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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2374 55

| NTRODUCED BY PRESTON, F. E. TAYLOR, L. E. SMTH, Pl STELLA,
LASH NGER, TRELLO, PETRONE AND DelLUCA, JUNE 28, 1984

REFERRED TO COWM TTEE ON BUSI NESS AND COVMERCE, JUNE 28, 1984
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AN ACT
Amendi ng the act of April 8, 1937 (P.L.262, No.66), entitled, as
anended, "An act relating to consuner credit; requiring
licenses fromthe Secretary of Banking; restricting |licenses
to domestic business corporations; fixing mninmmcapital
requi renents; conferring certain powers on the Secretary of

Banking; limting interest and other charges; providing

certain exenptions; and inposing penalties,” further

provi ding for the maxi mnum | oan anmount; and del eting an

obsolete limtation.

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

Section 1. The definition of "revolving |oan account” in
section 2 of the act of April 8, 1937 (P.L.262, No.66), known as
t he Consuner Di scount Conpany Act, amended March 3, 1976
(P.L.36, No.17), is anmended to read:

Section 2. Definitions.--The follow ng terns shall be
construed in the act to have the foll ow ng neani ngs, except in
t hose i nstances where the context clearly indicates otherw se:

* * %

"Revol ving | oan account” neans an agreenment pursuant to which

(i) the licensee may permt the borrower to obtain one or a
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series of |loans or advances fromtinme to tine: Provided,

however, That the aggregate of the unpaid principal balances due
a licensee froma consuner under this act on any date shall not
exceed the sumof [five thousand dollars ($5,000)] fifteen

t housand dollars ($15,000), (ii) the unpaid principal bal ances

and the appropriate charges are debited to an account, (iii) the
charges for the | oan are conputed on the outstanding unpaid
princi pal bal ances of the account fromtinme to tinme, and (ivVv)

t he borrower has the privilege of paying the balances in
instal | ments.

Section 2. Section 3 of the act, amended March 3, 1976
(P.L.36, No.17). is anmended to read:

Section 3. License Required.--A. On and after the effective
date of this act, no person shall engage or continue to engage
in this Cormonweal th, either as principal, enploye, agent or
broker, in the business of negotiating or making | oans or
advances of noney on credit, in the amount or value of [five

t housand dol lars ($5,000)] fifteen thousand dollars ($15,000) or

| ess, and charge, collect, contract for or receive interest,

di scount, bonus, fees, fines, conm ssions, charges, or other
consi derations which aggregate in excess of the interest that
the | ender would otherwi se be permtted by law to charge if not
i censed under this act on the amount actually | oaned or
advanced, or on the unpaid principal balances when the contract
is payable by stated installnments except a donestic business
corporation organi zed under or existing by virtue of the

Busi ness Corporation Law of this Conmonweal th, after first
obtaining a license fromthe Secretary of Banking of the
Commonweal th of Pennsyl vania in accordance with the provisions

of this act.
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B. Any person who shall hold hinself out as willing or able
to arrange for or negotiate such loans of [five thousand dollars

($5,000)] fifteen thousand dollars ($15,000), or |ess where the

i nterest, discount, bonus, fees, fines, conm ssions or other
considerations in the aggregate exceeds the interest that the
| ender woul d otherwi se be permtted by |aw to charge or who
solicits prospective borrowers of such |oans of [five thousand

dollars ($5,000)] fifteen thousand dollars ($15,000), or |ess

shall be deened to be engaged in the busi ness contenpl ated by

this act, unless otherwi se pernitted by |aw to engage i n such

activities. The referring borrowers to a |licensee shall not be
deened to be engaged in the business contenplated by this act if
no charge, no matter how denom nated, for such reference is
i nposed on the prospective borrower by the person meking the
reference. No |licensee shall know ngly include in any |oan under
this act any amount which is to be paid by the borrower to
another as a fee or charge, no matter how denom nated, for
referring said borrower to the |icensee.

Section 3. Section 13 E. of the act, anended Decenber 9,
1982 (P.L.1072, No.249), is anended to read:

Section 13. Powers Conferred on Licensees.--In addition to
t he general powers conferred upon a corporation by the Business
Corporation Law of this Commobnweal th, a corporation |icensed
under this act shall have power and authority:

* %k

E. To charge, contract for, receive or collect interest or
di scount at a rate not to exceed nine dollars and fifty cents
($9.50) per one hundred dollars ($100) per year when the
contract is repayable within forty-eight (48) nonths fromthe

date of maki ng. When the contract is repayable nore than forty-
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eight (48) nonths fromthe date of making, the rate of interest
or di scount which may be charged, contracted for, received or
coll ected, shall not exceed nine dollars and fifty cents ($9.50)
per one hundred dollars ($100) per year for the first forty-
eight (48) nonths of the termof the contract plus six dollars
($6) per one hundred dollars ($100) per year for any remai nder
of the termof the contract. Such interest or discount shall be
conputed at the time the loan is made on the face anmount of the
contract for the full termof the contract fromthe date of the
contract to the date of the scheduled maturity notw thstandi ng
any requirenment for installnment paynments. On contracts for
periods which are | ess or greater than one year, or which are
not a multiple of one year, the interest or discount shall be
conput ed proportionately on even cal endar nonths: Provided,
however, That for a period of |ess than one nonth the
conput ati on may be based on a full cal endar nonth. The face
anount of any note or contract made pursuant to this act may,
not wi t hst andi ng any ot her provision, exceed [five thousand

