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NOTICE OF A COMMENT PERICD ON A PROPOSED RULE

AGENCY: __West Virginia Division of Banking TITLE NUMBER:_ 106

RULE TYPE: _Legislative CITE AUTORITY W, Va. Code §31A-2-4(¢)(12)

AMENDMENT TO AN EXISTING RULE: YES_ X NO

IF YES, SERIES NUMBER OF RULE BEING AMENDED: __1

TITLE OF RULE BEING AMENDED:___ Reculations Pertaining to the West Virginia

Consumer Credit and Protection Act and the Money and Interest Article of Chapter 47

IF NO, SERIES NUMBER OF NEW RULE BEING PROPOSED:

TITLE OF RULE BEING PROPOSED:

IN LIEU OF A PUBLIC EEARING, A COMMENT PERIOD HAS BEEN ESTABLISHED
DURING WHICH ANY INTERESTED PERSON MAY SEND COMMENTS CONCERNING
THESE PROPOSED RULES. THIS COMMENT PERIOD WILL END ON 19 1996
AT 413D 0. & ONLY WRITTEN COMMENTS WILL BE ACCEPTED AND ARE TO
MAILED TO THE FOLLOWING ADDRESS:

West Vireinia Division of Banking

State Capitol Complex . THEISSUES TO BE HEARD SHALIL BE
LIMITED TO THIS PROPOSED RULE.

Buildine 3. Room 311

Charleston, West Virginia 25305-0240 ‘?ﬁ@.ﬂa‘l % ;\gﬁ&d

(Authorized Signature)

ATTACH A BRIEF SUMMARY OF YOUR PROPOSAL.




DIVISION OF BANKING
(304) 558-2294

Building #3, Room 311 e State Capitol Complex e 1800 Kanawha Blvd., East & Charleston, WV 25305-0240 e FAX; (304) 558.-0442

CONSENT TO FILE RULE

July 19, 1996

TO WHOM IT MAY CONCERN:

Title of Rule: Regulations Pertaining to the WV Consumer Credit and Protection Act
and the Money and Interest Article of Chapter Forty Seven

Title Number: 106

Series Number: 1

Pursuant to West Virginia Code §§ 5F-2-2(a) and 64-7-4(c), the undersigned hereby
consents to the filing of the foregoing rule.

Signed this Zf-—! day of , 1956,

qp

James aige I
Secretary p¥ Tax & Revenue

E.E.O/AFFIRMATIVE ACTION EMPLOYER




DIVISION OF BANKING
. (304) 558-2284
Building #3, Room 311 e State Capitol Compiex ¢ 1900 Kanawha Blvd., East @ Charleston, WV 25305-0240 e FAX: (304) 558-0442

COMMISSIONER OF BANKING
RULES PERTAINING TO THE WEST VIRGINIA
CONSUMER CREDIT AND PROTECTION ACT
AND THE MONEY AND INTEREST ARTICLE
OF CHAPTER FORTY SEVEN
106 CSR 1

Summary of Pronosed Rules |

The proposed amendments add language presently found in 106 CSR 8, as part of
an effort to conselidate all rules concerning finance charges in one place. The substantive
language of Series 8 will be placed into this rule as amended to the extent the provisions
conform to the federal Truth-in-Lending Act. The amendments also delete and amend
obsolete references to an authorizing code section and to supervised lenders, a type of
lender licensee which has been replaced by regulated consumer lenders.

The change is intended to assist persens in more readily finding and ascertaining
rules of the Commissicner of Banking pertaining to the treatment of finance charges;
conform language to the federal Truth-in-Lending Act; and update code and lender licensee

references.

