncock Road, Concord, NH

03301.
If respondent fails to request a hearing or respond to the shkow cause
order within 30 calendar days of receipt of this order, respondent shall be

deemed in default, and the penalties requested will be imposed.

STATEMENT OF ALLEGATIONS, APPLICABLE LAWS AND REQUEST FOR RELIEF

The Staff Petition dated December 16,'2005 (a copy of which is attached

hereto} are incorporated by reference hefeto.
ORDER

WHEREAS, finding it necessary and’ approprlate and in the publlC
interest,,and consistent with the 1ntent and purposes of the New Hampshire
banking laws, and

WHEREAS, finding that the allegations contajined in the Staff Petition,
if proved true and correct, form the legal easis of the relief requested,

It is hereby ORDERED, that: |

| 1. The Respondent show caﬁse why its license should not be

revoked;

2. The Respondent show cause why fines in the amount of
$17,000.00 in accordance ‘with the above referenced staff
petltlon should not be 1mposed and

3. Failure to request a hearing within 30 days of‘the date of
receipt of this.Order shall result in a default judgmenf beiné
rendered and administrative penalties being imposed upon the

defaulting Respondent.

SIGNED,

Dated: 13[) 5

ROBERT A. FLEURY
DEPUTY BANK CO
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CERTIFICATE QF SERVICE

I certify that a true and correct copy of the foregoing ORDER TO SHOW
CAUSE, Docket No. 05-071, has been sent via certified mail on December ,
2005 to MR SCOTT FARAH, PRESIDENT, FINANCIAL RESQURCES & ASSISTANCE OF THE
LAK INC. PO BOX 1158, MEREDITH NH 03253.
| 1lpolos”

= T

Date'

rea J. Shdy
Staff Attorney
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‘State of New Hampshire Banking

State of New Hampshire Banking Department

In re the Matter of: Case Ne.: 05-071

Order to Show Cause for License
Revoation

Departmant,

Petitioner,

Financial Resources & Assistance of
the Lakes Region Inc. and Scott
Farah,

)

)

)

)

)

)

)

)

and )
' <)
)

)

)

)

)

)

Raspondent

. STATEMENT OF ALLEGATIONS
I. The staff of the Banking Department, State of New Hampshire (hereinafter

referred to as the "Depaftment”} alleges the following facts:
Background. | '
1. The Respondent, Financial Resources & Assistance of the Lakes Reglon
Inc. and Scott Farah (herein after “"FRA”) is licensed as a first
mortgage banker and second mertgage home loan lender and a small
loan lender since at least 1997 through present “As provided in New
Hampshire Banking Laws, the Respondent must comply with all
applicable state'and federal laws and regulations.
2. FRA is a New Hampshire corporation with its pr1n01pal office or
place of business at 15 Northview Drive, Meredith, NH 03253.
3. . Scott Farah is pPresident of said corporation.
Count 1 - Failure to implément'a program to safeguard consumers’ sensitive
finaneial information;
4. The Department re-qlleges all prior paragraphs in this staff
petition. | '
5. FRA, a mortgage company, is a “finanecial institution” as that term

is defined in Section 509(3} (A} of the Gramm-Leach~Bliley Act
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Count

Count

10,

il.

12,

13.

14,

(GLBA), and is therefore subject to the reguirements of the
Safeguards Rule and the Privacy Rule,

The acts and practices of respondent alleged in this complaint have
been in or affecting commerce, as “commerce” is define in Sectlon 4
of the FTC Act, 15 U.5.C. 44,

The Department conducted a regularly scheduled examinatiocn of the
Respondent on or about October 11, 2004.

Through lcan officers FRA accepts copies of documentation providing
sensitive personal information (such as socigl security nunbers,
credit reports etc) in order to assist the consumer in obtaining
mortgage financing.

The examiner conducted an oral interview with Scott Farah, pre51dent
of FRA, regarding his pollc1es and procedures for
handllng/destructlon of documentation containing sensitive consumer
information in compliance with the Gramm-Leach-Bliley Act and
accompanying Federal Trade Commission ("FTC"”) rules,

Mr. Farah 1nf0rmed the examiner’ that - the process for disposing of
documents contalnlng sen51t1ve lnformatlon was to shred said
documents. The shredding was specifically assigned to two
designated employees who were to shred documents at a shredding
machine located at the Respondent’s locatien.

