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TITLE 106 o TR
LEGISLATIVE RULE R PR
WEST VIRGINIA DIVISION OF BANKING o
SERIES 4

RULE PERTAINING TO WEST VIRGINIA
REGULATED CONSUMER LENDERS

§106-4-1. General.

1.1, Scope. -- This rule establishes general
provisicons 1mplementing and suoplemen:ing The West Virginia
Consumer Credit and Protecbwon Act as 1t relates to regulatsd

consumner lenders.

1.2. muthoricy. -- W. Va., Code §31a-2-4(c) (12)

1.3. Filing Date. -- May 8§, 12987

1.4. EREIfective Date. -- June 2, 1997u i
Z.5.  Repezl axnd Replace. -~ This rule zrepeals and

replaces ueab,v*rginia Division of 2arnkirg rules enticled,
Eules Pertaining to the West Virginia Consumer Cradit
Protection Act and the Industrial Loan Company Act, 108 CSE
effective May 1, 18%8, and Rules Pertaining to the e
Virginia Iandustrlal Loan Company Act, 108 CSR 5 effective May
1, 1956. : - : :

E106-4-2. Regulated Cocnsumer Lender Restrictions.

2.1, Bailoon payments - Eesgulated consum=er Jlcans
srall not contain balloon payments, sxcept where provided v
an applicable federal preemption of state law.

2.2. Tinancizl statements.

The xegulated consumer lender shall xeep financial
staZements on file at its main office or the authorized place
0 examination for the last day of the month for the previous o
montihi’s business. C

2.3.a. A regulated consumer lender shall =not
advertise, in any manner, :that a loan of a prospective
horrower with another licensee will he paid or increased 1E
the lLoan is transferred to the advertising regulated consuymer
lender. :

-

2.3.b. A regulazed consumer lender shall
to supervision or control Dby the state, the At;orr
Ganeral, the Commissioner of Ranking, th=  Divi




Banking, or any other state agency, in any advertising. If
desired, a regulated consumer lender may advertise that it
ig licensed under -the provisions of W, Va. Code § 46A-4-1 et

seq.

2.2.c. A regulated consumer lender shall not
advertise in any manner that may tend to-confuse the identity
of the regulated consumer lender with any other unrelated
licengee or financial organization.

2.3.d. Bach regulated consumer lender shall retain
a copy of a2ll advertising for a period of two (2) vears from
the date ©f its use. However, when two (2) or more cifices
are under the same ownership or control, the copy may be kept
at one {1) central office within the State.

2.4. -Refinancing and consoclidation.

Regulated consumer lenders shall refrain from
refinancifig and consolidating loans and instaliment sales
contracts where no - reasconable benefit =zaccrues to the
consumer. Any refinancing or consclidation of a nonrevolving
loan or credit sale which does not provide the consumer a
substantial benefit and results in the consumer paying an
increased finance charge rate which new and higher rate
exceeds that permitted to merchants by W. Va. Code § 462-3-
101, must contain the disclosures set foxrth or established
under W. Va. Code § 46A-4-111. Receipt of the disclosures
must ke acknowledged by the coasumer’s signature or initizals.

2.5. Revolving loan accounts.

With resvect Te a regulated consumer lcan made pursuant
to a.revelving loan account, regulated consumer lenders may
contract for and receive, as a minimum charge, the charge
provided for 1E W. Va. Code §46A-4-107(8&) (o).

2.6. Certain other charges prchibited.

2.6.2a. A regulated consumer lender shall not
contract for or make any charge not specifically provided for
in chapter forty-six-~a of the West Virginilia Code, unlesg the
charge results from a legal action awarded by a court.

2.6.b., EBExamples o©f additicnal charges prohibited
in subdivision {a) of this subsection include, but are not
limited to, cecllection charges and legal fees. Further, a
regulated consumer lender may not make a separate charge for
credit reports, loan i1nvestigation fees or appralsal fees
except where those™ fees are part of prepaid loan finance

charges or except where these cradif report charges or




aopraisal fees are part of permitted reasonable closing costs
in a loan secured by trezal property.

2.7. Records.

2.7.a. A regulated consumer lender shall maintailn
adequate records for each licensed office which will enable
the Commissioner to reconcile outstanding balances to the
corporation’s financial statement.

2.7.b. In the event that records for loan accounts
and installments sales contracts purchased are commingled in
a regulated consumer lender's files, the regulated consumer
lender shall have a svstem by which these recprds may be
readily identified, one from the other. The records shall
bear the date of the ccntract and shall readily identify the
type of transaction reflected thereon.

