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CONSENT TO FILE RULE

August 28, 1996

TO WHOM IT MAY CONCERN:

Tile of Rule: Rules for Reverse Mortgage Loans

Title Number: 106

Series Number: 19

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

w .
Siened Lhiszy day of @C %«A_/'" . 1996,
Q@gm?_f ¢ ‘ /g//_"/ //
James H. Paige I
%ecretaxy of Tax & Revenue%/g%‘“——’ :
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DATE.: August 28, 1996
TO: LEGISLATIVE RULE-MAKING REVIEW COMMITTEE
FROM: WYV Division of Banking

LEGISLATIVE RULE TITLE: Rules for Reverse Mortgages [106 CSR 197

1. Authorizing statute(s} citdtion W. Va. Code § 47-24-8(b)

2. a. Date filed in the State Register with Notice of Heartng/ Comment Period.

July 19. 1696

b. What other notice, including advertising, did you give of the hearing?

Sent to each person/business on the WYV Division of Banking's “Official

Notification” list.

c. Daite of Heasinslsy Comment Period _ July 22, 1996 to Aug. 19. 1996.

d. Attach list of persons who appeared at hearing, comuments received, amendments,
reasons for amendments.

Attached - No comments received X

e. Date you filed in State Register the agency approved proposed Legislative Rule
following public hearing: (be exact)

August 28. 1996

f. Name and phone number(s) of agency person{s) to contact for additional
information: B ) -

Timothy Winslow 558-2284




If the statute under which you promulgated the submitted rules requires certain
findings and determinations to be made as a conditicn precedent to their
promulgation:

a. Give the date upon which vou filed in the State Register a notice of the time
and place of a hearing for the taking of evidence and a general description of the
issues to be decided.

N/A

N/A

b. Date of hearing: N/A

¢. On what date did you file in the State Register the findings and determinations
required together with the reasons therefore?

N/A

d. Attach findings and determinations and reasons:

Attached N/A




DIVISION OF BANKING

(304) 558-2294

Building #3, Room 311 e State Capitol Complex e 1900 Kanawha Blvd., East e Charlaston, WV 25205-0240 e FAX: (304) 558-0442

COMMISSIONER OF BANKING
RULES FOR REVERSE MORTGAGE LOANS
106 CSR 19

Summarv of Proposed Rules

The proposed legisiative rules are offered due to the addition to the West Virginia
Code of the Reverse Mortgage Enabling Act which mandates that the Commissioner 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 make 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 4 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




DIVISION OF BANKING

o ‘ 304) 558-2294
Building #3, Room 311 e State Capitol Complex « 1900 Kanawha Blvd., East « Charleston, WV 25305-0240 ¢ FAX: §304§ 558-0442

COMMISSIONER OF BANKING
RULES FOR REVERSE MORTGAGE LOANS
106 CSR 19

Statement of Circumstances

The proposed legislative rules are required by the additon to the West Virginia
Code of the Reverse Mortgage Enabling Act which mandates that the Commissioner of
Banking promulgate 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 elderty homeowners to meet their
financial needs by accessing the equity in their homes through a reverse mortgage.

E.E.Q/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 |[s¢ |50 ' $0 $0 $0
TOTAL COST
PERSONAL o |lo 0 0 0
SERVICES
CURRENT 0 0 0 0 o
EXPENSES
REPAIRS & o |0 0 0 0
ALTERATIONS
EQUIPMENT 0 0 o 0 0
OTHER 0 ' |0 o 0 O
2. Explanation of above estimates:

The rules merely clarify and conform to the statute.

3. Objectives 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 [oans

4, Explanation of Overall Economic Impact of Proposed Rule.
Al 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:

Mortgagors acquiring reverse mortgage loans will be able to access the
equity in their homes.

Date: _ 00/;_3/ 76

Signature of Agency Head or Authorized Representative:




106CSR19

TITLE 106
LEGISLATIVE RULE
WEST VIRGINIA DIVISION OF BANKING

SERIES 18 :
RULES FOR REVERSE MORTGAGE LOANS

§ 106-1%-1 General.

1.2. Scope. - These regulations establish general
rules implementing and supplementing the “Reverse Mortgage
Enabling Act,” West Virginia Code secticn one through eight,
article twenty-four, chapter fortyv-seven (§ 47-24-1, et
seq. ) .

=
o
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Authority. - W. Va. Code § £7-24-8(Db).
1.3. Filing Date. -

1.4. . =ffective Date. -

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

2.1. Coverage. - These rulaes govern the akility of
banks, gavings institutions, credit uniors and their
eligible affiliates to make oQr participate in reverse ,
moertgages pursuant to-W. Va. Code § 47-24-1 et seg., and in
connection therewith, to caompound interest.

2.2. Exclugiong. - Thege rules ghall nct applyv to
persons making reverse mortgage loans under a program
authorized by and under the supervision o a federal
governmental agency ar federally sponsored morigagse
enterprise {e.g., EUD or Fannie Mae) which program has besn
certified by the Commissioner of Banking and otherwise meets
the criteria set forth in W. Va. Code § 47-24-8(c).

§ 106~-19-3 Definiticns.

3.1. Affiliated. - - The term “affiliated” when used in
connection with a financial ingfitution means any company
which controls, is contrelled by, or is undexr common control
with that institution or, is the ultimate parent holding
company of that institution. '




3.2. Authorized Lender. - The.terms “authorized
lendex” or “lender” shall _mean an¥y bank, savings
instituticn, or credit union in Wesgt Virginia or an
eligiple affilizte theredf which is avproved by the
Commissioner of Banking to make reverse mortgages..