E.E.O/AFFIRMATIVE ACTION EMPLOYER




DIVISION OF BANKING
(304) 558-2294

Building #3, Room 311 e State Capitol Complex e 1900 Kanawha Bivd., East e Charlaston, WV 25305-0240 e FAX: (304) 558-0442

COMMISSIONER OF BANKING
RULES PERTAINING TO THE WEST VIRGINIA
CONSUMER CREDIT AND PROTECTION ACT
AND THE MONEY AND INTEREST ARTICLE
OF CHAPTER FORTY SEVEN
106 CSR 1

Statement of Circumstances

The proposed amendment to add to this legislative rule provisions from 106 CSR §,
(which rule in conjunction with these amendments is being repealed), is being done to assist
persons in more readily finding and ascertaining rules of the Commissioner of Banking
pertaining 10 the treatment of finance charges. This consolidaticn is part of an effort to
eliminate the need for rules with duplicative, or nearly duplicative, titles. The present
fragmented rule organization can cause confusion, and result in persons errcneously
believing they have read all pertinent rules governing the calculation of finance charges

when they have not

E.E.O/AFFIRMATIVE ACTION EMPLOYER




APPENDIX B
FISCAL NOTE FOR PROPOSED RULES
Rule Title: Regulations Pertaining to the West Vireinia Consumer Credit

and Protection Act and the Money and Interest Article of Chapter
Forty-seven __ [106 CSR 1]

Type of Rule: _X Legislative Interpretive ____ Procedural
Agency: West Virginia Division of Banking
Address: State Capitol Complex

Building 3. Reom 311

Charleston, West Virginia 25305-0240

1. Effect of Proposed Rule:

ANNUAL FISCAL
YEAR

o INCREASE | DECREASE | CURRENT NEXT | THEREAFTER
ESTIMATED | 5$0 $0 $0 $0 $0
TOTAL COST
PERSONAL 0 0 0 0 o
SERVICES
CURRENT 0 0 0 0 0
EXPENSES
REPAIRS & 0 0 0 0 0
ALTERATIONS
EQUIPMENT |0 0 0 0 0
OTHER 0 0 0 0 0
2. Explanation of above estimates:

The rule merely adds language from a previous rule in order to consolidate the
rules pertaining to finance charges, and thus contains no additional costs.

3. Objectives of these rules:
To consolidate and better organize the rules of the Commissioner of Banking.

Thus assisting persons in more readily finding and ascertaining rules pertaining to the
treatment of finance charges.




Rule Title: Regulations Pertaining to the West Virginia Consumer Credit and
Protection Act and the Money and Interest Article of Chapter

Forty-seven [106 CSR 1]

4. Explanation of Overall Economic Impact of Proposed Rule.
A. Economic Impact on State Government:
None.
B. Economic Impact on Political Subdivisions; Specific Industries;

Specific Groups of Citizens:

None.

C. Economic Impact on Citizens / Public at Large:

None.

Date: w /7 /§?6
o0

Signature of Agency Head or Authorized Representative:

G Y& -




TITLE 106 S
LEGISLATIVE RULE U /9

WEST VIRGINIA DIVISION OF BANKING 34’715
é Or

SERIES 1

REGUEATIONS RULES PERTAINING TO THE WEST VIRGIbffA ;«GF Viap
CONSUMER CREDIT AND PROTECTION ACT Sra /"/4

AND THE MONEY AND INTEREST ARTICLE
OF CHAPTER FORTY SEVEN

§106-1-1. General.

1.1. Scope. - These regutrstierms rules establish
general =wles provisions lmplemenu ng and supplsmenting the
West Virginia Consumer Credit and Protection 2zct and the
Money and Interest Article, chapter forty-seven oi the West
Virginia Code._

1.2. Authority. -- W. Va. Code §531a-2~4{c)+r (12}
1.3. Filing Date. -- Eprii—S2—I552
i.4. Effective Date. -- &Apeii o4 3005

§106-1-2. Regulaticens Rules of General Applicaticn.
2.1. Zctuarizl method.

"Aotuarial methed: means the method+—defimed—hy—rutes
adepted—by—thre—commissieners of allocating payments made on a
debt between p__nc1pal or amount finaanced and loan Ifinarce
chaxrge or sales finance charge pursuant to which a pavment is
applied first teo the accumulated loan finance charge or sales
finance charge and the kalance iz zapvlied to the unpaid
priancival or unpaid amount financed.

