PRI OR PRI NTER S NO. 3085 PRINTER S NO. 3254

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2392 >3

| NTRODUCED BY MESSRS. BENNETT, [ RVIS, MANDERINO, L. E. SM TH,
RYAN, FEE, GALLEN, PRATT, SPENCER, M LLIRON, RAVENSTAHL,
LETTERVAN, DeVERTER, SCHEAFFER, KOWALYSHYN, MCALL,, TENAG.I G
LI VENGOOD, O KEEFE, HALVERSON, ARTHURS AND GRI ECO,
APRI L 18, 1978

AS REPORTED FROM COWMM TTEE ON BUSI NESS AND COMVERCE, HOUSE OF
REPRESENTATI VES, AS AMENDED, MAY 31, 1978

OCO~NOUITARWNE

AN ACT

Amendi ng the act of Decenber 14, 1967 (P.L.746, No. 345),
entitled "An act relating to and regul ati ng the busi ness of
savi ngs associ ati ons heretof ore desi gnated under other acts
and special charters variously as building and | oan
associ ations and savings and | oan associ ations; defining the
rights, powers, duties, liabilities, and inmunities of such
associ ations; affecting persons engaged in the business of
savi ngs associ ations; affecting the nenbers, account hol ders
and borrowers of such associations; affecting Federal savings
and | oan associ ations whose principal office is located in
t he Commonweal th; prohibiting the transaction of business in
this Commonweal th by foreign savings associations; conferring
powers and inposing duties on certain departnents and
of ficers of the Conmonweal th and on the courts, recorders of
deeds; creating a Savings Association Board and defining its
powers and duties; prohibiting certain actions and i nposing
penal ties, and repealing certain acts,” providing for
al ternate nortgage forns.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 915, act of Decenber 14, 1967 (P.L.746,
No. 345), known as the "Savings Association Code of 1967,"
anended Decenber 1, 1971 (P.L.572, No.148) and Decenber 27, 1974
(P.L.1012, No.329), is anended to read:
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Section 915. Ternms of Mrtgage.--Mrtgages ot her than those
set forth in subsections (c), (d), (e) and (f) of this section

shall be witten on such basis and in such aggregate anpbunts as

t he departnent may by regul ati on authorize or on a nonthly

di rect reduction |loan basis and the contract shall provide that
the first nonthly paynent shall be made not |ater than sixty
days after the advance of the |oan, provided however:

(a) If a direct reduction loan is to finance new
construction the first nonthly paynent may be postponed to a
date not later than twenty-four nonths after the date of the
first advance nade on the | oan. Notw thstandi ng the foregoing
t he departnent may by regul ations extend the first nonthly
paynent date on construction |oans to a period |ater than
twenty-four nonths if the construction |oan neets the
requi renents of the regul ations of the departnent.

(b) If the termof the loan is for a period not exceeding
ten years and if the |oan together with all other |oans held by
t he association on the security of the sane property does not
exceed sixty-six and two-thirds percent of the fair market val ue
of such property the |oan may be made wi t hout provision for
nmont hly anortization provided, however, that the security
docunents require the paynent of interest not |ess frequently
t han sem -annual | y.

(c) If the loan is nade for the purpose of financing new
construction of a one to four famly residential property and is
in an anount not to exceed eighty percent of the fair market
val ue thereof it nmay be nade for a termnot exceeding twenty-
four nmonths without requiring anortization during said twenty-
four nmonths. Interest shall be payable not |ess frequently than

sem -annually. If the loan is for the purpose of financing
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1 construction of residential property designed for use by nore

2 than four famlies and in an anmobunt not exceedi ng seventy-five

3 percent of the fair market value it may be nmade for a period not
4 exceeding twenty-four nonths without anortization but interest

5 shall be payable not less frequently than sem -annually.

6 Notwithstanding the foregoing the departnent may by regul ations
7 extend the first nmonthly paynment date on construction |oans to a
8 period later than twenty-four nonths if the construction | oan

9 neets the requirenments of the regulations of the departnent.

10 (d)y If the loan is nade for the purpose of facilitating the
11 trade-in or exchange of residential real property a substanti al
12 portion of which is used as a dwelling for not nore than four

13 famlies and does not exceed eighty percent of the fair market
14 value of the property it my be made for a term not exceedi ng

15 eighteen nonths wi thout anortization but interest shall be

16 payable not less frequently than sem -annually.