3.2. Morigagor.. - The Term “mortgagor” reiers to a
tenant who is sixty-two (62) vears of dge or older, or if
the real proferty is held by tenants by the entirety or by
joint tenancy, the voungest of whom is sixty-two (62), who
own their own homes free and ¢lear or with 1nsumstantwal
outstanding debt encumbering their real estate. -

3.4. Nonrecourse Loan. - - The term “nonrecourse loan”
when. used in connection with a reverse mortgage loan means
that the only. asset of the estate which may be used by the
lender to satisfy the loan is the real property securing the
loan. and any liﬁitat*on thereon as may be provided Zor
through egulty participation; and hende no deficiency
Judgmeru may be sought or graﬁted in any ciwvil actlon
involving a reverse mortgage. ) . )

3.5.. Tenure Loan. - The term “tenure loan” means a
loan which nes no set term for maturity, »but rather 15
scheduled to become due upon the. death of all mortgagor(s)
so long as theyv malintain Lhe secured property as thelr
principal residence.

§ 106-~19-4 Approval for mortgage bankers and other
entities to make reverse mortgage loans.

4.1. RApproval Requirements. -- In addition te an
other requirements of West Virginia law, authorized lenders
must comply with the following requirements before offering
reverse mortgage loans: -

4.1.a. Every reverse mortgage lender authorized
hereunder shall maintain a bond in favor of the Commissioner
of Banking in an -amount negessary to fund all reverse
mortgage loan reguirements antigipated over the next twelve
months for Loans then on the lender’s books and those
expected to ke made over the next twelve months or three
million dollars {($3,000,000), whichever is greater. The
terms of the bond shall be stated in a manner acceptable To
the Commissioner of Banking. The initial term of the bond
shzall be &t least two years. oL

4.1.b. 7The company that provides the bond as
recuired in subdivision 4.1.a above may not be affiliated
with the lender and shall bea authorized to make surety bonds
in the state of West Virginia.

[ 3]




4.2. Minimum Capilital Regulrement. -- The lerder sqall
naintain a minilmun capital of fiwve m;=llon aoTla?s -
($5,000,000) . ;

L.3. ©Parernt Lender Capital Alternative Regquirement. --
A lernder may rely on the capital cof its parent company or
institution.to satisfy the reguitréments of subseciion 4.2

of thiz rule above; Provided that for any yvear in which a
lender seeks to so relyv, it shall provide to the Division of
Banking a certified Zfinancial statement of the parent
showing a net worth of at least fifty million dollars
(830,000,000} as of the close of its mest recent fiscal year
and a binding written commitment Zrom the parent to the
lender to make a minimum of five million dollars
($5,000,0007). available to the lender as a capital
contrlbublgn in connection with its reverse mortgage lending
program. B
4.4. Exceptions. - The.bonding and minimum capital

requirements set forth ir subsections 4.1 and 4.2 of this
rule shall not apply to a lender that:

4.4.a. only originates reverse mortgage lcocans the
proceeds of which are fully d souvsed at Lﬁe loan closing;
oY - —

1.4.0. only originates reverse mortgage loans
which are structured to prévide for the purchase of an
annuity with payments made to the meortgagor(s] where:

4.4.p.1. the payments are funded solely by
the annuity

4.4.b.2. the paymenis commence no mere than
thirty days after the loan closing; and

4.4.9.3. the reverse mortgage loan principal
is comprised only of the cost of the annuity or the payments
made to the.mortgagor{s) that are funded by the annuity and
any financed feesg, costs and pavments permltted Dursuant to
section 10.0f this rule.

4.5. 2Aapoplication for Autharization-- In addition to
the financial requirements set forth above, lenders that
seek to originate reverse mortgage loans shall apply by
lester to the Commissicner of Banking for autheorization to
make such loars. In the absence of an adverse notice oxr a
reduest for supplementary information to the lender by the
Divigion of Banking within smxby days of recelpt by the
Divisior of RBanking of a letfer appllcatﬂor and accomoanv1rg
documents, the lender may comtierice originating reverse
mortgage loans.




This letter aprlication in order to confer wvalid
authorization shall coifitain the following information and
documents as applicakle: .

£.3.a.. the name, address, telephone number, and
orincipal place of business. of the lender;

£.5.b. the name of an executlve officer
responsible for, the lender’'s reverse mortgage loan program;

4.5.¢c. the basis for any exemptions from the
financial récuirements .set forth in subsections 4.1 and 4.2
of this rule above znd dogumentation to support such
exemotions;

.5.4. if no exemption is claimed from subsection
4.1 of this rule, a copy of the bond agreement together with
2

actual band;

4.5.e. 1f no exemption. i1g ¢laimed from subsection
4.2 of thls rdle, an aUdited financial statement for the
izcal vear WoEt_zscently ending;

4.5.f. a copy of the report issued by A. M. Best
Compatty for the underwriter ¢f any bond or anticipated
annuity; - ’ '
4.5.g. the degignation of the Secretary of State,
or where the institltion is chartered under Zederal law, the
designation of its primary federal reculato*y 2gency as
agent for service of process for any communication
concerning a. reverse mertgage loan made fo a West V*rgwnla
residaent; } S :

4.5.h... a copy of any trust agreement entered into
between the lender and a trustee pursuant to subsection 5.17
of this rule, prior to such trustee holding an annuity which
funds any revéersze mortgage loan;

.5.1. .the name, zddress, telepghone number, and
principal place of business ¢if any trustee and a dssignation
by any trustes of the SecveLary of State, or where the )
trustee lﬁStltLtlQn,lS chartered under federal law, the
designation of its primary federal 1’er_:ﬂ_lla&.ory ageqcy as
agent for service of process Zor any communication
concerning a reverse mortgage loan made to a West Virginia
resident; and '

4.5.7. such other information and documents as
ghall be reguested by the Commissioner of Banking.




§ 106-19-5  Procedures.