The actuarial method under West Virginia law is a2 basic
computation of _principal X rate X time. Because West
Virginia @ law prohibits the capitalization of accrued and
unpaid finance charges, the United States Rule method 46 is
incorporated in this regulation. The United States Rule
method means that at the end 9 each payment period the
unpaild balarce of the amount financed 4m is Iincreased by the

finance charge earned during the payment period and is.

decreased by the pavment made at the end of the payment
period. If the payment 1s less than the finance charge
ezrned, the adjustment of the unpaid balance of the amount
finarnced is. postponed until the erd of the next pavment
period. Then 1f the szum of the two (Z) payments is gtill
lesg than the. total earned. finance charge for the twe (2)
rayment periocds, the adjustment of the unpald balance of the
amount Ifinanced is postponsd still another pavment period,
and so forth. T




2.2. Computation ¢f time.
(a) actuarial method computation:

(1) Three hundred sixty {five (365) day vear, actual
day basis: or -

{2) Three hundred sixty (360) day vear, thirty (30)
day month, so long as intersst computations by this methed do
not result in the interest charge exceeding three hundred
sixty five (365) days of interest in one (1) vear. (A month
is considered to be cne twelfth (1/i2) of a vear and a day to
be ore.three hundred and sixty f£ifth (1/365) of & year.

{A) Prorate actual over thirty (30) dav base

{(B) Payoffs on last day oI meonth. whether the
twenty eighth, twenty-ninth, or thirty-fifrst are same as th
thirtieth, if the installment dus date is the last day of the
month.

(b} Rule of 78 computation.

Any gensrally accepted method for. the allocation of
charges consistent with the sum of the digits method.

2.3. _ Rebating in event of prepavment.
{a) Rebating under Rules of 78:

(1) Prepeyments in full on or before the fiftesen
(15) daye following an installment due date are considered to
have been made as of such installiment due date.

Prepavments in full on or after the sixteenth dav
following an installment due date are considered to have been
made on the next succeeding installment due date.

(2) The creditor does not need to make a rebate of
less than one dollar (31.00).

(b) Rebating under actuarial method:

(1) Daily "Payofi® which is determined Dby
calculating the interest on a daily kasis, ox

{2) The "Fiftesn Day Rule” method as described in
Section 2.3(a)(l) of these =wegulatiens rules, applies to

precomputed credit transactions.




(3) A creditor may compute & rebate on the
assumption that all payments were made as scheduled, or as
deferred, 1f deferred.: : : -

(4 A creditor i1s not regquired o make a rebate of
less than one dollar ($1.00) in a precompubted credit
transaction. - _ -

{c) Rebating on »recomputed loans, credit sales, or
credit transactions with an original term of thirtv-six (36)
months or less: :

{1} A creditor may use any generally accepted method
for the allocaticn of charges and the calculation of rebates
consistent  with the sum of the digits method where the
precomputed leoan, crgdit sale or credit transaction is
pavable in egqual, unequal or irregular payments and the
original texm of the transaction is thirty-six (36) months or
less—; or :

(2) A creditor may usse the &He—zitermete method of

allocation of charges and the calculaticn of rebates may—le
thet described in subdivision 2.3(d) of this reculaticn.

(d} Rebating on precomputed loans, credit gales or
credit transactions with an original term, greater than
thirtyv-six (36) months— - _

A creditor shall use fthe actuarial procedure or method
for the allocation of charges and other calculation of
rebates consistert with the actuarial method as defined in

Sections 2.1 and 2.2({a) of these reguishiets rules where the
precomputed loan, credit sale or c¢redit transaction is
vavable in egual, unecual or i1lrregular payments and the

original term of the transaction is greater than thirty-six
{36) months. ' )

{e) The terms "Finance Chaxzge" ag usged in W. Va. Code
-6-5d(a} and “"finance charge which was regulred by
plicable law to be disclosed” as usad in W. Va. Code §47-6-
Ed(b) both mean "Lecan rinance Charge". as dafined in W. va.
Code 846A-1-102(26) (a) or "Sales Finance Charge" as defined
in W. Va. Code 848A-1-102+425-(44), whichever is applicable.

