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COMMISSIONER OF BANKING
RULES FOR REVERSE MORTGAGE LOANS
106 CSR 19

Summary of Proposed Rules

The proposed legislative rules are offered due to the addition to the West Virginia
Code of the Reverse Mortgage Enabling Act which mandates that the Comunissioner of
Banking promulgate rules in order to affect compliance with the Act [See W. Va. Code §
47-24-1, et seq.].

The rules provide definitions, the approval requirements for mortgage bankers and
other entities to miake reverse mortgage loans, the procedures by which lenders must abide
and the requirements for reverse mortgage loans. Furthermore, the rules detail the
maintenance of the real property securing the reverse mortgage, define the events which
may terminate a reverse mortgage, and list the required disclosures that lenders must
provide before accepting an application. including mandatory financial counseling and
information to the prospective mortgagor. The rules also detail special provisions regarding
the payment of real estate taxes and insurance and provide for penalties for lender
misconduct.

E.E.O/AFFIRMATIVE ACTION EMPLOYER
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(304) 558-2294

Building #3, Room 311 e State Capitcl Cemplex e 1900 Kanawha Blvd., East e Charleston, WV 25305-0240 & FAX: (304) 558-0442

COMMISSIONER OF BANKING
RULES FOR REVERSE MORTGAGE LOANS
106 CSR 19

The proposed legislative rules are required by the addition to the West Virginia
Code of the Reverse Mortgage Enabling Act which mandates that the Commissioner of
Banking prornulgate rules in order to affect compliance with the Act [See W. Va. Code $
47-24-1, et seq.]. The intent of the legislation is to permit elderly homeowners to meet their
financial needs by accessing the equity in their homes through a reverse mortgage.

E.E.O/AFFIRMATIVE ACTION EMPLOYER




APPENDIX B

FISCAL NOTE FOR PROPOSED RULES

Rule Title: Rules for Reverse Mortgages

Type of Rule: _X Legislative ___ Interpretive ___ Procedural
Agency: West Virginia Division of Banking

Address: State Capitol Complex

Building 3. Room 311

Charleston, West Virginia 25305-0240

1. Effect of Proposed Rule:

ANNUAL FISCAL
YEAR
"~ | INCREASE | DECREASE | CURRENT NEXT | THEREAFTER
ESTIMATED | $0  |SO $0 S0 $0
TOTAL COST
PERSONAL |0 0 o 0 0
SERVICES
CURRENT |0 ) 0 0 0
EXPENSES
REPAIRS & |0 0 0 0 0
ALTERATIONS
EQUIPMENT 0 0 0 0 0
QTHER 0 0 |0 0 0
2. Explanation of above estimates:

The rules merely clarify and conform to the statute.

3. Ohjectives of these rules:

To meet the requirements mandated by the statute to affect compliance with the
provisions of the reverse mortgage law.




Rule Title: __ Rules for Reverse Mortgage Loans
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:
Lenders will be required to acquire proper bonding before making reverse
mortgages.
C. Economic Impact on Citizens / Public at Large:

Date:

Mertgagors acquiring reverse morigage loans will be able to access the
equity in their homes.

Signature of Agency Head or Authorized Representative:

. U Ca,




1l06CSR1S

TITLE 106
LEGISLATIVE RULE
WEST VIRGINIA DIVISION OF BANKING

SERIES 19
RULES FOR REVERSE MORTGAGE LOANS

§ 106-19-1 GCeneral.

1.1. Scope. — Thase regulations establish general
rules implementing and supplementing the “Reverse Mortgage
Enabling Act,” West Virginia Code section one through eight,
article twenty-four, chapter fortv-seven (§8 47-24-1, et
seg. ).

1.2. BAuthority. -~ W. Va. Code § 47-24-8(Db).
L.3. Filing Date. -

1.4. Effective Date. - B

§ 106-19-2 Authorization to make reverse mortgage loans.

2.1. Coverage. - These rules govern the ability of
banks, savings institutions, credit unions. and their
eligible affiliates to make or participate in reverse

mortgages pursuant to W. Va. Code § 47-24-1 et seg:, and in
connection therewith, to compound interest.

2.2. Exclusions. - These rules shall not apply to
persons making reverse merigage loans under a program
authorized by and under the supervision of a federal
governmental agency or federally spconsored mortgage
enterprise {(e.g., HUD or Fannie Mae) which program has heen
certified v the Commissicner of Banking and otherwise meets
the c¢riteria set forth in W. Va. Code § 47-24-8(c).

§ 106-19-3 Definitions.

3.1. Affiliated. - The term “affiliated” when used in
connection with a financial institution means any company
which controls, is controlled by, or is under common control
with that institution or is the ultimate varent holding
company ©of that institution.




3.2. Authorized Lehde¥. - The terms “authorized
lendexr” or “lender” shall mean any bank, savings
institution, or credit union in West Virginia cr =any
eligible affiliate thereof which is approved by the
Commissiorner of Banking to make reverse mortgages.

3.3, Moritdagor. - The term *mortgagor? refers to a
tenant who is sixtyv-two (62) years of age or oldex, or if
the real property is held by tenants by the entirety or by
joint tenancy, the youngest cof whom is SWAty two (62), who
cwn their own homes free and clear or with insubstantial
cutstanding debt encumbering their real estate.

3.4. DNonrecourse Loan. - The term “nonrecourge loan”
when used in connection with a reverse mortgage loan means
that the only assat of the estate which may be used by the
iender to satisgfy the loan is the real property securing the
loan and any limitation thereon as may be provided for
through efuity participation; and hence no &éFiciency
jhdgment may be sought or granted in any civil action

invelving a reverse mortgage. ‘

3.5. Tenure Lean. - The term “tenure loan’ means a
loan which has no set term for maturity, but rather is
scheduled to become d,e upon the death o0f 211 mertgagor(s)
so long as they maintai fol the ‘secursed propverty as their
princival residence. 3 ) - -

§ 1l06-15-4 Approval for mortgage bankers and other
entities to make reverse mortgage loans.