5.1. Tcll-Free Televhone Number. - All lenders must
provide a toll-free telephone number and the name of a
person to whom applicants and mortgagors may address
cuestions, comments Qr complaints. o

5.2. Bdéoks and Records Reteption. — A1l lenders shall
maintain their books and records relating fto the making of
reverse mortgacge loans for a six-year period as set forth in
W. Va. Code § 31A2-4-35 in a manner permitting inspection by
the Commissicner of Banking. The Commissioner lg authorized
to inspect such bocks and records upon reasonable notice. _
Landers shall bear.all costs and expensas relating to such
inspection. - — - -

5.3. TNotice of ‘agent for Serfvice of Process. - The
lender shall disclose within the deed of trust its
designated agent(s) for service of process in connection
with any reverse mortgage loan transaction, together with
the address(es) thereof. i

5.4. Mortgage Loan Torms. — All lenders shall, upon
reguest, furnish copies. of its mortgage loan forms and other
documents o the West Virginia division of kanking for

review.

5.5. T&lephoné Applications Not Permissible. - No
lender shall accept telephcne applications, provided,
however, that this shall not limit az lender’s ability to
solicit and acceot inguiries akolit its products from
potential horrowers. .. .. - : '

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

5.1. Segurity Instrument. -- The security instrument
shall expressly and conspicdlously bear a legend iddentifying
the security as a reverse mcrtgade.

§.2. Single Family Dwelling. -- . The reverse mortgage
loan must be .secured by a first lisn on real property
improved by a one-unit single family dwelling that is the
residence of the mortgagor{s), the proceeds of which are -
advanced to the mortgagor(s) during the 1ife of the loan in
equal installments, in advances through a line of credit or
otherwise, in lump sums, or through a combination thereof.

6.3. Comply with Federal Laws. -- ALl lenders must
comply witn all applicable federal laws and regulations,
including but not limited to the applicable sections of the




Truth in Lending &ct, the Egqual Credit Opportunity Act and
the Real =Zstate Settlement Procedures Act.

6£.4. Comply with Ztate Laws. - All lenders must comply
with all apvlicable $tate laws ahd Fregulations, including
but not limited to the azoplicable secticns of the West
Virginia Consumer Credit and Protection Act.

6.5. Application Fee. -- Prior to the closing of a

reverse mortgage locan, the only charge a lender may collect
from ar applicant is an application fee which must be
desigrated as such and which may net be a percentage of the
prﬂpc1pal amount. of the loan or amount financed. The fee-
skall be reasonably related To the services to be perZormed.

.5.  Loan to Valus Ratio. -- The maximum Llcan tc valus
ratioc for anv loan projected at the time of loan cleosing o
shall not exceed eighty percent {80%) of the anticipated . i
value of .the property at anticipated loan maturlty or at any
time prior thereto. The loan to value ratio shall be
caleulated py dividing the numerator, as defined below in
subdivision {(a) of this subsection, bv the denominator, as
defined in subdivision (b) héreof bhelow.

6§.678a. Numerator of the Ratio. -- The numerator
of the ratio shall include all principal, all accrued loan
interest, all fees, costs and payments lncurred in
connection with the origination of the lecan including but
not limited to charges for the purchase of annuities, the
pavment of real estate Laxes.aqd insurance Lo the extent .
that an escrow actount is established te fund real estate -
tax and insurance obkligatiocns or the lender has commit ted to
advance funds to pay for such taxes and insyrance on the
pvoperpy secuzing the reverse mortgage and any'shaved
appreciation assuming (i) no early prepayment of the reverse
mortgage loan, (il) any loan amounts, such as credit lines
and reserve accounts, which may be drawn at the discretion
of the mo7tcacov(s) or by the lender are drawn fully at the
earliest oppvortunity, (iii) the current interest rate 1f .
fixed or, if variable, the yearly average of the base index B
and margin.c%osen by the lender fox Lhe,e;ght vear period
preceding the loan cloging and (iv) if applicable, a
progec;ed appreciation or depreciation rate for home prices
whnich is determined by the same factor as is used in the
denominator set forth in subdiyision (k) of this subsection.

.6. 5. Denominator of the Ratic. -- The
denominator of the ratlio shall be determined by increasing
or decreasing the appraised value of the real property {(as
de;ermined at loan closing by an independent certified or
iicensed appraiser) hv a factor that the creditor reasonably
believes will be the average annual increase or decrease in
the walue of the real property securlngﬁtnem;everse mortgage




loan from the loan closing untilil the anticipated loan
maturity; Provided, however, that this factor ghall in no
avent exceed the average of the yearly changes in the
COhEﬁmer Price Index for Shelier for the eight years
preceding the yvear in which _the loa1 is made. ~ {This
information-is published by the United States Department of
Labor.)

£.6.c. Term Loarr, —-- For a term loan, .the
anticipated loan maturity shall e the date 6f maturity of
the leoazn. No term loan mav have a maturity date of less
than ten_vyears.

£.6.4. 0 Tendfe Loan. -- For a tenure loan, the

Commissionsy &f Banking may, in his or her discretion,
raview and aporove the data  and assumptions used to
establisgh £he anticipated loan maturity for each reverse
mortgcage loan. - . - . .

5.7. Alternative ko Loan to Value Ratlo. -- As an
alternative to subsection 6.6 of this rule above, the
parties may agree uqap the total obligation of the
mortgagor{s) to the lender arising from the reverse mortgage
loan shall ke no greater than eighty percent (80%) of the
actual value of the property at maturity or the amount of
the original Iocan principal at lcan closing whichever is
greater. The eighty percent (80%) cap shall he exclusive of
any actual losses incurred by the lender as a direct result
of a _breach of a loén coverlant by, the mortgagor{s). The
difference between the principal and accrued interest and
eichty percent (80%) of thd attual value of the proverty at
maturity shall be known as “eguity participation”.

£.8. Right to Prepay. -~ The meortgagor(s) may »repay
any loan without penalty at any time. The pavment of any
fees &r charges, such &% a terminaticn fee, that otherwise
would be due at maturity without prepavment shall not be
deamed a penalty foxr these or any cother purposes.

§.%. Attachment Prohibition. -- 21l lenders shall be
prohibited from using or attaching-an y'nroperuf or asset of
the mortgagor except the real property securing the reverse
mortgage loan in- satlsfactlon of a revarse mortgage
obligaticn.

