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NOTICE OF RULE MODIFICATION OF A PROPOSED RULE

AGENCY: West Virginia Division of Banking TITLE NUMBER:___ 106

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: __ 4

TITLE OF RULE BEING AMENDED:__ Rules Pertaining to the West Virginia

Consumer Credit Protection Act [New title to be—Rule Pertaining fo West

Virginia Requiated Consumer Lenders]

IF NO, SERIES OF NEW RULE BEING PROPOSED:

TITLE OF RULE BEING PROFPOSED:

THE ABOVE PROPOSED IEGISLATIVE RULE, FOLLOWING .
REVIEW BY THE LEGISLATIVE RULE MAKING COMMIITEE IS
HEREBY MODIFIED AS A RESULT OR REVIEW AND COMENT BY
THE LEGISLATIVE RULE MAKING COMMITTEE. THE ATTACHED
MODIFICATIONS ARE FILED WITH THE SECRETARY OF STATE.

Authorized Signature




DIVISION OF BANKING

o ) {304) 558-2204
Building #3, Room 311 e State Capitol Complex e 1900 Kanawha Bivd., East e Charleston, WV 25305-0240 & FAX: (304) 558-0442

CONSENT TO FILE RULE

December 20, 1996

TO WHOM IT MAY CONCERN:

Title of Rule: Rule Pertaining to Regulated Consumer Lenders -
[Previously tifled—Rules Pertaining to the West Virginia Consumer Credit
and Protection Act]

Title Number: 106

Series Number: 4 - -

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

Signed this Lol day of _ Dee , 1696.

AL e
James H. Paige [IL
Secretary of Tax & Revenue

E.E.O/AFFIRMATIVE ACTION EMPLOYER




TITLE 106
LEGISLATIVE RULE
WEST VIRGINIA DIVISION OF BANKING

SERIES 4
RULES PERTAINING TO THE WEST VIRGINIA
CONFIMER-CREDIT-ANDPROTECTION—ACT
REGULATED CONSUMER LENDERS

§106-4-1. General.

1.1. Scope. -- This rule establishes general
provisions implementing and supplementing the West Virginia
Consumer Credit and Protection Act gz it relates to regulated
consumer lenders.

1.2, . authority. -- W. Va. Code B31la-2-4{¢)tF—{(12)
1.3. Filing Date. -- &p=it—4—355¢

1.4. Effective Date. -- May—d—1095

1.5. Reoeal and Reblace - Tnls rule repeals and

L - | ruleg enti
Rules _Pertaining borWthe West Virginia Consumer Crsdit and
Protegtion Act and the Industrial Loan Company Act, 106 CZR 2
effective May 1, 1996, and Rules Pertaining to the West Virginia
ThdustFial Toan | L. 106 CSR 5 effective Maw 1896,

§106-4-2. Regulmbions—ecf Supervised —Tfenders Requlated

Consumer Lender Restrictions.

2.1. Balloon . payments - Surervised Reagulated
consumer loans shall not cocntain balloon Daymeptsc exggot
d by an apnlicable federal

2.2. Financial statements.

The supervised regulated consumer lender shall keep
financlal statements on file at itg main offiice or the
authorized place of examination on for the last day of the
month for the previous month’s business.

2.3, Advertising.
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2.3.a.F e SﬁpeMVtsad A requlated consumer

lender shall not advertise, in any manher, that.a leoan of a
perspective prospective borrower with another licensee will
be pald or increased if the loan is transferred to the

advertising supervised regulsied consumer lender.

2.3.b.fey A suvrervised regulated consumer lender
shall not refer to supervision or contrel by the state, the
Attorney General, the Commissioner of Banking, the Division
of Banking, or-.any other state agency, in any advertising.
If desired, a EEPEfViseé reculated consumer lender may
advertise that it .is licensed under the provisions cf W. Va.
Code § 462-4-1 et seq. : '

2.3.c. XNe ’S“%QTV%S®§ A  regulated consumer
lender shall pot advertise in any manner that may tend to
confuse the i1dentity of the ‘stpervised xreculated consumer
lender with any other unrelated licensee or Zinancial
organization.