4.1. Approval Regulrements. -- In addition to any
other recuirements of Wesgst Virginlia law, authorized lenders
must comply with the following reguirements before ofiering
reverse mortgage loans:

4.1.a. Everyv reverse mortgage lender authorized
hereunder shall maintaln a bond in favor cf the Commissioner
of Banking in an amount necessary to furnd all reverse
mortgage leoan reguirements anticipated over the next twelve
months for lecans then on the lendexr’s bocks and those
expected to e made over the next twelve months or three
million deilars (53,000,000), whichever is greater. The
terms of the bond shall be stated in a manner acceptable to
the Commis§ioner of Banking. The initial term of the bond
shall be at least two years. i

4.1.b. The company that provides the bhond as
regui ired in subdivision 4.l.a above may not be afiiliated .
with the lender and shall be authorized to make surety bonds
in the state of West Virginia.

8]




4.2, Minimum Capital Regquirement. -- The lender shall
maintain a minimum capital of five million dollars
(85,000,000 . S :

4.3. Parent Lender Capital Alternative Regquirement. --
A lender may rely on the capital of its parent ccocmpany or
institution to satisfyv the regquirements of subsection 4.2
of this rule above; Provided that foxr any yvear in which a
lender seeks to so rely, it shall provide to the Division of
Banking a certified financial statement cf the parent
showing a net worth of at least fifty million dollars
($50,000,000} as of the cloze of its most recent figcal year
and a binding written commitment from the parent tce the
lender to make a minimum of fiveé million dollars
{$5,000,000) available to the lender as a capital
contribution in connection with its reverse mortgage lending
program.

4.4, Exceptions. - The bonding and minimum capital
reguirements sel forth in subsections 4.1 and 4.2 of this
rule shall not apply to a lender that:

4.4.a. only originates reverse nortgage loans the
proceeds of which are fully disbursed at the loan closing;
or o - '

L£.4 .. only origlinategs reverse mortgage loans
which are structured tec provide for the purchase cf an
arnuity with pavments made to the mortgager(s) where:

4.4.b.1. the pavments are Ifunded solely by
the annuilty;

£.4.0.2. the pavments ccommence no more than
thirty days after the loan closing; and

4.4.5.3. the reverse mortgage loan principal
ig comprised only of the cogt ¢f the annuity or the payments
made to the mortgagor(s) that are funded by the annuity and
any financed feeg, costs and payments permitted pursuant to
section 10 of this rule.

4.5, hpplication for Authcorization-- In addition Lo
the finangizl reguirements set forith above, lenders that
seek to originate reverse mortgage loans shall apply by
letter to the Commissioner of Banking for authorization to
make such loans. In the absence cf an adverse notice or a
reguest for supplementary informaticn to the lender by the
Division of Banking within sixty davs of receipt by the
Division of Banking of a letter application and accompanving
documents, the lender may commence origlinating reverse
mortgage loans.




This letter atiplication in order to conier valid
authorization shall ceontaln the followlrg information and
documents as applicable: i

£.5.a. the name, address, telephone number, and
principal place of business of the lender;

4.5.b. the name of an executive officer _
responsible for the lender’'s reverse mortgage loan program;

£.5.¢c. the basis for any exempt*ons frem the
firnancial requirements set forth in subsections 4.1 and 4.2
of this zule sbove and documentation to SUDUOIu _such
exemptions;

4.5.84. if no exemption is claimed from subsection
4.1 of this rule, a copy of the bond agreement together with
the actual bond;

4.5.e. 1f no exemption iz claimed from subsection
4.2 of this rule, ar audited financial statement for the
fiscal vear most recently ending;

4.5.£. ‘a copy of the report issued by A. M. Best
Company for the underwriter of any bond or anticipatad
annuity;

4.5.g. the designation ¢f the Secretary of State,
or where the institution is chartered under federel law, the
designation of its primary federal regulatorv agency asg
agent for service .of process for any communication
concerning a reverse mortgage loan made to a West Vl*Glﬂla
regident;

£.5.01. a2 copy of any trust agreement entered itto
batween the lender and a trustees pursuant to subsection 6.
of this rule, priocr to sBuch trustee holding an annuity whi cb
funds any reverse mortgage lcan;

4.5.i. the name, address, telephene number, and
principal place of business of any trustee and a designation
by any trustee of the Secretarv of State, or where the
trustee institution ig chartered under federal law, the
degignation of its primary federal regulatory agericy as
agent for service of process for anv communication
concerning a reverse mortgage 1oan made to a West Virginia
resident; and -

4.5.3. such other infeormation and documents as
shall ke reguested by the Commissiconer of Banking.




§ 106~19-5 Procedures.

5.1. Toll-Free Telephone Number. - 21l lenders must
provide a toll-free telephone number and the name oI a
person to whom applicants and mortgagors may address
guestions, comments or complaints.

5.2. - 3oocks 2ud Records Retention. - all lenders shall
maintain their books and records relating to the making cof
reverse mortgage loans for a swx—yeaT period as set forth in
W. Va. Code 3 31A-4-35 in a manner permitting inspection by
the Commissicner of Banking. The Commissioner is authorized
to inspect such books and records upon reasonable notice.
Lencers shall beaV all costs and expenses relating to such
inspection.

5.3. DNotice of Agent for Service of Process. - The
lender shall disclose within the deed of trust its
designated agent(s) for service of process in connection
with any reverse morigage loan transaction, together with
the addreszs{es) thereof.