.10. Late Payment. —-- In the event that a lender
fails to make or remit to the mortgager (s) any payment
required under any lcoan within fifteen (15) days of its due’
date, the lender shall forfeit thé interest that would have
been earned on the ocufstanding loan principal for the entire
reriod during which payments were suspended, ceased or made
Tate, and may be subject to other DenaTtles as provided for
in chapter 212 of this code.




5,11 Counseling ard Information Services. -- A1l
lenders must deliver to all applicants a statement prepared
bv the West Virginia division of banking on the advisability
and availability of independent counseling and information
services. In addition, né raverse mortgage loan commitment
or approval shall be issued by a lender until the applicant
pregents a wr;tben statement that the terms o the reverse - -
nortgage lcan have been explalred by an attorney, a housing
and uvrpan development certified counselor oxr any other
counseling service as .indicated on the statement supplied. by
the West Virginia division of banking.

§.12. Reappraisal Reduests. -- At the end oi the term
of a revverde moridage locan, the mortgager(s) may reguest o
that the real property securing the loan be reaprralsed to.. B L
increase the pavmenis made to the mortgager(s) or to extend )
the loan term. Such reappraisal may be performed at the

lender’s sole discretion. In all cases the lender may
require the mortgagoris) to pav the cost of such reappraisal
in advance. In the evenit the value of the property has

increased, the lender may chose to increase the loan .

payments or extend the loan term where agreed to by the

mortgagor(s) subject to the following: o
£.12.a. The loan-to-value ratic limitations, as

deternined pursuant to _this ruleée as of the date on which the ' -

ircrease or extension would begin, shall not be excesds=d;

and I ’ i

6.12.b. Any existing insurance coverage shall be
increased to insure the additional amounts to be due;

The mortgagor({s) shall execute all decuments reasonably
regquested by the lender and pay all reasonable closing costs
associated with the increase in payments or the extension of -
tne loan term provided that such costs have been previously '
disclosed in writing to the mortgagor(s).

§.13. Reserve Account. -- The lender and the
nmortgagor (s} may agree in writing to establish a reserve } .
account which may be drawn upon by the mertgager(s) oxr the S
mortgagee to maintain the structural integrity of the real
property, Lo pay real estate taxes aQr the premlum on any
required insurance or for any personal expenses of the
mOV:gagor(s) The reserve account may bear 1ng,e'r‘est at a
rate that is different from the interest rate on other
advrances made. pursuant to the terms of the reverse mercgage.
A lender mav only charge interest on advances actually made
from the reserve account and not on the entire balance in
the resexve account.




6.14. .Security Agreement Reguliremsents. -- The security
agreement must include the following: L

.

€.14.a. a list of termination events;

.14 . the lender‘s c¢bligation to notify the
mertgagor({s) in writing of any event that cculd lead to
termination pursuant to subsectlon 9.1 and subdivision 9. 2.5
of this rule; and

6.34.¢. . the name of a third-party, if any,

desigﬁated v the moftgagor(s) to whom the lender is
cbligated to send written notice of any event that could
lead to termination pursuant to. subsectﬁon 9.1 and
subdivision 9.2.b of this rule. i

€.15. ~Service of Foreclosure Documents. —-- The lender
ghall alseo provide a copy of all foreclosure Jdocuments
served. on the mortgagor(s) to _such third party designated
in the securiiy agreement simultanecusly with service on the
mortgagoris), or netifyv in wrxitirng the Cournty Clerk where
the property is located of itg intent to commence
foreclosurse prﬁceedings if the mortgagor has not named &
third party or if the third party can not be contacted.

£.15.a. If a third party has been named but can
noc be contacted, thérn the lender shall cause a notlce of
the foreclosure to be published as a Class II legal
advertisement in the counity where the property ls located,
and shall retaln in its records an affidavit%gi posting and
vroof of publication of the notice reguired herein.

death of the mortgago or(s), then the lender shall provide
notice in writing te the heilrxs, administrator, or executor
responsible for the propeérty prior to any fo*ecWOsure
action, which notice shall state:

6£.153.b. . If repavment 1lg due as a result of the

6.18.k.1. The amount of the cutstanding
balance; -

5.15.k.2. That the debit must be paid in £full
within thirty days of the repayment notice to.prevent
foreclosure proceedings;

5§.15.b.3. That the estate may elect to pay
the debt in full prior to foreclosure and therebv satisfy
the reverse mortgage obligation;

6£.18.b.4. That it ig the responsikhility of
the estate, if it so desires, to arrange and pay Zor an
aporaisal of the property prior to gale or foreclogure, and
that the only asset of the estate which nay be used by the




lender to gatisfy the lecar is the real property securﬂng the
loan and any limitation thereon as may be provided Zor in .
subgection 5.7 of this rule. The ndtice shall also state

that. no deﬁic*ency judgment may be sought or granted in any
civil action invelving a_reverse mortgages.

£.158. Interest Accrual. -- Interest shall only accrue
from the time monies are advanced to or on behalf of the
nortgagor(s). Accrued interest may be added to the loan:
principal. B T ’ C

£§.17. Conditions for.Reverse Mortgage Loans that
Require Annuity. Purxchase. -- A reverse mortgage loan which
vrovides for the purchase of an annuity shall comply with
the following condificons as apprlicable: '

§.17.a. The company that issuss the annuify must
have a rating of excellent or supericr from the A. M. Best
Company and must be lTCEHSEd,bj the State of Wast Virginia;
and . o

£.17.b. If a trustee holdg the annuity in trust
during the l1ife of the mortgagor(s), then -

£.17.2.1. the trustee must be banking
organization or an insurance company which 1s lncorporated,
chartered, organized or licensed under the laws of this
state or any other state pr the United States;

£.17.1.2. the trustee must elther appoint the
Secretary of State, or.where the trustee institution is
chartered under federal law fust apoo_nt its primary -federal
regun a;orvradency, as agent for service of process for any
communication concerning a reverse mortgage loan made to a
West Virginia resident;

£.17..3. the trust agreement must provide
that it is governed by West Virginia law;

£.17.b.4. payments derived from the annuilty
must bpe paid by the trustee or the insurance company
directliy twothe mortgagor(s) irrespective of whether the .
pavment is made on behdlf of the lender or investor; and

£.17.b.5. the mortgagor(s) must have a
beneficial interest in the frust irrespective of whether the
iender or investor alsc has a berneficial irterest in the

Trust.