2.3.4.+er Each supervised regulated consumer
lender shall retain a copy of all advertising for a period of
two {(2) vears from the date of i1ts use. However, when two
{2) or more officés are under the same ownership or ceontrol,
the .copy may be kept at one (1) central office within the
State. Lo ' )

2.4. Refinancing and consolidation.
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B+ Sueerrdieed Regulated consumer lenders sghall refrain
from reflnancing and_ censcolidating lcansg and installment
sales contracts qnere no reasonable Dene11 accrues to the

consunmer.

increased finance charde wate which new and hicher rate
exceads that De*thted Lo merchants by W. Va, Code § 48a-3-
101, must ¢ i : forth o stablished




under W. Vea. CoGe § 46n-4-1717. Receint of the discliosures

must be acknowledged by the consumex’s sicmature ox initials.

2.5. Revolving loan accounts.

With respect to a surersvized regulated c¢onsumer loan
made pursuant to a revolving loan account, supervised
regulated congumer lenders may contract for and recelve, as a
minimum charge, the charge provided for in W. Va. Code §46A-
4-107(6) {c) .

2.6. Certain other charges prohibited.

2.6.a.%t=r No supervised A regulated consuper
lender shall pot contract for or make aﬁy charge not
specifically provided for in chapter forty six-a of the West ..
Virginia Cocde, unless the charge results rom a legal action .
awarded by a court. N

2.6 . b=t Examples of additional charges
prohibited in =tbsectien subdivision (a} of this subsection
include, but are not limited to, c¢ollection charges and legal
fees, Further, a supsrvised regqulated consumer lender may
not make a&a separate charge feor credit  reports, loan
investigation Ifees or appraisal fees except == where those
fees are part oi_prepald loan finance charges or except where

these ¢redit report charges or appraigal fees "are part of

permitted reasonable closing costs in a Joan secured iy real
Droperty.

2.7. Records.

2.7.a.faF A suse=vised regulated ccensumer lender
shall maintain adequate records for each licensed office
which will enabkle the CommLSSLOner ko reconcile outstanding
balances to i

2.7.b.tr In the event that ITedger——eards—or
simiter records for loan accounts and installments sales
contracts purchased arxe comm;pgTed in a supgervised regulated
consyumer lender's £iles, the supervised regulated consumer
lender shall have & system Dy which those caeds records may
be. reaalgy ldertlzleﬁ one f£rom the othe:;—ﬁﬁe%—ﬁs-%efﬁgﬁe%
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Tedger——cardes The records shall bear the date of the contract
and shall zeadily ldentlzy the type of transaction reflected
thereon. _

2.7.¢c.fer The Zedger—eard records shall indicate
when an account has been placed foér collection or legal
action taken. Ft They shall alsc indicate whether Jjudgment
was obtained, together with the date and amount of judgment.

2.7.d.3 On accounts prepald in full, the Tedger
card records shall clearly indicate the amount of unearned
interest rebated and the amount of unsarned insurance premium
rebated, ii any.

2.8. . Reporting periods.
Effective Decexber 31, #58% 1997, all Supervyised

regulated consumer Henders lenders shall submit semiannual
reports as of Jume 30 and December 31 in the form and content

prescribed by the Commissioner. The reports are due thirty
(30) days after the cloge of the revorting period.

2.9. Sume=risad Reguliated consumer loans . not
precomputad.

2.9.8 .= With respect to a superviges regulated
congumer loan, -other than a revolving loan accountt, which
1s not precomputed, a superwrsed reguliated congumer lender
shall compute Ifinance charges on unvald principal balances
outstanding from  time to time, for the actual time
cutstanding. Each payment shall be applied first to the
accunmulated finance charge and the remainder of the payment
applied to the unpaid principal balance: Provided, —fRoweverr
That if the amount of the payvment is insufficient teo pay the
accunmulated finance charge, the unpald accumulated charge
shall continues—teo accumulate to be paid from the proceeds of
subseguent payments and 4= shall not bz added to the
principal balance. ' :

2.9.b.+ Lean finance . charges sghall not be
pavable in advance or compounded.-—keweyer However,if part oxr
all of the consideration for a new loan contract is the
unpald principal balance of a prior loan, then the principal
amount Dayable under the new loan contract may include any
unpaid loan finance charge which has accrusd to the extent
that the zccrued charge does not exceed the unpaid principal
balance of the prior loan. The resulting loan contract is
congidered a. new and separate loan transaction for. all
DUrPOSes .