5.4. Mortgage Loan Forms. - All lenders shall, upon
recuest, furnish copies of its mortgage lcocan forms and other
documents_to the West Virginia division of kanking for
review. '

5.5. Telephone Applications Not Permissible. - No
lender shall accept telephones applicatlions, nrovided,
however, that this shall not limit & lender’'s ability to
solicit and accept inguirieg about its products from
potential borrowers.

§ 106-19-6 Requirements for reverse mortgage loans.

6.1. Security Instrument. -~ The security instrument
shall expressly and conspicucusly kear a legend identifving
the security as a reverse mortgage.

6.2. Single Family Dwelling. -- The reverse mortgage
loan must be secured by a first lien on real property
improved by a one-unit single family dwelling that is the
residence cf the mortgagor(s), the proczeds of which are
advanced to the mortgagor(s) during the life of the loan in
equal installments, in advances through a line cf credit oz

otherwise, in lump sums, or through a combination thereof.

6.2. Comply with Féderal Laws. -- All lenders must
comoly with all applicable federal laws and regulatiocns,
including but not limited to the applicable sections of the

h




Truth in Tending Act, the Equal Credit Ouportunity Act and
the Real Zgtate Settlemehit Procedures Act.

£€.4. Comply with State Laws. — All lenders must comply
with all appliicable state laws and *egulatﬂons, including
but not limited to the appllcabTe sections of the West
Virginia Consumer Credit and Protection Act

6.5. ..Aoplication Fee. -- Prior to the closing of a
reverse mortgage loan, the only charge a lender may collect
from an applicant is an.apblﬁcatlop fee which must be
designated as such and which may not be a percentage of the

rTRClpal amount of the lcan or amount financed. The fee
shall bpe reasonably related tc the services to be performed.

§.8. Loan to Valte Ratlo. -- The maximum loan to value
ratio for any loan projected at the time of loan closing
shall not exceed eighty percent (80%) of the anticipated
value of the properiy at anticipated loan maturity or at any
time prior thereto. The lgan to value ratio shall be
calculated by dividing the numerator, as defined helow in
sukcivisior. (2). of this subseciticn, by the denominater, as
defined in subdivision .(b)} hereof below.

5.6.a. Numerator of the Ratio. -- The numerator
of the ratio shall include all principal, all accrued lcan
interest, all fees, ¢dsts and payments incurred in
connectlion with the origlination of the loan including but
not limited to charges for the purchase of annuities, the
payment o real estate taxes and insurarnce to the sxtent
that an =e&crow account is egtablished to fund real estate
tax and ilnsurance obligations or the lender has committed to
advance funds to pav for such taxes and insurance on the
property securing the reverse morigage and any shared
appreciation assuming (1) no esarly prepavment of the reverse
mortgage loan, (i1i} any loan amcunts, such as credit lines
and reserve accounts, which mayv be drawn at the discretion
of the mortgagor(s) or by the lendezr are drawn fully at the
earliest copportunity., (iii} the current interest rate 1if
fixed or, if variable, the yearly average of the base index
and margln chosen by the leénder for the eight vear pericd
preceding the lcan closing and (iv) if applicékle, a
projected appreclation or depreciation rate for home prices
which ig detérmined by the same factor as 1s used in the
denominator set forith in subdivision (k) of this subsection.

£.6.b. Denominator of the Ratio. -- The \
denominator of the ratioc shall be determined by increasing
or decreasiqg the appraised value of the real property {as
determined at lcan closing by an independent certified or.
licensed zppraiser) by a factor that the creditor reasonably
believes will be the average annual increase or decrease in
the value of the rezl property securing the reverse mortgages




loan from fthe loan closing until the anticipated Loan
maturicy; Provided, however; that this factor shall in no
event exceed the average of the vearly changes in the
Consumer Price Index Zor Sqelte?__o; the elight vears
preceavpc the year in which the loan is made. (This
informaticn is published by the United States Department of

Labor.)

6.6.¢. Term Loan. -- For a term loan, the
anticipated lcan maturity shall be the date of maturity of
the loan. No term loan Tay have a matuTlty date o less

than ten vears.’

£.6.4. Tenure Loan. ~- For =z tenure loan, the
Commissioner of Banking may, in his or her discretion,
review and approve the data and assumptions used to
establish the anticipated loan maturity for each reverse
mortgage loan. -

£.7. Alternative to Leoan. tc Value Ratio. -- Ag an
alternative to subsection £.6 cf this zule above, the
parties may agree that the total obligation of the
mortgagor{s} to the lender arising from the reverse mortgage
lean shatl be no greater than eighty percent (80%) of the
actual value of the property at maturity or the amount of
the original loan mrincipal at loan closing whichever is
greater. The ELghty Dercent (80%) cap shall be exclusive of
any actual logses ingurred oy the lender as a direct xesult
of a breéeach of a loan covenant by the mortgagori{s). The
difference between the principal and accrued interest and
elghty percent (80%) Jf the actuidl value of the property at
maturity shall ne known as “equity parxticipation”.

£.8.. Right to Prepay. -- The mortgagcr{s) may prepay
any leoan without penalty at any time. The pavment cof any
fees or charges, sucli @% a termination fee, that otherwise
would be due at maturity without prepayment shall not be
deemed a penalty for these or any other purposes.

5.9. Attacnmenit Prohibition. ~- All lenders shall be
prohibited fxom using or attaching any property or asset of
the mortgég@r excegt the real preoperty sSecuring the reverse
mo*taage loan in satisfaction OF & reverse mortgagse
obligatio

6.10. Late Payment. -- In the event that a lender
fails fo make or remlt tc the mortgagoer (s) any payment
required under anv loan within fifteen (13) davs of its due

date, the lendex shall for;e_t the interest that would have
been earned on the outstanding loan principal for the entire
pericd during which pajments were suspended, ceased or made
late, and may be subject te other penalties as provided for
in*chapter 314 of this code.