§ 106~-19-7 Additional features of reverse mortgage loand.
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7.1. Esérow Account for Taxes and Insurance. -- The
lender may maintain an escrow agcount for purposes of paving
real estate taxes and insurance on the real property
securing the loan.  The calcuTaL=01 of these ezcrowed.
amounts shall con=z orm‘to the method provided by Federal
lawsg, rules, ovr gu_aellneswior other residential mortgage .
lenders. ; - : T

7.2. Shared 2popreciation. -=- The securlty agreement
mayv provide that the lender Yeceive a percentage of the
future appreciation of the rezl preoperty securing the loan,
i.e., “shired appreciation”, in addition to or in lieu of
fixed or. variable rate .interest . ,Sugh appreclation shall
not ke considered interest for purposes of any law
regulating the maximum rate of interest which mayY be
charged, taken or regceived. Loaps which contain “eqguity
participation’ as provided —or i subsecbwon 6.7 of this
rule may not provide for any otne_ forms of equity sharing
or shared avoreciatiocm - :

7.3. - Mortgadgor’s Right to Lifetim& Possession. -
Except where the reverse mortgage has a set fixed term and
maturity date, all mortgagor{s) shall rstalin the right to
iifetime possessicn of the reaW,propeYLj which serves as
security for the leoan,. as long as such real property remains
the mortgager (s) ’\prlPClDa_ resz depce and subject to the
conditions set forth in. secbﬂon 9 of this rule and W. Va.
CoGe § 4£7-24-4(g).

7.4, Mortgags Insurance. --— The mortgagor(s) may slect
to maintain mortgage_ insurance for the orincipal znd any
accrued Dut_unpaid interest_which insurance shall name tbe
nortgagee as beneficiary. ThlS ingurance may not bhe
required by the lender as a condition for granting a reverse
mortgage loan. This insurance. ghall not be o__erea,by the.
lender where the loan igs to be s06ld inte the secondary
market and the lender has obtained.a written commitment fram
the investor pricr to the loan <¢lesing to purchasze such
lecarn, and has arranged for the delivery of the loan to the
investor within forty-Zive davs of the loan closing.

7.5. Heﬁder ‘s Limited Walver of the Right of
Foreclosure. ~Prior te offering reverse mortgage loars,
2ll lenders rmust prevare = form entitled “Lender’s Limited
Waiver—of the Right of Foreclesure’ for review and approval
by the Cénmissioner of Banking to ensure that this document
sets forth the termination events, as avplicablse, pursuant
to section 8. of this rule and W. Va. Code § 47-24-4(g).

This document shall be executed by the lender in connection
with the closing of every reverss mortgage loan. The lender
snall furnish a copy of the executed form to every
nor‘gagor(a) at closing and shall keep the or#glqal form on
file for the 1life of the loan.




8 106-15-8 Maintenance of real property securing the
reversge mortgage loan.

8.1. Structural Integrity. -- Mortgacor(s) shall be-
regulred to maintain the structural integrity of the resal
property securing the reverss mortgagée loan in the same
condition as the préperty is in at the time of closing or
after repailrs nave been made for which funds have been
disbursed or set aside at closing for later disbursemesnt.
For purpcses cof thig section, repairs necessary To maintain
the structural integrity shall be limited to repairing
gotructural problems threatening the continued viamility of
the structure as a reglidentisl unit and those matters which,
without revair, will thrsaten to materially Jdamage the
Droperty or its market value.

8.2. Lehcder Arrangement of Repair to Maintain
Structural Integrity. -- If the mortgagor(s) fails to make a
repair reguired to maintain the structural integrity of the
real oroperty in a timely manner, the lender may arrange for
such repailr and pay for it in the following ways:

8.2.a. by deducting necessary amounts from a
reserve fund; o : -

8.2.0. Dby withholding from one or more monthly
payments otherwise due to the mortgagor{s) no more than 25%
of eacn such morthly payment; or

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

If a regserve fund has been establighed for revairs, )
then the lender must firsi deduct the repair costs from that
fund nhefore chooging whether to procged according to option
() or {¢) above. If .a reserve fund has not een
sgtablighed, then the lender may choose whether to procesd
according to option (b)) or (¢} or a combimaticn thersof.

8.3. Lender Must Notliiy Mortgagor of Repalr. -- Prior
to making or charging the mortgagor(s) for a revair
necessary £o maintain the structural integrity of the real
proverty, the lender shall notify the mortcageris) cf the
problem and, unlsss a threat of ilmminent danger to life or
property exists., provide the mortgager(s) ninety days in
which to make the repairs. If the repairs are not completed
by the mortgagor(s) in a satisfactory manner pricr to the
end of the approoriate period, the lender may take such
steps as it views reasonably necessary to maintain the

mortgagor(s) for all reascnable expenses. If an imminent
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danger te _life or property exists, the lender may proceed to

oreaserve tThe. structural integrity of the real property on as

little ag forty-eight hours notice to the mortgagori{s).

8.4. Lender Right to Inspect on Notice. -- The lender
shall have the right to inspect fhe real property securing
the locan on seventy-twe (72) hours notice to the mortgagor
but not more often than is reasgonably necessary Lo ensure
the. continued structural integrity of the real property.

§ 106-15-9 Termination of reverse mortgage loans.