2.7.c. The records shall indicate when an account
has been placed for collection or legal action taken. They
shall also indicate whether Jjudgment was obtained, together
with the date and amount of judgment.

2.7.4. On accounts prepaid in full, the records
shall clearly indicate the amount of unearned interest
rebated and the amount of unearned insurance premium rebated,
if any.

2.8. Reporting periods.

Effective December 31, 1837, all regulated consumer
lenders shall submit semiannual reports as of June 30 and
December 31 in the form and content prescribed by the
Commigsioner. The reports are due thirty (30) days after the
close of the reporting period. '

2.9. Regulated consumer loans not precomputed.

2.9.a. With respect to a regulated comsumer loan,
other than a revolving loan account, wnich 1s rnot
precomputed, a regulated consumer lender shall compute
finance charges on unpaid principal kalances outstanding from
time to.time, for the actual time outstanding. Each payment
shall be applied first to the accumulated finance charge and
the remainder of the payment applied to the unpaid principal
balance: Provided, That if the amount of the payment is
insufficient to pay the accumulated finance charge, the
unpaid accumulated charge shall continue to accumulate to be
paid from the proceeds of subsegquent payments and shall not
be added Zo the principal balance.

2.9.b. Loan finance charges shall not be payable
in advance or . compounded. However, 1f part or all of the
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consideration for a new lcan contract is the unpaid principal
balance of a prior loan, then the principal amount payable
under the new loan contract may include any unpaid lcan
finance charge which has accrued to the extent. that the
accrued charge does not exceed the unpaild principal balance
of the prior loan. The resulting loan contract is considered
a new and separate loan transaction for all purposes.

2.10. Out-cf-state opligations.

With respect to consumer credit sales or consumer loans
consummated in another state, a regulated consumer lendexr
shall not collect or attempt to collect a sales finance
charge or loan finance charge in excess of that permitted by
the _West Virginia Code. In certain situations wherxe a
consumer credit sale or non-revolving loan is made in another
state W. Va. Code B§46a-3-104(6)and §46a-4-107(8) permit a
resident lender as assignee to collect the finance charge
provided in the agreement under the laws of the state where

the agreement was executed.
2.11. Failure to do business.

any regulated consumer lender who fails to have 1its
office open for busiress at least three (3) hours ver day, at
least four (4) davs per week for a consecutive period of Zour
(4) weeks, is considered to have forfelited its license. For
purposes of this subsectiod legal holidays may be counted as
a businegs day. A regulated consumer lender may obtain
written. extensioms from the Commisgsioner for periods not
exceeding one (1) month upon presentation of evidence
satisfactory to the Commissioner that the extensions are
warranted.

2.12. Installment sales contracts.

2.12.a. A regulated consumer lender may purchase
installment sales contracts without regard to the amount of
the contracts and without regard teo whether or not a buyer on
a contract may also be obligated on a regulated consumer
loan. ' ) )

2.12.b. A regulated consumer lender may purchase
installment sales contracts at any discount rate agreed upon
with the seller. : : :

2.12.¢. A regulated consumer lender shall obtain
from the seller -a copy of the disclosure statement for each
installment sales contract purchased and correct any bona
fide errors in the computation of charges, so long as the
corrections are not detrimental to the consumer.




2.13. Retention and financing of fees.

2.13.2. The non-refundable loan processing fee
permitted by W. Va. Code § 46A-4-107(7) shall be included in
the calculation of the 1loan Ifinance charge as a Drepald
finance charge and may be pald separately or withheld from
the proceeds of the loan and financed, and such financing
shzll nct constitute interest on interest. Notwithstanding
the withholding of the fee Ifrom the loan proceeds, the
amount firanced shall constitute the loan amount for
purposes oI this subsection of the code. :

2.13.b. The totzl of any corigirnation fees, points,
or ilnvestigatlion fees asseszed under subsgection (4) of W.
vVa. Code § 45A-4-107 which may be retained upon prepayment
of a loan in a refinancing by the same lender within any
twenty-four month period may not exceed five percent of the
amount financed. B




DIVISION OF BANKING
(304) 558-2294

Building #3, Room 311 e State Capitol Complax e 1300 Kanawha Blvd., East e Charleston, WV 25305-0240 e FAX: (304) 558-0442

Promulgation History of Rule Series 1, 3, 4 and 19 of Title 106 CSR

Date

July 19, 1696--

August 28, 1996--

December 2, 1996--

December 19, 1996--

December 20, 1996--

February 21, 1997--

Filed Notice of a Comment Period on Proposed Rules (FORM 2)
Proposals to amend Rules 1, 3, and 4; Delete Rules 2, 5 and 8; and
to create a new Rule 19 to regulate reverse mortgages.