The examlner received verbal permission from Mr. Farah to remove two
garbage bags from the dumpster outside the office to spot check for
compliance with the verbal procedure. ’

Upon review of the trash bags numerous documents containing
‘sensitive consumer information {such as credit reports, loan
applications {1003 forms), etc) were found in tact and were not
shred as previously indicated. See Exhibits 1 - X.

- Failure to have a written safeguard plan.

The Department re-alleges all prior paragraphs in this staff
petltlon '

Mr. Farah informed the examiner that FRA did not have & written

privacy policy.

ITI - Failure to facilitate an examinatien

15.

16.

The Department re-alleges all prior paragraphs in this staff
petition,
The examiner discovered a letter from one of FRA"s Lenders (First

Franklin) on a file brokered by FRA claiming that the bodrrower’s
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income was misrepresented, and mandated that FRA buy the loan back
or pay it off with in 20 days.

17.The examiner requested FRA provide a complete expianation of the.
circumstances surrounding its handling of the response to and

ultimate resolution of the alleged misrepresentation to the lender,

18. FRA failed to .provide the examiner with the requested information.

II. The staff of the Banking Department, State of MNew Hémpshire‘élleges the
following issues of law:

1. The Banking Department ("Department”), has jurisdiction to issue an
order to show cause for violating NH law pursuant to NH RSA 397 ~A:17
and RSR 397-A:21 respectively.

2. The Safeguard Rule, which was promulgated by the FTC on May 23, 2002

' became'effective on Mey 23, 2003. The rule implements section 501 (b)
of the GLB Act. ' | -

3. 16 C.F.R., 314 (the Safeguard Rule} requires financial institutions te
protect the security, confldentlallty, and 1ntegr1ty of consumer
infermation by developing a comprehensive written lnformatlon securlty
proegram that contalns reasonable administrative, technical and physical
safeguards. ' |

4. FRA violated the Safeguard Rule because they failed to actually

~ implement their plan (by falllng to shred documents) .,

5. A viclation of the Safeguards Rule constltutlons an unfair or deceptlve
act or practice in violation of Section S(a){l of the FTC act,

6. The GLE Act further requires that the Safeguard program be in writing,
See 16 CFR 314.3, ' :

7. Violations of the FTC Aet and Safeguard Rules are violations'of New
Hampshire Revised Statute Annotated Chapter 397-A (See RSA 397-A:2
III). .

8. RSA 397-A:12 provides that licensees shall rake freely available to the
'commissioner or his ekaminers, the accounts, recorde, documents,‘files,
information, assets, and matters in their possession or control '
relating to the subject of the examination and shall facilitate the
examination. Failure to prov1de or respend to an examiner's request

for information pertaining to the First Franklin letter is a violation

of the Chapter
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-follow1ng action:

9. The above acts are sufficient to constitute “good cause shown” under
RSA 397-A:17 to reveke FRA's mortgage lending licenses in. New

Hampshlre .
10. Revocation of said licenses is in the public interest as FRA and Mr.

Farah have illustrated a willingness to forgo the laws and rules of the

State of New Hampshire whenever they see fit.

RELIEF REQUESTED

The staff of the Banking Department requests the Commissioner take the

1. Find as fact the allegations contained in section I of the Statement of]
Allegations of this petition; ‘ ‘

2. Make conclusions of law relative to the ailegations cbntained'in section
11 of the Statement of Allegations of this petition;

3. Assess flnes and administrative penalties in accordance RSA 397-4:21, for
v1olat10ns of the New Hampshire Banklng Laws, in the number and amount
equal to the violations set forth in section IT of the Statementr Of]
Allegatioﬁs of this petition; and _ o .

4. Take such other administrative and legal actions as. are necessary fon
enforcement of the New Hampshlre Banking laws, the protectlon of New

Hampshire citizens, and to provide other equitablelxelief.

RIGHT TO AMEND o

The Department resefveé the right to amend this Petitioﬁ fbr Relief and

to  request that . the Banking Department Commissioner take additicnal
administrative action. Nothing herein shéll preclude the Department fron

bringing additioral enforcement action under RSA 397-A or the regulationsg

thereunder,

Respectfully submitted by:

December 16, 2005

Andrea J. Sh - _ Date
Staff Attorney

Order to Show Cause - 4

Paragraph

Exhibit to:

Appendix A Page &Y -\\
NG