§.11. Counseling and Information Services. -- All
lenders must deliver to all applicants a statement prepared
by the West Virginia division of banking on the advisability
and availability of indeperident counseling and Iinformation
services., In addition, no reverse mortgage loan commitmenti’
or arproval shall be issued by a lender until the applicant
presents a written statement that the terms of the reverse
mortgage loan have been explained by an attorney, a housin
and urban development certified counselor or any other
counseling service as indicated on the statement suppiied by
the West Virginia divisgion of banking. o

§.12. Resppraisal Reguests. -- At the end of the term
of a reverse mortgage loan, the mortgagor{s) may redguast
that the real property securing the lcan be reappralsed to
increass ‘the payvments made to the mortgager(s) or tec extend
the loan term.” Such reappralszl mayv be performed at the
lender’s sole discretion. In all cases the lender nmay
recuire the mortgagor(s) o pay the cest of such reapprailsal
in advance. In the event the wvalue ©f the property has
increased, the lender may chese to increase the loan
payments or extend the loan term where agreed to by the
mortgagor{(g) subiect to the following:

5.12.a. The lcan-to-value ratio limitations, as
determined pursuant to this rule as of the date on which the
increase or extension would begin, shall not be exceeded;
and ' - -

6.12.k. Any existing insurances coverage shall he
increased to insure the additional amounts tc be dus;

The mortgagor(s) shall execute all documents reasonably
requested by the lender and pay all reasonable. closing costs
associated with the increase in payments or the extension o©f
the loan term provided that such costs have been praviously
disclosed in writling tg the mortgagor{s).

6.13. Resgexve Account. -- The lender and the
nortgagor{s) may agree Iin writing te establish a reserve.
account which may be drawn upon by the mortgagor(s) or the
mortgagee to maintain the structural integrity of the real
Droperty, to pay real estate taxes or the premium on any
required insurance or for any perscnal expenses of the
mortgagori{s). The reserve account may bear Iintsrest at a
rate that i1s different from the interest rate on other
advances made pursuant to the terms of the reverse mortgags.
A lender mav only charge interest. on advances actually made
from the reserve account and not on the entire balance in
the reserve acceount.




6.14. Security Agreement Requirements. -- The gecurity
agreement must include the following:

6.1ld.a. a list of termination events;

£.14.b. the lender’s obligation to notify the
mortgagor (s) in writing of any event that could lead to
termination pursuant to subsection 9.1 and subdivigion %.2.Db
of this rule; and

£.14.c. the name of a third-party, if any,
designated by the mortgager (s) to whom the lender is
cbhligated to send written notice ¢of any event that could
lead to termination pursuant to subsection 3.1 and
subdivigion 9.2.b of this rule.

.15. Service of Foreclosure Documents. -- The lender
shall also proévide a copy of all foreclosure documents
served on the mortgagor(s) to such third party designated
in the =security agreement simuihaneouSTy with service on the
mortgagor (g), or notify in writing the County Clerk where
the property is located of its intent to commence )
foreclogsure procesdings ‘if the mortgagor has not named a
third party or if the third party can not be contacted.

§.15.a. If & third party has bsen named but can
not be contacted, then the lernder shall cause a notice of
the foreclosure to be published as a Class IT legal
advertigsement. in the county where the vproperty is located,
and shall retain in i1ts records an affidavit of posting and
proof of publication of the notlce reguired herein.

£.15.b. If reoavment is due as a resulc of the
death of the mortgagor(s), then the lender shall provide
notice in writing to the heirs, administrator, or executor
responsible for the property prlor to any foreclosure
action, which notice shall state:

6.15.b.1. The amount of the outstanding
balance;

6.15..2. That the debt must be pald in full
within thirty dayvs of the repavment notice to prevent
foreclosure proceedings;

£.15.0.3. That the estate may elect to vay
the debt in full pricr to foreclosure and thereby satisfy
the reverse mortgage obligaticn;

.i5.1.4. That it is the responsibility of
the estate, if it so desires, to arrange and pay for an
appraisal of the property prior te sale or foreclosure, and
that the only asset of the estate which may be used by the




lendex to satlsfy the lecan is the real property securing tbe
leocan and any limitation thereon as may ke provided for in
subsection 6.7 ¢ this rule. The notice shall also state
that no deficlency Judgment may be sought cxr granted in any
civil action involwving a reverse mortgade.

£.16. Interest Acgrual. -- Interest sghall only accrue
from the time_monies are advarnced to or on kehalf of the
mortgagor(s}. Accrued interest may be added to the loan

principal. .
£.27. Conditions Zfor Reverse Mortgage Lcans that
Feguire Annuity Purchase. -- A reverse mortgage loan which
provides for the purchase of an annuity ghall comply with

the following conditions asg applicable:

6.17.a. The company that issues the annuity must
have a rating of excellent or superior from the A. M. Best
Company and must be licensed by the State of West Virginia;
and : - :

€.17.b. If a trustee nholds the anmuity in trust
during the life of the mortgador(s), then

£.17.2.1. the trustee must be banking
organization or an insurance companrny which is incorporatced,
chartered, organlzed or licensed under the laws of & this
state or any other state or ube Unlted States; -

6.17.0.2 the truitee must either appoint the
Secretary of State, Or where the trustee Institution is
chartered under federal law must aopOL@t its primary federal
regulatory agency, as agent for service of progess for any
communication concerning a reverse mortgage loan made to a
West Virginia resident;

£.17.15.32. the trust agreement must provide
that it i1s governed ky West Virginia law;

L17.b.4.  pavments derived from the annuity
must be paid by the trustee or the insurance company
directly to the mortgagor(s) irrespective of whether the
pavment is made con benalf of the lender or investor; and

£.17.b.5. the mortgagor{s) must have a.
beneficial interest in the frust irrespective of whether the

lender or investor also has a beneficial interest in the
trustc.