Comment period runs from 7/19/96 to 8/19/96.

Filed Notice of Agency Approval of Proposed Rules (FORM 3)
Approving proposal to amend Rules 1, 3, and 4; Delete Rules 2, 5
and 8; and to c¢reate a new Rule 19 to regulate reverse mortgages.
[Note: the text of Rule 8 was largely being transferred to Rule | as
amended; while small portions of the text to Rules 2 & 5 were
being transferred to Rule 4 as amended].

Legislative Rule-Making Review Committee (LRMC) hearing on
proposed Banking rules.

Notice of Action by LRMC approving Rules 1, 3, 4 and 19 as
modified; and Rules 2, 3, and 8 as submitted for deletion.

Filed Netice of Rule Modification of a Proposed Rule for Rules 1,
3,4 and 19. (FORM 4}

In response to LRMC’s counsel’s direction for procedural
efficiency, the repeal of Rule 8 was incorporated into the
amendments to Rule 1, and the repeal of Rules 2 & 5 were
incorporated inte the amendments to Rule 4. Filed Notice of Rule

E.E.OJAFF{RMATW;E ACTION EMPLOYER




March 3, 1997--

March 28, 1997--

April 20, 1997--

Modification of a Proposed Rule for Rules | and 4 (FORM 4).
Submitted letter withdrawing filing for deletion of Rules 2, 5 and
8.

SB 157 introduced and referred to the Senate Judiciary Committee
Comunittee substitute for SB 157 reported by Senate Judiciary
Committee. Provides for approval of 106 CSR §§ 1, 3,4 and 19 as
filed.

SB 157 passed Legislature.




DIVISION OF BANKING

(304) 558-2294
Building #3, Rocm 311 e State Capitol Complex » 1300 Kanawha Blvd., Eas! e Charleston, WV 25305-0240 e FAX: (304) 558-0442

CONSENT TO FILE RULE

May 8, 1997

TO WHOM IT MAY CONCERN:

Title of Rule: Rule Pertaining to West Virginia Regulated Consumer Lenders
Title Number: 106

Series Number: 4

Pursuant to West Virginia Code §§ 35F-2-2(a) and 64-7-4(c), the undersigned hereby
consents to the filing of the foregoing rule.

Signed this _8th day of _May . 1997,
fd& O Dop L~

Robin C. Capehaft
Secretary of Tax & Revenue

E.E.O/AFFIBMATIVE ACTION EMPLOYER




H. B. 2322
1 Bill-Banking, Regulated

2 (By Delegate(s) Douglas, Hunt, Compton,

3 - ==~ --. . Faircloth, Linch and Riggs}

4 : S

5 - . [ncroduced March 3, 1997; referred to the

: Commi_ttee on Banking apd Insurance then the
B Judiciary ]

7 - -

8

9

10 A BILL.to amend and reeracl section one, article seven,

11 chapter- sixty-four of the code of West Virginia, one
iz thousand nine hundred ;hi;tgjgpg, as amen@ed, relating
13 ta.autherizing the division of banking_tp promulgate
14 2 legislative rule relating to Hgs;iy;r_inia_regulgted
15 . ___consumer lenders.

16 Be it enacted by the Legislature of West V;rginia:

17 That section one, article seven, chapter sixty-four of
18 _the ccde of West Virginia, one thousand nire hundred
19 thirty-cne, as amended, be amended and :eenagted, TO read
20 as follows: 7 T oo v o L

21 ARTICLE 7. AUTHORIZATION FOR DEPARTMENT CF TAX AND REVENUE

22 . TO PROMULGATE LEGISLATIVE RULES.

23 §64-7-1. Division of banking.




ic
11
12
i3
14
13
16
17
18
18
20
21

22

23

{a) The legisiative =u*es rule filed in the state
register on the thirty—-first day cof July, one thnousand nilne
hundred ninety-five, authorized under Lhe authority of
section twenty-six, article four,. chépter thirtv-cne-a of
this code, modified hy the divisicn of bDanking to meel the
objections of the legislative rule-making review commitiee
and refiled in the state register on the £first day of
December, one thousand nine hundred ninety-five, relating
to the division ¢f banking (legal lending iiait, 106 CSR
3), =re iz authorized.