17 (e) Any devel opnent | oan under section 908 shall be

18 repayable within five years and the interest on any such | oan

19 shall be payable at |east sem -annually.
20 (f) None of the limtations as to terns of repaynent or term
21 of nortgage shall be construed to apply to a purchase noney
22 nortgage taken by an association on real property or |easehold
23 interest in real property owed by it and sold to the borrower.
24 (g) Interest; premuns and charges:
25 (1) Loans may be nade at any rate of interest not exceeding
26 the legal rate and variable interest rate | oans may be nade as
27 authorized by the act of January 30, 1974 (P.L.13, No.6),
28 referred to as the Loan Interest and Protection Law, or any
29 other statute: PROVIDED, THAT ANY APPLI CANT TO WHOM A VARI ABLE <—

30 | NTEREST RATE MORTGACGE IS OFFERED IS ALSO OFFERED A DI RECT
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REDUCTI ON LOAN AT REASONABLY COVPETI TI VE TERVMS AND RATE, AND

THAT ANY ASSOCI ATI ON OFFERI NG VARI ABLE | NTEREST RATE LOANS WHI CH

CEASES TO OFFER SUCH LOANS SHALL BE PROHI Bl TED FROM AGAI N

OFFERI NG VARI ABLE | NTEREST RATE LOANS FOR A PERI OD OF SEVEN

YEARS FROM THE DATE OF MAKING I TS LAST VAR ABLE | NTEREST RATE

LOAN,

(2) Loans nay be nade with or without charging the borrower
a premium If a premumis charged by the association and
deducted in advance it shall not exceed ten percent of the
anmount of the loan. If the premumis paid by the borrower in
installnments it shall not exceed one percent per annum of the
unpai d bal ance of the principal anobunt of the | oan and shall be
payabl e in periodic installnents extending over the period of
the | oan which install nments shall be payabl e upon the sane day
as the periodic paynent of principal and interest is due upon
sai d | oan,

(3) If the borrower shall prepay a | oan upon which the
associ ation has deducted a premiumin advance no refund shall be
required if the amount of said prem um anobunts to two percent or
| ess of the ampbunt of the | oan. However, if the prem um exceeds
two percent of the anmount of such | oan the association shall not
retain nore than one one-hundredth of such prem umfor each
cal endar nonth that has expired since the date of the first
advance of funds under the | oan,

(4) A premiumpaid pursuant to the provisions of this
subsection by a borrower from an association shall not be deened
usurious and the total interest and prem um shall be deened a
| awf ul contract rate,

(5) An association nay | evy a reasonabl e charge upon any

corporation or person applying for a nortgage |loan for its
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services in nmaking searches of title and appraising the real
property offered to the association as security, in drawi ng any
papers incident to the loan for which such real property is
given as security, and in taking any other action permtted or
required by law with respect to such | oan, including the
reduci ng of the anmount of the |loan, extending its maturity or
ot herwi se readjusting or refinancing it, releasing any portion
of the security and for any other action by the association
permtted or required by law with respect to such | oans,

(6) An association nay inpose a |ate charge upon al
borrowers who do not make paynent on the date specified. Such
| ate charge may be inposed each nonth on the ampunt of the
paynment which was not paid on the due date,

(7) Borrowers shall have the right to repay a residenti al
nortgage as defined in the act of January 30, 1974 (No.6)
wi t hout the paynent of any prepaynent penalty or other charge
for such prepaynent at any tinme before the end of the period of
the loan. On all other loans such l[imtations on prepaynent and
prepaynent penalties and charges nay be nade and changed as are
provided in the | oan contract.

(h) Mortgages may be witten to pernit the nonpaynment of one

nmonth's principal and i nterest paynent not nore frequently than

one tine in a calendar year and not in total nore than five

tinmes. Any obligation not met by such skip paynents shall remain

nortgagor's obli gati on.

(i) Any nortgage authorized by this act and required to be

repaid on a direct reduction | oan basis nay be witten on a

nont hly paynent basis with reduced nonthly paynents during the

first twenty-five percent of the total nunber of years for which

the nortgage is witten. Thereafter the nortgage shall be paid
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on a direct reductive REDUCTI ON basi s.

(i) Mrtgages may be witten providi ng for advances of the

princi pal periodically over a period of years. Interest shall be

payabl e at the date of said periodic paynents. Repaynment of the

nort gage shall be made on a not | onger than ten year direct

reducti on basis comencing not |ater than three nonths after the

date of the | ast payout of principal. The total of all advances

under the nortgage shall constitute a lien on the real estate

described in the nortgage fromthe date of the recording of the

nortgage.

Section 2. This act shall take effect imediately.
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