€.1. Termination Due to Non-temporary Absences. -- A
reverse mortgage leoan may be terminated vpursuant to W. Va.
Code § 47-24-42(g) (2) (B) where the mortgager(s) ceases to use
the real property as his or her principal placa of residence
defined &s living and sleeping guarters for mare than 50 .
consecutive days in any 360 day perlod without notifving the
lender and making arrangements satisfactory to the lenderx
for the maintenance of the real preoperty and the anticipated
return of the mortgager(s). The lender’s consent to the
arrangaments made pursuant to this paragraph shall ncot be
unreagsonably withheld.

2.2. Termination Due t¢ Events Jecopardizing Lender’s
Security. -- A& reverse mortgage loan may only be terminated
by the lender pursusnt. to W. Va. Code 8§ 47-24-4(g) (1) (D) for
the fcellowing events as. specified in the loan documenis:

9.2.a. the mortgagori{s) fails to pay real estate
Laxes or maintain all insurance reguired pursuant fo the
security agresment. : - -

9.2.a.1. If the mortgagor(s) faills to pay
taxes or maintain all reguired inszurance, then the lender
must within ter. business days of learning of such event,
give. writter notice of such failure to the mortgagor(s) and .
the third-party, if any, designated by the mortgagor (=) to
receive notice of any event that could lead to termination.
If the mortgagori{s) has nct named a third-party or if the

third-pariy can not be ¢ontacted, then the lender shall give.

wrltten notice ¢ such failure to the County Clerk where the
property 1s located. The lender must give the mortgagor(s)
thirty {(30) calendar davs tc cure such Failure. In
addition, the rotice to the mortgagor(s; and the third party
must advise the moxtgagox(s) of his or her right to cure.

9.2.a.2. The failure to pay taxes or
maintalin all reguired insurance shall not be construed to be
a termination event unlsss the lender has complied.with the
provisions set forth in paragraph (1} above.




9.2.b. the mortgagor(s)’ (i) filing a wvoluntary
petition in bankruptcy or effecting a plan or other
arrangement with creditors under court supervision, (ii)
naving ar involuntary petition in bankruptcy filed against
the mortgagor. that is not discharged within 90 days after it
is £iled, cor (iiil) applying for or permitting the
appointment of a receiwver, trustee or custodian for the real
property securing the loan which is not discharged within S0
dayvs - afte? the date of appointment; provided, however, that
the appointment of a conservator, guardian, cormmittee or
otheyr fiduciary of the person te act on the mortgagoris)’
behalf in connection with a determination by a court that

the nmortgagor(s) 1s incompetent will not terminate the lcan.

.2.c. the mortgager(s) falls to maintain the
structural integrity of the_real properiy, as that term is
defined in section 8§ of this rule. The lender shall be
reguired to make reasonable efforts to remedy any breach of

structural integrity prior to.a termination under this .
subdivision.
9.3. DNotification in Writing to. WO?tdagor. -— The

T
mortgagor(s) or his or her estate shall notify the lender,
in writing, promptly upon (1) the sale. or other transfer of
title to the home securing the loan; (ii) upon the
mortgagor’s death, or 1f there 1s more than cne mortgagor,
then upon the death of the last living mortdagor; or (iii
thae occurrence of any evernt listed. in subsecitions 9.1 or
of this section which would also cause the loan to
Terminate.

}
5.2

§ 106-19-10 Permitted feeg, costs and payments.

10.1. Permitted Initial Fees and Charges. -- Other
than principal, ilanterest, shared abpvec1atlon and ecuﬁuy
participation, lenders may charge, in cennection with the
origination of reverse mortgage loans, thae following fees,
costs and payments, as applicable, at closging, and no other;
Provided that, the lefder has disclosed these charges
pursuant to secticn 11 of this rule: .

10.1.a. an application fee, which mey be collected
prio r—to closing, as limited by the provigions of subsection
6.5 of this rule; '

10.1.b. a loan origination fee not to exceed two

points based on the value of Ehe real property securing the
reverse mortgage loan at the time of loan closing:;

16.1.c. the cost of document precaraticn which is

reasonably relataed to the services pVOVﬂcea as incurred and
paid te & third-party provider; : )
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10.1.d.. the cost of appraising or surveying the
property as incurred and paid to a third-varty provider;

1¢.1.e. the cost of a title. examination, an
apstract of title or title insurance as incurred -and paid
to a third-vparty nrovider; . B

10.1.%. the cost of a tax search for tax liens
existing at the time of closing if such search is not
included in the title examination as such cost is incurred
and paid to a third-party provider; '

10.1.g. the pavment to discharxge any existing

liens on. the real property securing the lodn as incurred and
paid to a chird-party;

10.1.h. the cost of recording the reverse morigage
loan as incurred and paid to a third-party;

10.1.i. the cost of actual attorney’s fees
charged to the lender in connecticn with the cWos ing of such
lcan as incurred and paid to a third- -party provider;

10.1.3. the cost of a credit report ag lacurred
and paid to a third-party providexr

10.1.%. the cost of a flood zone search as
incurred and paid to a third-party provider;

10.1.1. the cost of an inspection to bhe paid in
connection with the origination of tThe loan but not
subseguent to the loan c¢lcsing as incurred and paid to a
third-parity provider;

10.1.m. the payment to purchase an annuity as
incurred and pailid to a third-party:;

10.1.n. the payment for any repalrs contracted
for at or before the loan closing irrespective of whether
guch repalzrs are completed at time of. ¢losing and/or whether
the funds are held in escrow as such pavments are incurred

o

and paid to a third-party;

10.1l.0. a one-time paymep_ for a tax reporting
service as incurred and paid te a third-party;

10.1i.p. the cost of purchasing mortgage insurance
as ilncurred and paid to a third-party provider;

10.1.q. the payment of real estate taxes and
property insurance as incurred and paid te a third-party;
and T : ,




10.1.r. the cost of mortgage brokerage serxvices,
not to exceed three polints based on the valiue cof the real
property securing the reverse mortgage loan at the time of
lcan c¢losing as incurred and paid to a third-party provider.