{b) The legisliative =gres rule filed irn the state
ragister on the twentv-elghth day of July, one thousand
nine hundred ninety-five, autherized under the zuthgrifty of
section four, article two, ghapter thirty-ocne-a of this
code modified by the divisicn of banking to meet the
objections of the legisliative rule-making review committee
and refiled in the state register on the first day of
December, one thousand nine hundred ninety-five, relating
to the division of banking (permissikle additional charges
in connection with & consumer credlt sale, 106 C3SR 11}, =rw=
is authecrized,

(c) The legislative +=utes rule filed in the state

register on the twenty-eighth day of July, one thousand




10

11

12

13

14

15

16

17

1g

20

21

22

23

nine nundred ninety-Zive, authorized uncer the authority of

section twenty-six, articie seven, chapter zhirty-one of

this code, modified by the division of kanking tc meet the

cbijections of the legislative rule-maxing review committee
and refiled 1n the state register on the first day of
December, ome thousand nine hundred ninsty-five, relating

Lo the division oI banking (West Virginiz industrial bank

and 1ndustrial lcan. . company act, 106 CSR 5), =2re is
szuthorized.. .. ... B

{d] The legislative wrutes rule filed in the stzte
register on the twenty-eighth day of Jukry August, one

thousand nirne hundred

ain L= f', authorized
under. the authority of secticn four, article two, chapter

irty-one-a of this code, modified by the division of
canking - Co. meet the obJections c¢f the legislative

rule-meking review committee and refiled in the state

register on the Sfrst Lwentliefh day of December, one

thousand nine hundred mimety—five ninety-six, relating to

the divisicn Qf pa-.kn (l%_n::ti.‘.r-;t#__ [yt an sy uax.d;.‘f. zrrd

K4

[ < R A D s S g

106 CSE 4}, =re is authorized.

(2) The leglslative rerew rule filed in the state

register. on tne twenty-eighth day of July, one thousand




10G

11
iz
1z
14
15,
16
17

nine hundred ninety-five, authorized under thée authority of
section twenty-six, zrticle seven, chapter thirty-one of
this code, modified by the division of benking to meet the
and refiled in the state register on the first day of
December, one thousand nine hundred ninety-five, relating
Lo the division <¢f banking {West Virginiz consumer credit
and protecticon act and the industrial bank and industrial

lcan company act, 106 CSR 2), =r= 15 authorized.

NQTE: The purpdse of this bill Is Lo zuthorize the
Division cof Banking o promulgate a2 legislative rule
relating toc West Virginia Regulated Cecnsumer Lenders.

..83trike-thrcoughs indicate language that would be
stricken from the present law, and underscoring Iindicates
new language that would be added.




Senate Bill No. 156

' (By Senator(s) Ross, Anderson, Macnaughtan,

2 Boley and Buckalew)

3 [Introduced March 3, 1997; referred to the
Committee on Banking and Insurance; and then to

* the Committee on the Judiciary.]

5 _

6

7

8

S

10 & BILL to amend and reenact sectlon one, article seven,

11 chapter sixty-four of the code of West Virginia, one
12 thousand nine hundred thirty-one, as amended, relating
13 zo authorizing the division of banking to promulgate
14 a legiglative fule relating to West Virginla regulated
15 consumer lenders.

16 Be it enacted by the Legislature of West Virginia:

17 That section one, article seven, chapter sixty-four of
18 the code 4;@ West Virginia, one thousand nine hundred
19 thirty-one, as amended, be amended and reenacted, tc read
20 as follows:

21 ARTICLE 7. AUTHORIZATION FOR DEPARTMENT OF TAX AND REVENUE
22 TO PROMULGATE LEGISLATIVE RULES.

23 $§64-7-1, Division of banking.

/06 =




10

11

12

12

14

15

16

17

18

19

20

21

22

23

(2} The legislative =ufes rule fliled in the state
register on the thirty-first day of July, one thousand nine
hundred ninety-five, authorized under zthe authority of
section twentv-six, arcicle Zoudr, chapter thirty-cne-z of
this code, medified by fhe division of banting to meet the
objections of the leglslative rule-making review committee
and refiled in the state register on the first day of
December, one thousand nine hundred ninety-five, relating
to the division of barking {legzl lendirg limit, 106 CSR
8}, =re is authorized.