2.4. Balloon dpayments.

&  creditor -sghall rebate any Pprecomputed agreement,
entered into in a consumer credit sale or consumer loan
transacticn, in which any zcheduled payment 1s at least twice
as large as the smallest of &ll earlier scheduled payments
other than any down pavment, if paid in full, according to W.
Va. Code _ §47-6-Bd(b) 1if the credit sale oxr lIcan by




application of the smallest scheduled vayment will not payout
within thirtv-six (36) months or less.

2.5. Calculation oif deferral charges on pracomputced ~
transactions.

The method of calculation of deferral charges ghall be _—
consistent with the method of reébate which would be reculred
or selected on that specific contract.

{(a) Calculation of deferral cherges under the Rule o
78. ’

(1) The word "Attributable" in the first sentence of
V. Va. Code 3546a-3-114(1l} refers to charges earned on any
installment on the basis of the Rule of 78, as provided in W.
Va. Code §462-3-111(1l). TFor example, the deferral charge for
deferring the Icurth installment of a twelve (12) month
contract and all remaining installments cne (1) month would
e nine . saventy-elghths (8/78) of the original finance
charge. IZ the. same balances are deferred an zdditional two
{2) months, the same nine seventy-eighths (9/78) charge may B
be made for each month. I the Ifourth through the seventh . -
installments are subseguently caid and the eighth installment
ig deferred, the deferral charge would be the portion of the
finance chatrge originally attributable te the eighth
installiment, i.e. 5/78.

(2) Following a deferral, a creditcr shall compute
rebates for prepayment in full by multiplying the original
finzhce charge by a fraction, having as a numerator the sum
of all scheduled balances remaining unvaid to tThe deferred
maturity date and ag a denominator the sum of the originally
scheduled balanceg, and the creditor 1s not regquired to maks
& separate rebate of deferral charges: Provided, however,
That if prepayment irn full occurs during a2 deferral period
(the peried in which nc payment is required or made by reason
of a deferrzl), the creditor =shall rebzte the deferral
charges for the unexpired full months in the deferral period
and the deferrals will be considerad not to have been made.

{b) A cdeferral charge under the actuarial method is the
finance charge due foxr that payment period to be deferred.

(c) The creditor shall post deferral charges to the
customer's account at the time such deferrals are made and in
any event, not later than tThe next normal updating of the

customer's account record. The creditor shall ¢learly
identify such charges and indicate the installment upcn which
the charge is based. The account record shall show the now

final installment due date after each defexrral.




{dy If a deferral charge 1s made and the customer’s
account record does not indicate to the contrary, it shall be
reason to agsume thait the written authorization for such
charge is a part of the contract evidencing the obligation.
If a_separate written agreement i1s used, the creditor shall
provide a copv to the customer and the lender or seller shall
retain the original IZor a period of at least two (2) vears
following final entry on the customer’s account record.

2.6. Deficishcy judgments.

The phrase "Ralance Owed" in W. Va. code §46A-2-112(2),
(3) and (4), with respect %to restrictions on a deficlency

judgment, means the gross unpald kalance of the account,
excluding any unsarned charges.

2.7. Delingquency charges on precomputed contracts.

(a) A crediteor may contract for and receive delincuency
charges for . consumer loans or consumer credit sales not
exceeding the lesser of ten dollars ($10.00) or five percent
(5%) of the amount of any installment unpaid, following -the
tenth dav after the oériginally scheduled or deferred due
date; but no less than one dollar ($1.00}. Delingquency
charges accrue on the eleverth day after the scheduled
installment due date.

Zxemple: If the installment due date is January 1, a
delinquency charge accrues on Jahuary 12 1f that installment
is not Dpreviously pald in full. A creditor should post

deiinquency charges to the customer's account as they accrue - -

and, in any event, no later than the next noxmal updating oi
the  customer's account recoxrd. 2 c¢reditor may collect
delinguency charges at The time they accrue or any time
thereaftexr,

-

() Delinguency  charges, except where otherwise
proviced by law, are earned asg they accrue and do not baecome
a part of the total finance charge for purposes of rebating
unearned charges. ' ' 7

(¢) If the alternative method of computing delinquency
charges (as set forth in ¥W. Va. Code §46A-3-112(1)(k)) is
used, the delincuency charge shall in no instance exceed the
amount of a deferral charge for the same installment.