§ 10e-15-7 Additiocnal features of reverse mortgage lcans.

o




7.1l. =Zscrow Account Zor Taxes and Insurance. —-- T
lender may maintalin an escrow account for purvoses of paving
real estate taxes and inpsurance on the real property
securing the loan. The calcuWatlon of these escrowed. .
amounts shall conform to the method provided by federal
laws, riles, or guidelines for other rezidential mortgage o
landers.

7.2. Shared kppreciation. -- The security agreement
may provide that the lander recelve a percentags of the
future appreciation of the real properiy securing the loan,
i.e., “shared appreciation®, in addition to or in lieu of
fixed or variZble rate interezst . Such appreciation shall
not be congidered interest for purposes of any law
regulating the maximum rate of interest which may be
charged, taken cor received. Loans which contain “eguity
participation” as provided for in subsection £.7 of this
rule may not provide for any other forms of equity sharing
or shared appreciation.

7.3. Mortgagor’'s Right to LiZetime Possession. -

wcept where the reverse mortgage has a set fixed term and
maturity date, all mortgagor(s) shall retain the right to
lifetime possession of the real property which serves as
security for the loan, as long as such real property remains
the mortgagor(g)’ principal residence and subject to the
conditions set forth in section 9 of this rule and W. Va.
Code § 47-24-4(g) .

7.4. MMortgage Insurance. -- The mortgagor{s) may =lect
to maintain_mortgage insurance for the priancipal and any
accrued but unpaid interest which insurance shall name the .
mortgagese as beneficlary. This insurance may not be
recquired bv the lender as a conditlon for granting a reverse
mortgage loan. Thise insurznce shall nct be offered by the
lender where the loan . is to be sold into the secondary
market and the lender has obtained a written commitment from
the investor prior to the loan closing to purchase such :
loan, and has arranged for the delivery of the loan £o the -
investor within forty-five days of the loan closing.

7.5. Lender’s Limited Waiver of the Right of
Foreclosure.. -~ Prior to offering reverse mortgage loans,
all lenders must prepare a form entitlsed “Lender’s Limited
Waiver of the Right of Foreclosure? for review and approval
by the Commigsioner of Banking to ensure that this document
sets forth the termination everts, as applicable, pursuant
to section 9 of this rule and W. Va. Code § 47-24-4(g).
This document shall be exeduted by the lender in connection
wilth the closging of everv reverse mortgage loan. The lender
shall Zurnish =z copy of the executed form to every
mortgagor (s) at cleging and shall keep the original form on
file for the life of the loan. :
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§ 106-19-8 Maintenance of real property securing the
reverse mortgage loan.

g.1. Structural Integrity. -- Mortgagor(s) shall bs
regulred to maintain the structural integrity ©of the real
property securlng the reverse mortgage loan in the same
corndition as the property ig in at the time of cloging or
after repvairs have been made for.which funds have been
digburzed or set aside-at closing for later disbursement.
For wurposes of this secticon, repairs necessary to maintain
the structural integrity shall be limited to repairing
structural problems threaterning the continued viability of
the structure ag z resgsidential unit and those matters which,
without repair, will threaten to materially damage the
property or its market value.

8.2. Lender Arrangement of Repailr te Maintain
Structural Integrity. -- If the mortgagor(s) fails to make a
repalr regquired to maintain the structural integrity of the
real property in a timely manner, the lender may arrange for
such repalr and pay fer it in the followiling wavs:

8.2.a. by deducting necessary amounts from a
reserve fund;

8.2.2. by withholding from one or more monthly
rayments otherwise duse to the mortgagor(s) no more than 25%
of ezch such monthly pavment; or

£.2.¢c. Dby adding the amount to the lcan
principal.

If =2 reserve fund has been established for xepalrs,
then the lender must first deduct the repailr costs from that
fund befoxe choosing whether to procesd according to option
() or (¢) above. If a reserve fund has not beesn ,
establishad, then the lender may chocse whether to proceed
according to option (b) or (c} or a combination therecf.

8.3. Lender Must Notlfiyv Mortgagor oI Repair. -- 2Prior
to making or charging the mortgagor(s) for a repair
necesggarxy to maintain the structural integrity of the real
property, The lender shall notify the mortgagor(s) of the
problem and, unless a threat of imminent danger to life or
Droperty axists, provide the mortgagor{s) ninety davs in
which to make the repairs. If the repairs are not completed
by the mortgagor(s) in a satisfactory manner prior te the
end of the appropriate pericd, the lender may take such
steps as it views reasonably necessary to maintain the
structural integrity of the real property and charge the
mortgagor (s) for all reasonable expenses. I an imminent
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canger to life or property exists, the lender may proceed to
preserve the structural integrity of the real properiy on as
little as forty-eight hours notice to the mortgager(s).

8.4. Lender Right to Inspect on Notice. -- The lender
shall have the right to inspect the real property securing
the loan on seventy-twc (72) hours notice o the mortcgagor
but not more often tharn is reascnably neceSsaryfto ensure
the continued structural integrity of the real property.

§ 106-19-9 Termination of reverse mortgage loans.

9.1. Termination Due to Non-temporary Absences. -- A
reverse mortgage loan may be termirated pursuant to W. Va.
Code § 4£7-24-4(g) (2) (B) where the mortgagor(s) ceases to use
the real property as his or her principal place cof residence
defined as living and gleeping quarters for more than €0
consecutive days in any 365 day veriod without notiifving the
lender and making arrangements satisfactory to the lender
for the maintenance of the real property and the anticipated
return ©f the mertgagor{s). The lencder’'s consgent to the
arrangements made pursuant to this paragraph shall not be
unreascnably withheld. )

9.2. "Termination Due to Events Jeopardizing Lender’s
Security. -- A reverse mortgage loan may only be terminated
by the lender pursuant Te W. Va. Code § 47-24-4(g) (1) (D) Zfor
the. following events as specified in the lcoan-documents:

$.2.2. the mortgagor(s) fails to pay real estate
taxes or maintain all ilnsurance reguired pursuant to the
security agreement.

