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Proposed Regulations


TITLE 10. FINANCE AND FINANCIAL INSTITUTIONS

STATE CORPORATION COMMISSION

Title of Regulation:  10 VAC 5-20. Banking and Savings Institutions (adding 10 VAC 5-20-50).

Statutory Authority:  §§ 6.1-63 and 12.1-13 of the Code of Virginia.
Public Hearing Date:  A public hearing will be held upon request.  Public comments may be submitted until October 15, 2004.
Agency Contact:  E. J. Face, Jr., Commissioner, Bureau of Financial Institutions, State Corporation Commission, P.O. Box 640, Richmond, VA 23218, telephone (804) 371-9659, FAX (804) 371-9416, or e-mail jface@scc.state.va.us.

Summary:

The proposed amendment exempts state-chartered banks from the loan-to-value limitation in § 6.1-63 A of the Code of Virginia when extending credit under certain interest-only equity lines secured by residential property, provided that the credit limit for such an equity line, together with all other liens or encumbrances on the subject property, does not exceed 90% of the property’s appraised value.  Banks extending credit pursuant to this exemption must comply with the federal banking regulators’ interagency guidelines for real estate lending.

AT RICHMOND, SEPTEMBER 1, 2004

COMMONWEALTH OF VIRGINIA, ex rel.

STATE CORPORATION COMMISSION

CASE NO. BFI-2004-00108

Ex Parte:  In re:  proposed regulation

relating to exemption from loan-to-value

limitation for interest-only equity lines

ORDER TO TAKE NOTICE

WHEREAS, § 6.1-63 A of the Virginia Banking Act ("Act"), § 6.1-3 et seq. of the Code of Virginia, generally prohibits a state-chartered bank from making a loan secured by real estate when such loan together with all prior liens and encumbrances on such real estate exceeds fifty percent of the appraised value of the real estate securing such loan;

WHEREAS, § 6.1-63 G of the Act authorizes the State Corporation Commission ("Commission") to adopt a regulation that eliminates loans or specific categories of loans from the requirements of § 6.1-63 of the Act;

WHEREAS, national banks are permitted to offer certain interest-only equity lines secured by residential property to consumers without being subject to a loan-to-value limitation similar to that set forth in § 6.1-63 A of the Act; and

WHEREAS, the Commission is informed that one or more state-chartered banks wish to offer similar interest-only equity line products pursuant to an exemption from § 6.1-63 A of the Act;

IT IS THEREFORE ORDERED THAT:

(1) The proposed regulation, entitled "Exemption from loan-to-value limitation for interest-only equity lines," is appended hereto and made a part of the record herein.

(2) Comments or requests for hearing on the proposed regulation must be submitted in writing to Joel H. Peck, Clerk, State Corporation Commission, c/o Document Control Center, P.O. Box 2118, Richmond, Virginia 23218, on or before October 15, 2004.  Requests for hearing shall state why a hearing is necessary and why such issues cannot be adequately addressed in written comments.  All correspondence shall contain a reference to Case No. BFI-2004-00108.  Interested persons desiring to submit comments or request a hearing electronically may do so by following the instructions available at the Commission’s website: http://www.state.va.us/scc/caseinfo.htm.

(3) The proposed regulation shall be posted on the Commission's website at http://www.state.va.us/scc/caseinfo.htm.

(4) AN ATTESTED COPY hereof, together with a copy of the proposed regulation, shall be sent to the Registrar of Regulations for publication in the Virginia Register.

AN ATTESTED COPY hereof shall be sent to the Commissioner of Financial Institutions, who shall forthwith mail a copy of this Order, together with the proposed regulation, to all state-chartered banks and other interested parties as he may designate.

10 VAC 5-20-50. Exemption from loan-to-value limitation for interest-only equity lines.

A. Notwithstanding the limitation in § 6.1-63 A of the Code of Virginia, a bank may extend credit under an interest-only equity line, the proceeds of which are to be used for personal, family, or household purposes, secured by a mortgage or deed of trust upon any interest in one- to four-family owner-occupied residential property, provided that the credit limit for such equity line, together with all other liens or encumbrances on such property, does not exceed 90% of the property's appraised value.

B. Banks extending credit pursuant to subsection A of this section shall comply with the federal banking regulators' interagency guidelines for real estate lending found at 12 CFR Part 208, Appendix C (state member banks) and 12 CFR Part 365, Appendix A (state nonmember banks).

C. For purposes of this section, the term "interest-only equity line" means a line of credit that has a term not longer than 10 years, requires the payment of interest only for all or part of the term, and is repayable in full at the end of such term.
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