(d}y 2 c¢reditor shall clezrly identify delingusncy
charces upon the customer's account records. The installment
upon. which the charge is based shall also be indicated.

2.8. Electronic data processing.

h




A creditor may use electronic data processing metheds to
malntalp IECOVdS and aCCOLPLng systams, in whole or in part,
: : ik = which provide Iinfozmation
eguivalent to tha; ?equlred by these wecgdtastioms ruleg. Tf
reguested by the Commissicner, a & creditor shall provide a
written description of the system utilized, including all
features that do not meet the regulatory reguirements and a
full eyplanat1o of how the eguivalent information may be
obtaineds reston

2.9. Minimum charge ~ revolving loan account.

{(a) With respect tao a consumer credit sale made
pursuant to a rev01wlng charge account, other than sales of
real estate pursuant to W. Va. Code §462-3-102, gellers are

auchorized to contract for and receive, as a minimum charge,
the charge provided for in W. Va. Code §846A~-3-103(4).

{(b) With rdspect Lo a consumer loan made pursuant Lo a
revolving loan account,  lenders, other than stpervised
regulated consumer lenders, are authorized to contract: for
and receive, as a minimum charge, the charge provided for in

. Va. code 546R-3-1067{4).
2.10. Limitatiom on garhigshment.
(a) W. Va. Code §462-2-130 provides 1in part:

"The maximum part of the = aggregate disposable
earnings of an individual for any workweek which 1s subject
to warnishment to enforce payment of a Jjudgment arising from
a consumer credlb sale or consumer loan may not exceed the
lesser oIi: ) :

{1) Twenty percent (20%) of his disposable earnings
for that week, or .. : o

(2} The amount Dy which hisg disposable earnings forxr
that week axcead thirty (30) times the federal minimum hourly
wage ©prescribed by section 6(a){l) of the ‘'Fair Labor
Standards Act of 1838,' U.S.C. Title 1%, §206(a){l), in
effect at the time the earnings are payable.

(b} In the case of earnings for a pay period other than

a week, the multiple of the federal minimum hourly wage shall

be computed as follows: -

(1} Muloiply the number of waaks {including
fractions therecf) in the pay period by thirty (30).




(2} In determining the number of weeks in =z payv

A vear shall egual fifty-two (52) weeks,

L month shall egual four and cne third (4 1/3)
weeks, and

A haif-month shall egqual two and cone sixth (2 1/86)

weeks.

Examples:

4 1/3 X 30 = 130, the multiple Zor a meontnly
vay period. )

2 1/6 z 30 = 65, the rmultiple ZfZor a semi-

monthly pay period.

2 X 30 60, the multiple for a bilweekly pay

oariod.

(3} The multiple times the federal mninimum hourly
wage establishes the amount provided for in subsection
2.10{a) (2) of these Feguletiesms rules.

B106-1-3., Lioan investigation fee, loan origination fee, loan
assumption fee.

3.1. The germs "Loan Finance Charge," as defined in Wegt

V1raﬂnla. Code subgection twentv- SWA, SECulOP one 1Lpdred

Charqg", as_defined in vest Vqulnﬂa Code subsectilon thirty-

nine, secticon cone hundred two, article one, chavnter forty-
gix-a, sHalW include & loan investiqation fee, a loan
orldlpat ‘on fee, a_ loa “asgumpti z ny other gimilaxr

fee for purposes of determining the allowable usury limits on
all consumer loans (as that term is defined in West Virginia

Code subsection fiftesan, sgsection one hundred two, article

one, chepter forty-six~a) and all consumer credit sales (as
that term Jfs defined irn West Virginia Code subsecticn
thirteen, section cone hundred two, axticle one, chapter
fortv-six-a), regardiess of the rate altermative utilized in
West Virginia Ccode gectijon one bundred four, article three,
chavter fortv-six-a. i