2.10. oOub-of-state obligations.

With respect to consumer credit sales or consumer loans
consummated in another state, a supervised regulated consumer
lender shall pnot collect or attempt to collect a sales
finance charge or loan iinance charge in excess of that
Dermitted by the e cede West Vircinia Code. W p

= T8 T = = ¥ In certain
SWLuatlons whers a consumer c*edlt sale or non-revolving loan
is made i1in ancther .state W, Va. Code §46A-3-104483(6)and
846A-4-107(8) permits a resident lender as assignee to
collect. the findgrite charge provided in the agreement under
the laws of the state where the agreement was executed.

2.11.. TFailure to do business.

Any supervised rengateQ consumer lender who fails to
have kBis—em—Tlrex iits office open for business at lzast three
(3} hours per day, at least four (4) davs per week -“egal

T3y : e ad 3 by = - for a consecutive
pariod of four (4) weeks, is considered to have forfeited its
license. For purposes of this subsection legal holidavs mayv
be counted as_ a businesg day. A supervised regulated
consumer Jlender may obtain written extensions from the
Commissioner for veriods not exceeding one (1) month upon
praesentation of evidence’ satlsfactory t¢ the Commigsioner
that _the éxtensions are warranted.

2.12., TInstzllment sales contracts.

2.12.a.tar A Bupgsisrised regulated consumer lender

may purchase installment sales contracts without regard to
the amount of the coritracts and without regard to whether or
not a buver on a contragct may alsco be obligated on a
supervised gguiated consumer lcan.

L2 . bty A suservised regulated consumer lender
may pu*chase installment sales contracbs at any discount rate
agreed upon with the seller.

2.12.¢c.-ter A supervised regqulatfed consumer lender
shall obktain Ifrom the seller a copy o©f _the disclosure
statement for each installment sales contract purchased and
corract any bona fide errors in the computaticon of charges,
so —long as _ the gorrections are not detrimental to the
consumer. ' ‘

2.13.a. Ths non-refundable Joan "processing fae
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finance chargde and mav be Dawa seoaraLeWV or w1tqhelq from

the W1thneld_nq of ‘the fee from the Toan proceeds, che
anount 1nanced shall constitute the Ilgan amount for
urposes of this subsection of the code. )

2.13 .. The total of apy origination feas, points,
or 7rvestldatﬂon fees assessed under subsection (4) of W.
Va. Code § 46A~-4-107 which may be retained upon prepayment
of 2 loan in a refinancing by the same lender within anv
twenty-four month veriocd mav not excazed five Dercept of the

amount financed. -
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Wesr Virginia Legisiature
Legisiative Rule-Making Review Commiltee
Rocm MB€7-State Capitcl

Chariesaton, West Virginia 25305
(304) 3474340

Senator Mikea Ross, Co—(Chair Debra A. Graham, Counsel
Delegate Vicki Douglas, Co-(Ckair Joe Altizer, Aasociate Couasel
December 1%, 1986 Narie Nickerzan, Admr. Agsistant

NOTICE OF ACTION TAREN BY LEGISLATIVE RULE-MARING REVIEW COMMITTEE

TO: Ren FHechler, Secretary cf State, State Register
TO: Mr. Timethy Winslow
Division ef Banking
Building 3, Room 311 i
State Capitol Complex
Charleston, WV 25305
FROM: Legislative Rule-Making Review Committes
PROFPOSED RULE: Rules Pertaining to WV Regulated Consumer Lenders

The Legislative Rule-Making Review commnittee recommends that the West Virginia

Legislature:

1. Authorize the agency teo promulgate part of the Legislative Rule
(2) as ecriginally filed ~
(b) as modified by the agency X

2. Authorize the agency to promulgate part of the Legislative rule;

a2 statement of reasons for such recommendation is attached.