9.2.a.1. If the mortgagoxr(s) fails to »pay
faxes or maintain all regquired insurance, then the lender
must within ten business days of learming of such event,
give written notice of such failure to the mortgager(s) and
the third-party, 1f any, designated by the mortgagor(s) to
receive nctice of any event that could lead to termination.
If the mortgagor{s) has not named a third-party or if the
third-party <a&n not be contacied, then the lender shall give
written notice cof such fallure to the County Clerk where the
Droperty is located. The lender must glive the mortgagor(s)
thirty (30) calendar days to cursg such failure. In
addition, the notice to the mortgagor(s) and the third party
must advise the mortgagor(s) of his or her right to cure.

9.2.a.2. The falilure to pay Laxes or
maintain 211 reguired insurance shall not be construed to be
a termination event unless the lender has complied with the
provisions set forth in varagraph (1) above.
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§.2. the mortgagor{s}’ (i) filing a voluntary
petition in bka ﬂkIUDLCY or effecting a plan or other
arrangement with creditors under ccurt supervision, (ii)
having an involuntary ne-‘“ior in bankruptcv filed against
the mertgagor that is not a*scnargec within 90 davs after it
is filed, or (1ii} azplyving for or permitting the
epoointment of a recelver, trustee or custodian for the real
oroperty securing the loan which is not discharged within 20
days after the date of appointment; provided, however, that
the appointment of & comservator, guardian, commitfee or
other fiduciary ¢f the person’to act on ths mortgagor(s)’
behalf in connection with a determination by a couxrt that
the mortgagor (s) is incompetent will rot Lerminate the loan.

9.2.c. the mortgagor(s) fails %o maintain the
structural integrity of the real property, as that term is
Gdefined in sé&fticon 8 of this rule. The lender shall be
required to make reasonable efforts to remedy any breach of
structural integrity »rior to a,Lermlnap1oq under . tnls

sukbdivision.

§.3. .  MNotification in Writing tc¢ Mortgagor. -- The
mortgagor(s or his or her estate shall notlfy the lender,
in writing, promptly upon (i) the sale or other transfer of
title. to the home securing the loap- (11} upon the
mortgagor’s death, or 1f there is more than one mortgagsr,
then upon the death of the last l;Vlng mortgagor; or (iii
the cccurrence 0f any event listed in subsections 8.1 or 9.2
of this section whicn would also cause the loan to
terminate. '

§ 106-18-10 Permitted fees, costs and payvments.

10.2. Permitted Initizl Fees and Charges. -- QOther
than principal, interest, shared appreciation and eguity
participation, lenders may chargs, in connection with the
origination of reverse mortgage loans, the following fees,
costs and payments, as applicable, at closing, and no other;
Provided that, the lender has dizclesed these charges
pursuant to section 11 ¢f this rule:

10.1.a. an application fes, which mav be collected
r to closing, as limited by the provisions of subsection
of this rulie; - ' )

10.1.b. a loan origination fee noi to exceed two
volints based on the value of the real Droperty securing the
reverse mortgage loan at the time of loan cliosing:

10.1.¢c. the cogt of document preparation which is
reasonably related to the services vrovided ag incurred and
raid to a third-party provider;




10.1.4. the cost of appraising oxr su*vevipg the
property as incurred and pald to a third-party providexr

10.1.e. the cost of a2 title examination, an
abstract of title or tiilie insurance ag incurred and paid
to . a. third-party provider;

10.1.£. the cost of a tax search fo¥ tawx liens
existing at the time ©f closing if such search is not
included in the title examinatlon as such cost is incurred —
and paid to a third-party provider;

10.1.g. the payment to discharge any existing
liens on the real property securing the loan as incurred and
paid tc a third-party;

10.1.5h. the cost of recording the reéverse mortgage
loan as incurred and paid to a third-party;

i0.1.4. the cost of actual att'r-ej gz fees
charged to the lender 4n connectlion with the closing of such
loan as incurred and paid to a third-party providecr;

10.L.3. . the <cost of a credit repoxit as incurred
and paid to a third-party provider; -

10.1.%k. the cost of a flood zone search as
incurred and paid teo.a third-varty provider;

10.1.1. the ccst of an inspection to be paid in
connaction with the originaticn of the lcan but not
gubsegurent ©o the leoan closing as incurred and paid to a
third-party provider; : -

10.1.m. the payment o purchase an annulty as
incurred and palid to a third-party;

i0.1.n. the payment feor any repalvs contracted
for at or before rh& load closing irrespective of whether
such repairs are completed at time of closing and/or whether
the funds are held in escrow as such payments are incurred
and gpald to a third-party;

10.1.0. & one-time payment for a tax reporting
service as incurred and paid to a third-partyv:

i0.1.p. the cost of purchaszing mortgage ingurance
as incurred and wpaid to a third-party provider

10.1.g. the payment of real estate taxes and
property ilnsurance as incurred and pald te a third-party;
and )




10.1.r. the cosi of mortgage brokerage services,
not te exceed three pointg based oo the value of the real
proverty securing the reverse mortcage loan at the time of
loan closing a8 incurred and paid to a third-party provider.

10.2. Subsequent Permitted Fees and Charges. ---During
the life. of the loan, lenders may charce the following fees
or regulre the mortgagor({s) to incur the following costs or
payvments:

10.2.a. the cost of purchasing any additicnzal
mortgage insurance as agreed to by the parties;

10.2.b. the costs to maintain the structural
integrity of the real preperty securing the lcan in
accordance with section_-3 of this rule;

1C.2.¢c. . the costs of any appraisal for the
refinancing or extension of the lcan in accordance with
subsecition 6.12.0f this zule;

10.2.4. the pavment of real estate taxes and
property insurance; -

10.2.e. .& monthly servicing and administrative
fee oI not mere than $30 as agreed. to by the parties.