dollars ($5,000)] fifteen thousand dollars ($15,000) by the

anount of interest or discount and service or other charge
authorized by this act collected or deducted in advance or added
to the principal at the tinme of naking the |oan. As an

alternative to the rates provided for in this clause, a |licensee

may charge, contract for, and collect interest at the rate and

in the nmanner provided for in section 17.1A: Provi ded, however,

That on | oans secured by a security interest, nortgage or other

lien on real property, and in which the principal anmunt exceeds

five thousand dollars ($5,000), a |licensee may not charge,

contract for, receive, or collect interest in excess of the rate

specified in section 9 of the act of Decenber 12, 1980
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(P.L.1179, No.219), known as the "Secondary Mdirtgage Loan Act."

* * %

Section 4. Section 14A of the act, anended March 3, 1976
(P.L.36, No.17) and repealed in part October 4, 1978 (P.L. 909,
No.173), is anended to read:

Section 14. Licensee Requirenents and Limtations.--A A
licensee shall not permt any person to becone obligated to such
i censee as a consuner on one or nore |oan contracts for an
aggregate anount in excess of [five thousand dollars ($5, 000)]

fifteen thousand dollars ($15,000), exclusive of charges

authorized by this act. This I[imtation shall not apply to the
pur chase of contracts which arise fromthe bona fide sal e of
goods or services by a seller regularly engaged in the sale of
such goods or services. This limtation shall not inpair the
authority of a licensee to | end noney, credit, goods or things

in action, or to purchase contracts in anounts in excess of

[five thousand dollars ($5,000)] fifteen thousand dollars
($15, 000) and charge, contract for, receive or collect interest
or discount at the legal rate established by the General Usury
Statute of the Commonweal t h.

* x *

Section 5. Section 18 of the act, anmended March 3, 1976
(P.L.36, No.17), is anmended to read:

Section 18. Penalties.--Any person who has not obtained a
license fromthe Secretary of Banking of the Commonweal t h of
Pennsyl vani a in accordance with the provisions of this act, and
who shall engage in the business of negotiating or making | oans

or advances of noney or credit, in the amount or value of [five

t housand dol l ars ($5,000)] fifteen thousand dollars ($15,000)

or less, and charge, collect, contract for or receive interest,
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di scount, bonus, fees, fines, conmm ssions, charges or other
consi derations which aggregate in excess of the interest that
the | ender would otherwi se be permtted by law to charge if not
i censed under this act on the amount actually | oaned or
advanced, or on the unpaid principal balances when the contract
is payable by stated installnments, shall be guilty of a

m sdeneanor, upon conviction thereof shall be sentenced to pay a
fine of not less than five hundred dollars ($500) or nore than
five thousand dollars ($5,000), and/or suffer inprisonment not
| ess than six (6) nonths nor nore than three (3) years, in the
di scretion of the court.

Except as the result of an accidental bona fide error, a
corporation |icensed under the provisions of this act or any
director, officer, enploye or agent who shall violate any
provision of this act or shall direct or consent to such
violations, shall be guilty of a m sdenmeanor, and, upon
conviction thereof, shall be sentenced to pay a fine of not nore
than two thousand dollars ($2,000) for the first offense, and
for each subsequent offense a |ike fine, and/or suffer
i mprisonment not to exceed one year, in the discretion of the
court.

The paynent of [five thousand dollars ($5,000)] fifteen

t housand dollars ($15,000) or less, in noney, credit, goods or

things in action as consideration for any sale or assignnment of,
or order for, the paynent of wages, salary, comm ssions or other
conpensation for services, whether earned or to be earned,
shall, for the purposes of regulation under this act, be deened
a | oan secured by such assignnent, and the anmount by which such
assi gned conpensati on exceeds the amobunt of such consideration

actually paid shall for the purpose of regulation under this
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act, be deened interest or charges upon such |oan fromthe date
of such paynment to the date such conpensation is payable. Such

transacti ons shall be governed by and subject to the provisions
of this act.

The paynent of [five thousand dollars ($5,000)] fifteen

t housand dollars ($15,000) or less, in noney, credit, goods or
things in action as consideration for any sale of real or
personal property which is nmade on condition or agreenent,
expressed or inplied, that such property be sold back at a
greater price shall, for the purpose of this act, be deened to
be a | oan secured by such property, and the anmount by which the
repurchase price exceeds such original purchase price actually
pai d shall be deened interest or charges upon such |oan fromthe
date such original paynment is made until the date such
repurchase price is paid. Such transaction shall be governed by
and subject to the provisions of this act.

When real or personal property is pledged as security on a

| oan of [five thousand dollars ($5,000)] fifteen thousand

dollars ($15,000) or less, and the | ender requires the borrower

to pay for insurance thereon, such charge for insurance shall be
construed as interest under this act when the | ender has failed
to have such insurance witten by an insurance conpany |legally
aut hori zed to conduct business in Pennsylvania. Wen the anount
charged for such insurance is in excess of the standard cost of
simlar insurance in other insurance conpanies legally

aut hori zed to conduct business in Pennsylvania, the excess shal
be construed as interest under this act.

Section 6. This act shall take effect imediately.
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