10.2. “Subsequent Permitied Fees and _Charges. --— During
the life of the loarn, lenders may charge the following fessg
or reguire the mertgagor(s) to incur the :ollov*ng costs c¢r
payments:

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

10.2.0. the costs to maintain the structural
integrity of the real property securing the loan in
accordance with secticm 8 of this rule;

10.2.¢c. the costs of any appraisal for the
refinancing or extension of the loan in accordance with
subsection 6.12 of this rule;

10.2.48. the payment of real estate taxes and
property lnsurance; - S R -

10.2.e. & monthly servicing and administrative
fea of not @A&Te _that $30 as agreed to by the parties.

10.3. Termination Fee. -- At termination of the loan,
lenders may charge a termination or maturity fee which shall
ba the zZctual cost of arranging for the sale or foreclosure
of the real property securing the locan. Such fee may
include Bttual broker’s fees, advertising costs, moving
and/cr storagé costs and legal and other fees ?ebvesepulng
actual fees or costs charged to the lender.

10.4. Fees for Bscrfow AccdlUht Impermissible. --
Iétiders may not charge any fees for the establishment,
maintensnce or terminaticn of an escrow account with vesoect
Lo any reverse mortgage lcan.

§ 106-15-11 = Rec¢uired disclosures for reverse mortgage
loans.

1i.1. Disclosgure Requirements. -- Prior to accepting
an application for .any loan, but in any event prior to a
lender accepting an application fee, a lender must disclose
to each loan applicant the following information,. as is
relevant to the type of loan being offered:

11.1.a. The follewing notice, or a notice to like
effect: - e - . B
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YOU SHOULD CONSULT YOUR TAX, LEGAL OR FINAWNCIAL
EZDVISERS QR CONSULT WITE APPROPRIATE AUTHORITIZES
REGARDING ENTITLEMENTS AND TAX AND ESTATE PLANNING
CONSEQUENCES OF & REVERSZ MORTCGAGE LOAN. )

In addition, the lender shall furnish the applicant
wizh a statement prepared by the West Virginia Division of
Banking ccncerning the availability and advisability of
independent counsgeling and information services.

11.1.n. . The lender‘s_tocll fres telephone number
and the name_ of a person to whom applicants and mortgagors
may address guestions, comments or complaints.

11.1.c. .. A notice that the mortgagoxr({s) or
applicant can submit written complaints to the West Virginia
Division of Banking, State Capiteol Complex, 1900 Kanawha
Rollevard East, Building 3, Room 311, Charleston, West
Virginia, 25305=0240. .

11.1.d4. The events which would terminate or
accelerate the leocan and an explicit warning, if apoplicable,
that the mortgagor(s) may be compelled to mové out of his oxr
her home at the éxpiliration of the lcan texm or upon
acceleration cf the loan.

11.1.e. If applicable, that the loan provides fox
the lender to receive a percentage of the future appreciated
value of the propexrty; i.e., “shared aporeciation”, what
that percentage 1%, and the lender’s method of calculatin
gsuch amount. TIn #ddition, the_ lender shall provide both a
narrative explanation and an example of the application of
its methodology. This example must Use as its projected
real estate appreciation or depreciation rate for home
prices the average of the yearly changss in the Consumer
Price Irndex for Shelter for the South Region of the United
States for the eight vears preceding the vear in which the
loan is made. -

11.1.f. Interest accrues from the time monies are
advanced to or on behalf of the meortgagor (s} and whether
accrued interest is added to the loan principal.

11.1.g. The only aszet of the mortgagor({s) which
may be used by the lendsr to satisfy the loan is the real
property securing the lecar and any limitation thereon as mawv
e provided for in subsection.£.7 of this rule. No
deficiency judgment mayv be sought or ranted in any civil
actleon invelving a reverse mortgage.

ii.1.h. The loan may be prepaid at any time
without penalty. The lender must specify how the value of
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the home at the time. of prepayment will be determined and
the method by which the then.outstanding loan balance will
e prepaid. ’ B '

11.1.i. &all fees, costs and payments Lo be paid
by the mortgagor(s) and whether the aprlication Iee, loan
origination fee, and/or broker Iees are non-refundable.

11.1.3. The mortgagor(s)’ right fo designate a
third party whom the lender would notify in writing of any
event that could lead to ternination of the locan and to whom
the lender must furnish a copy of any foreclosure documents.

11.1.k.. A description of any conditlions or
limitaticng in connection with the refinancing or extension
of any loan, and i1f applitable, the mortgagor(s)’ right to
refinarce or sxtend the loan. . : .

11.1.1. The interest rate(s) to.be charged on the
outstanding principal under any lvan and whether the rate(s)
are fixed, variable or both. In addition, in a term loan
with a fixed rate of interest, the lender ghall disclose. the
total interest pavable on the loan principal, assuming
maturity of the loan at expiration of the term. In a term
iloan with & wariable rate of interesgt, the lender shall
digciose the estimated total interest payable on the loan
principal using the vearly average of the base index and
margin chosen by the lender for the eight year pericd
preceding the lcan closing and assuming the maturity of the
loan at explration of the term. For Lenure reverse mortgage
locans, the same disclosures shall be made, except that
maturity shall be assumed at the actuarial life expectancy
of the mortgager, -or, 1f there is more _than one mertgagor,
the younger of the mortgagors. -

11.1.m. The following notice, or a notice tTo 1ike
effect: - ' i

THE LENDER MAKING THIS REVERSE MORTCAGE LOANS s
IN CCMPLIANCE WITH THE CRITZRIA ESTAELISHED BY THE
COMMISSIONER OF THE WEST VIRGINIA DIVISION OF
BANKING FCR TEE MAKING OF SUCH LOZNS.