10.3. Terminpation Fee. -- At termination of the lean,
lenders may charge a termination or maturity fes wnich shall
be the actual. cost of arranging for the sale or foreclosure
of the rezl property seClring the loan. Such fee may
include actual broker’s fees, advertising costs, moving
and/or storage costs and legal_ and other fees representing
actual fees or costs.charged to the lender.

10.4. Teeg Lor Zscrow Account Impermissible. --
Lemders may not charge any fees for the estabnlishment,
maintenance or termination of an escrow account with respect
Lo any reverse mortgage loan.

§ 106-19-11 Required disclosures for reverse mortgage
loans.

11.31. Disclecsure Reguirements. -- Prior te accepting
an application for any lcan, but in any event prior o a
lender accepting an_application fee, a lender must disclose
toc each loan applicant the following information, as is
relevant to the tyvpe 0of loan being oifered:

11.1.a. The fcllowing notice, or a notice to like
effect: ’
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YOU SHEOUZD CCNSULT YQUR TAX, LEGAL OR FINANCIAIL
ADVISERS CR CONSULT WITH APPROPRIATE AUTHORITIES
REGARDING ENTITLEMNENTS AND TAY AND ESTATE PLANNING
CCONSZQUENCES OF A REIVERSE MORTGAGE LOAN,

Tn addition, the lender shall furnish the applicant
with a statement prepared by the West Virginia Division of
Banking concerning the availability and advisability of
independent counseling and infermation services. :

1i.1.b. The lender’s Loll free telephone number
and the name of a person to whom aprlicants and meortgagers
may address qQuestions, comments or complaints.

11l.1.¢c. A notice that the mortgagor{s) or .
applicant can submit written camplaints to the West Virginia
Divigion of Banking, State Capitcl Complex, 1900 Xanawha
Boulevard East, Building 3, Rcoom_ 311, Charleston, West
Virginia, 25305-0240. :

1i.1.8. 7The events which would terminate ox
accelerate the loan and an explicit warning, if applicable,
that the mortgager{s) may be compelled to move out of his or
her home at the explration of the lcan term or upon
acceleration of the loan.

11.1.e. If applicakle, that the loan vrovides for
the lender to receive a percentages of the future apvreciated
value_of the property. 1.e., “shared appreciation”, what
that percentage 1s, and the lender’s method of calculatin
guch amount.. Ia addition, the lender shall gprovide both a
narrative explanaticn and an example of the application of
its methodclogy. This example must uge as its projecied
real estate appreciation or depreciation rate for home
prices the average of the yearly changes in the Consumer
Price Indsx for Shelter for the South Reglon of the United
States for the eight vears preceding the yvear in which the
loan is mads. '

11.1.£f. Interest accrues from the time monises are
advanced to or on behalf of the mortgagor{s) and whether
accried interest is added to the loan principal.

11.1.g. The only asset of theé mortgagor(s) which
may be used by the lender to satisfy the lecan is the real
property securing the loan and any limitation therecn as may
be provided for in subsection 6.7 of this rule. No
deficiency judgment may be scught or granted in any civil
action invelving a reverse mortgage.

1li.1.n. The loan may be prepald at any time
without penalty. The lender must specify how the value of




the home at the time ¢f nrepavment will be determined and
the method by which the then cutstanding leoan balance will
be prepaid. '

11.1.1i., All feeg, costs and pavments to be paid
by the mortgagor{s) and whether the zpplication-feea, loan
origination fee, and/cr broker fees are non-refundable.

11.1.3. The mortgagor(s)’ right to designate =
third party wnom the lender would notilify in writing of any
event that could lead to termination of the loan and toe whom
the lender must furnish a copy of any foreclosure documents.

11.1.k. & descriptlion_of any conditions ox
limitations in connection with the refinmancing or extension
of any 1loan, and 1I applicable, the mortgagor(s)’ xright to
refinance or axtend the loan.

11.1.1. The interest rate(s) to be charged om the
outstanding principal under any loan and whether the rate(s)
are fixed, wvariibleé or both. In addition, in a term loan
with a fixed rate of interest, the lender shall disclose the
total interest payable con the loan principal, assuming
maturity of the loan at expiration of the term. In a term
loan with a wvariable rate of interest, the lender shall
disclose the estimated total interest gpavable on the loen
vrincipal using the vearly average of the base index and
margin chosen by the lender for the eight vear periocd
preceding the loan closing and assuming the maturity of the.

lcan at expiliration of the term. For tenure reverse mortgage
loans, the same disclosures shall be made, except that
maturity shall be assumed at the actuarial 1ife expectancy

of the mortgager, or, if there is more than one mortgagor,
the younger o<f the mortgagors.

11.1.m. The following notice, oxr a rnotice to like
efiect: .

THE LENDER MAKING THIS REVERSE MCORTGAGE LOANS IS
IN COMPLIANCE WITH THE CRITERIA ESTABLISEED BY THE
COMMISSIONEERE OF THE WEST VIRGINIA DIVISION OF
BANXING FOR THE MARING OF SUCH LOANS.

11.1.n. If applicable, the availability of an
annuity, whether an annuity will be regquired, and if there
iz arn annuity, when the annuity pavments will commence, who
will own the annuity and the affiiiaticon, 1f any, between
the lender and the company from which the annuity is
purchased. : '

11.1.0. Whether an escrow account will be
established, for what purposes and when the account will be
terminated.
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11.1.p. Whether a reserve fund will be
established and for what purposes.