3. Autherize the agency te promulgate the Legislative rule with
certain amendments; amendments and a statement of reasons for
such recommendation is attached

4. Authorize the agency to promulgate the Legislative rule as
modified with certain amepndments; amendments and a statement
of reasons for such recommendation is attached.

B. Recommends that the rule ke withdrawn; a statement of reason
for such recommendation is attached.

Purstant to Code 25A-3-1l1l(c), this notice has been filed in the State
Register and with the agency preoposing the rule.




ANALYSIS OF P S EGISLATIVE RULES

Agency: Division of Banking

Subject: West Virginia Regulated Consumer Lenders, 106CSR4

PERTINENT DATES

Filed for public comment: July 15, 1596

Public comment period ended: August 19, 1996

Filed following public comment period: August 28, 1996
Filed LRMRC: August 28, 1996 '

Filed as emergencv:

Fiscal Impact: None

BST T

The propesed rule amends a current legislative rule. Throughout the proposed nile.
references to supervised lenders and supervised loans have been changed to regulated consumer
lender and regulated consumer loan. The following is a synopsis of the substantive amendments.

Subsection 2.3 which required supervised lenders to prominently display the supervised loan
ceiling of $2,000 has been deleted. Reference to this ceiling has also besn deleted from Subsection
2.4 of the proposed rule. That subsection has been amended to require disclosures 0 borrowers
where any refinancin~ or consolidation of a non-revolving loan or credit sale does not provide the
consumer a substantial benefit and results in the consumer paying an increased finance charge rate
which exceeds that permitted to merchants under the Consumer Credit and Protection Act. The
borrower must acknowledge receipt of the disclosures.

Subsection 2.13 is new. It allows the regulated consumer lender to include the non-
refundable loan processing fee permitted by the Consumer Credit and Protection Act in the
calcuiation of the loan finance charge as a prepaid finance charge. The fee may be paid separately
or withheld from the proceeds of the loan and financed. It also provides that the total of any
origination fees, points, cr investigation fees which may be retained upon prepayment of a loan in
a refinancing of a loan by the same lender within any 24 month period may not exceed 5% of the
amount {inanced.




UTH Y
Statutory authority: W.Va. Code, §31A-2-4, which provides, in part, as follows:

(¢} In addition to all other authority and powers vested in the
commissioner by provisions of this chapter and other applicable laws. the
commissioner is authorized and empowered:

...(12) To implement the provisions of chapter forty-six-a of this code
applicable to consumer loans and consumer credit sales by the promulgation
of rules and regulations in accordance with the provisions of article three,
chapter twenty-nine-a of this code so long as said rules and regulations do not
conflict with any rules and regulations promulgated by the state's attorney
general;...

AL YSI

I. HAS THE AGENCY EXCEEDED THE SCOPE OF ITS STATUTOQRY

T ITY IN . OVING THE PROP D LEGI VE RULE?
No.
IL. ' E ATV ' Y
INTENT OF THE STATUTE WHICH THE RULE IS INTENDED TO mlPLEwg NT,
N Y. IN RET KE SP 1C?
Yes.
I11. PROPOSED LEGISLATIVE RULE CONFLICT WITH OTHER

CODE PROVISIONS OR WITH ANY OTHER RULE ADOPTED BY THE SAME OR A
FF A NCY?

No.
Iv. THE PROPOSED ATIVE RULE NECESSARY T ILLY
ACCOMPLISH THE QBJECTIVES OF THE STATUTE UNDER WHICH THE
PROPOSED R WA UL ?

Yes.




V. IS THE PROPOSED LEGISLATIVE RULE REASONABLE, ESPECIALLY AS

IT AFFEC THE CONVENIENCE OF E GENERAL BLIC F PERSONS
AFFECTED BY IT? o o
Yes.
V1. NT P POS LEGISLAT UL MAD ESS CO
MO ADILY UNDE AN I BY THE NERAL PUBLIC?
No.

VII. WAS THE PROPOSED LEGISLATIVE RULE PROMULGATED IN

MPLIANCE WITH THE REQUIREMEMNTS QF CHAPTER 29A. ARTICLE 3 AND

Yes.

VIII. OTHER. . )

Counsel has technical modifications to suggest.