11.1.n. If applicable, the availability cf an
annuity, whether an annuity will be reguifed, and if there
is__en annuity, when the annuity pavments will commence, who
will own the annuity and the affiliation, if any, between
the lender and the company from which the annuity is
purchased. ) - B

11.1.0. VWhether an escrow account will be
estaplished, for what purposes and when the account will be
terminated. _ S _




11.1.p. Whether a rgserve fund will be
established and for what purposes.

11.1.g. Whether and what type(s) of insurance
will be required and the cost of any Tremiums.

11.1.r. Vhnether the mortgage broke?r or any entity
acting in a mortgage brokerage capacity, as a general
business practice, utilizes the services oI two or fewer.
lenders, and 1f so, the name{s) of the lender(s).

11.1.s. If apvlicable, that the loan provides Zor
the lender to6.receive “equity participation?, the maximum
total percentage cbligation of the mortgagor(s) to the
iender arising from the reverse mortgage loan, the minimum
amount dus at cleosing, 1f any, and what is included and what
is excluded from these amounts. In addition, the lender
shall provide both a narrative explanation and an example
demonstrating equity participation; and shall, if
applicable, provide such explaqaulon and derohstration of
anticipated shared appreciation.

11.1.t. Such additionzal informaticn as the lender
believes appropriate, as long as sudh irnformation is
complete, accurate and not misleading.

11.2. Disclosure Recuirement Procedures. -- Iterns (a)

through (¢) listed in subsection 11.1 above of this rule
must be. furnished to the mortgagor(s) on a separate sheelb.
Items (d) through (f) listed in subsection 11.1 above oI
thig rule must_be furnished Lo the mortgagor{s) on =
separate sheet and in bold type.

11.3. Cotnseling Informatlion. -- Prior tec an
applicant’s receivihg counseling pursuant to subsection
£.17 of this rule, thé lender shall furnish for term loans,
a schedule of estimated payments to the mortgagor(s) and the
total payment in dollars over the term of the loan. For
tenure loans, a sc¢hedule of estimated payments_to the

mortgagor (s) shall be furnished. The lender shall label
Sucﬂ schedules as “estimates”. The lender shall make'the
foregoing disclosure prior to oxr 51mh1ua1eou57v with the
approval of the application. - . )

i.4. Notice in Writing Regarding Move-ouz. -- Six

months prior to the end of a term loan, the lender ‘shall
disclose, in writing, 1if appliceble:

|ﬁ\

11.4.a. that the mortgager(s) will be responsible

to make reel estate tax and Insurance payments; and
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11.4.2. that the mortgager(s) will have to wvacate
his or her home upon- the exgpiration of .the term and the
exact date that guch move-out is. required.

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

12.1. Advertising and Promotional Materials. --
Lenders shall maintain copilas of all advertising and
promotional materials for all reverse mortgage loans for a
period of two years commencing from the first date that the
material was used to solicit reverse mortgage loans.

12.2. ZRetention of Applications.-- Lenders must
maintain an aspplication log for all applications. In
addition, the lender must maintain rejectdd mortgage .
applications Ziies for a minimum of twenty-Ifive monbhs Zrom
the date of ndétice of the rejection. :

§ 106~19-13 Administrative penalties.

13.1. Disciplinary Action. -- Any verson may be
subject to disciplinary action as may be determined to be
appropriate by the Commissioner of Banking or the West
Virginia Board of Banking and Financial Institutions for
violaticng of these rules or the reverse mortgage laws as
provided in W. Va.. Code § 47-24-8{(a). Such penalties may
incivde civil money penalties where imposed bv a court or
otherwise agree to by the Darties. It shall be a violation
of these rulesg to engage in a pattern of conduct that
dermonstrates the lender’s _gcros® incompetence or dishonesty.
Such. conduct includes but is 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 récuired line of credit, ahy violation ol
the procedures get forth above and the fallure to perform
all reéquired duties in-an honest, falr and reasonable
manner. ) -

13.2. Administrative. Hearing. - Prior to the ,
Commissicher of Banking revoking az lender s licénse, charter
or. approval to make reverse mortgage loans pursuant to
section 4 of this._rule, he or she shall hold an
administrative hearings Revocation may also be ordered
after 2n administrative hearing by the West VWrngla Board

of Banking and Finaficial Institutions.-

§ 106-19-14 Special provisions regarding payment of real
estate taxes and insurance.




14,1, Insturance Selecticn. -- Mortgagor{(s) shall have
the right to choose a property insurer{s) subject to the
lender’'s conszsent which shall not be unreazszonably withheld.
ITf the mortgagot(s) fails to choose a property insurer(g) in
a timely manner or i1f the insu?e_(a) iz not acceptable to
the lender, tben the lendexr may insure Lhe pvepe*tv with a
carrier(s) of its choice. ;

14.2. 2Advance Funds for Taxes and Trnsurance. -- If
there is no escrow account, then the lender may advance the
funds necessary te pay for such toverage or to pay real
estate taxes and to reimburse itself in the following ways:

14.2.a. by deducting necessary amounts from a
reserve furd;

14.2.k. by withholding from one or more monthly
pavments otherwise due to the mortcagor{s) no nere than Z5%
of each such mopLhWY payment; or I : -

14.2.¢c. Dby adding the amount tc the locan
principal. - “' _ ' '

If a résérve fund has beerd establiicshed, thnen, to the
extent poggible, the lender must reimburse itself from such
fund before choosing option 14.2.% or 14.2.c above. If a
reserve fund has net been established, then the lender may
choose whether to proceed adcording te option 14.2.b or
14.2.c or_=a combination thereof.

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

15.2. Aggcregate loan limits. --.No West Virginia
state- cbarueved bank or credit union shall retain as an
asgset reverse mortgage loans in an aggregate ameount.
exnceeding ten percent of bne_lnstluu;101 8 capital,
undivided profits and surplus.

15.2. Amount Explanation. -- For purposes of complving
with this_section, the amount of each reverse mortgage loan
shall be deemed to be the loan balance at anticivated loan
maturity which is not guaranteed or insured as to loss of
principal by the United States governmert Or an agency
thereof. - — -