11.1.g. Whether and what type(s) of ilnsurance
wlll be required and the cost of any premiumnms.

11.1.r. Whether the mortgage kroker or any entity
acting in a mortgage brokerage capacity, as a general
business. practice, utilizes the services of twa or fewer
lenders, and if so, the name(s) cf the lender(s).

11.1.8. If applicable, that the lcan provides for
the lender to recelve “gquity participaticon”, the maximun
total percentage onligation of the mortgagor(s) to the
lender arising Irom tThe reverse mortgage loan, the minimum
amount due at closing, if any, and what is ipcluded and what
is excluded from these amounts. _In addition, the lender
shall provide both a narrative eXDWanaulon and an example
demonstrating equity participation; and shall, if
applicable, provide such explanation and demonstration of
anticipated shared appreciation.

11.1.t£. Such additional information as.the lender
believes appropriate, as TOEg as such information is
complete, accuratse and not misleading.

11.2. Digclosure Reguizement Procedures. -- Items {(a)
cthrough (g} listed in supsectlion 11.1 above of this rule
must be furnished te the mortgagor(s) on a separate sheet.
Items (&} through (f) listed in subsection 11.1 ahove of
this rule must be furnished to the mortgagor(s) on a
separate sheet and in bold type.

L1.3. Counseling Infdrmacion. -- Prior to an
applicant’'s recelving counseling pursuant to subsection
6.11 of._this rule, the lender shall furnish for term loans,
2 schedule of estimated payments to the mortgagor(s) and the
total payment in dollars over the term of the loan. For
tenure loans, a schedule of estimated payments to the
mortgagor (s} shall be furnished. The lender shall label
such schedules as “estimates”..  The lender shall make the
foregoing disclosure priocr to or SLmul;apeouslv with the

approval of the applidation.

11.4. Notidé& in Writing Regarding Move-out. -- Six
months prior to the end of a term loan, the lender shall
disclose, in writing, if applicable:

l1l1.4.a. that the mortgagov(s) will be reéspensible.
to make real estate tax and insurance prayments; and
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11.4.». that the mortgagor(s) will have to vzacate
his or her home upon the expiration of the term and the
exact date that such move-out is reguired.

§ 106-19-12 Availability of reverse mortgage loans.

12.1. Advertising and Promoitional Materials. --
Lenders shall maintain coples of all advertising and
promotiorngal materials for all reverse mortgage loans for a
period of two vears commencing from the first date that the
material was used to golicit reverse mortgage loans.

12.2. Retentiocn of Applicatiocons.-- Lenders must
maintain an application log for z2ll applications. In
addition, the lender must maintain rejected mortgage
applications files for a minimum of twenty-Ifive menths Irom
the date of notice gf the rejection.

§ 106-19-13 Administrative penalties.

13.1. Digciplinary Action. -- Any person may be
subject to disciplinary action as may e determined to be
appropriate by the Commissioner of Banking or the West
Virginia Board of Banking and Financial Institutions for
viclaticns of these rules or the reversse mortgage laws as

vrovided in W. Va. Code § 47-24-8{(a). Such peénalties may
include civil money penaltilies where imposed by a court or
ctherwise agree to by the parties. It shall be a violation

of these rules to engage in a pattern of cornduct that
demonstrates the lender’s gross incompetence or dishonesty.
Such conduct includses but 1z not limited to a pattern of
unjustified late payments, the failure to provide proper
disclosures, the receipt of unauthorized fees, the failure
to maintain the reguired_ line cf credit, any vioclation of
the preocedures set forth above and the failure to perform
all reguired duties in an honest, fair and reasorable
manner: o

13.2. Aduministrative Hearing., - Prior to the
Commissioner of Banking revoking a lender’s license, charter.
or approval tc make reverse mortgage lcans pursuant Lo
section 4 of this rule, he or she shall hold an.
administrative hearing. Revocation may also be ordered
after an administrative hearing by the West Virginia Board
of Banking and Financial Institutions.

§ 106-19-14 BSpecial provisions regarding payment of real
estate taxes and ingurance.
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l4.1l. Insurance Selectlion. -- Mortgager{g) shall have
the right to choose a property insurer(s) subject to the
lender‘s consent which shall not e unreasonably withheld.
If the mortgagor{s)} fails te chooge a property insurer(s) in
a timely manner or if the. ingsurer(s) is not acceptable to
the lender, then the lender mavy insure the property with a
carrier(s) of its choice.

14.2. Advance Funds for Taxes and Insurancs. -- If
there is no escrow account, then the lender may advance the
funds necessary to pay for such coverage or to pay real
estate taxes and to reimburse itself in the following ways:

14.2.a. by deducting necessgary amounts from a
regserve fund;

14.2.b. Dy withholding from one or more monthly
payvments otherwise due to the mortgagor{s) no more than 25%
of each such mornthly pavment; or

14.2.¢c. by adding the amount to the loan
principal.

If a rezerve fund has bheen established, then, to the
extent possible, the lender must reimburse itself from such
fund before choosing cption 14.2.b or 14.2.c above. If a
reserve Ifund has not been ,estalkilished, then the lender may
chooge whether to proceed according to option 14.2.b or
14.2.¢ or a combination therecf. .

§ 106-19-15 Aggregate locan limits for certain lenders.

15.1. 2Aggregate lcocan Iimigs. -- Mo West Virginia
state-chartered bank or credit uniocn sghall retain as an
asset reverse mortgage loans in an aggregate amount
exceeding ten percent of the instituticon’s capital,
undivided profits and surplus.

15.2. 2amount Explanation. -- For purposes of complying
with this secticn, the amount of. each reverse mortgage loan
shall be deemed to be thse loan balance at anticipated loan
maturity which is not guarantesed or insured as to loss of
principal by the United States government or an agency
thereolf. - ’ -