{b) The legisliative ruwtres rule filed in the state
register on the twenty-eighth day of July, one thousand
nine hundred ninety-five, authorized under ths zuthority of
section four, article two, chapter thirty-one-a of this
code modified by the division of banking to meet the
objections of the legislative rule-making review comfittee
and reflled in the state register on the firat day of
December, one thousand nine hundred ninety-five, relating
to the division cof banking (permissible additicnal charges
in connection with a consumer credit sale, 1046 CSR 11), =re
is authorized.

(¢} The legislative rutres zyule filed In the state

register on the twenty-eighth day of July, one thousand




12

13

14

15

16

17

18

18

20

21

22

23

nine hundred ninety-£five, authorized under the authority of
secilion twenty-s' X, article seven, chapter thirty-one of
this code, modifisd by the divisicn of bankirng to meet the

ob’actions of the legislative rule-making revisw committes

and refiled in the state regisier on _the Zirst day of

December, one thousand nine hundred ninety-£five, relatin
to the division of banking (West Virgiriz industrial bank
and industrial loan company act, 106 CSR 3, =re is
authorized.

(d) The legislative =ules rule filed in the state
register on the iwenty-eignth day of <oty Dugust, one
thousand nine hundred mime=y—f>ve pingty-six, authcrized
under the autherity of sectiocn four, article two, chapter
thirty-cne~a of this code, mcdified by the division of
barking to mest the objections of the legislative

rule-making review committee and refiled in the state

register on the <TErst dav of Decemper, one

thousand nine nundred mimety—fEve pinefv-six, relating to

the divisison of banrxing {(Ffest—rogimts—consurer—credit—ard

protectior—act West Virginia regulated consumer Jlenders,

106 C8x 4}, =re is authorized.
{e} The legislative #fu-es xule filed In the state

register on the twenty-eichth day of July, c¢ne thousand




10

11
12
13
14
15
16
17

nine hundred ninety-fTive, authorized under tne authority of
section twenty-six, rilcle seven, chapter thirty-cne of
this code, modifiled by the division of banking to meet the
ooJjections of the legislative rule-making raview committes
and refiled 1in the state register on the first day of
December, one thousand nine hundred ninety-Iive, relating
to the division of banking (West Virginia ceonsumer credit
and protection act and the industrial bank and industrisl

loan company aci, 106 CSR 2), =re l1s authorized,

NCTE: The purpcese of this kill is Lo authorize the
Division of Banking to promulgate a legislative rule
relating to West Virginia Regulated Consumer Lenders.

Strike-throughs indicate language fThat weculd be
stricken from the present law, and underscoring indicates
new language that would be added.
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TC:_TIM WINSLOW

AGENCY: _BANKTNG

FROM: JUDY COOPER, DIRECTOR, ADMINISTRATIVE LAW DIVISION

DATE: May 16, 1997

THE ATTACHED RULE FILED BY YOUR AGENCY HAS BEEN ENTERED INTC OUR
COMPUTER SYSTEM. PLEASE REVIEW, PRCOOF AND RETURN IT WITH ANY
CORRECTIONS. IF THERE ARE NO CORRECTIONS, PLEASE SIGN THIS MEMO
AND RETURN IT TO THIS OFFICE. YOU WILL BE SENT A FINAL VERSION OF
THE RULE FOR YOUR RECORDS.

PLEASE RETURN EITHER THE CORRECTED RULE OR THIS FOREM WITEIN TEN
(10) WORKING DAYS OF THE DATE YOU RECEIVED THIS REQUEST. CALL IF
YOU HAVE ANY QUESTIONS.

SERIES: _4 TITLE:. _106 BANKING

% THE ATTACHED RULE HAS BEEN REVIEWED AND IS CORRECT.
SIGNED: \f\u«—*Jéz;ﬁ ¢ DD
TITLE OF PERSON SIGNING:  (Sewnered  Coounarl
patE:_ S [zl |97
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* THE ATTACHED RULE HAS BEEN REVIEWED AND NEEDS CORRECTING. THE
CORRECTIONS HAVE BEEN MARKED.

SIGNED: -~ - = - -

TITLE OF PERSON SIGNING:

DATE: - - -

NOTE: IF YO ARE NOT TEE PERSON WHO HANDLES THIS RULE, PLEASE
FORWARD TO THE CORRECT PERSCON., }




