PRINTER S NO. 3537

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2619 %5

| NTRODUCED BY HASAY, LESCOVI TZ, PRESTON, OLASZ, CORNELL, GEI ST,
KENNEY, GODSHALL, MARKOSEK, ROONEY, CORRI GAN, COLAFELLA AND
HABAY, MAY 13, 1996

REFERRED TO COW TTEE ON COMVERCE AND ECONOM C DEVELOPMENT,
MAY 13, 1996
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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 use of |icensee nanme, for dishonored checks,

for larger loan Iimt, for annual fee and for delingquent

paynent s.

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

Section 1. Section 3A and B of the act of April 8, 1937
(P.L.262, No.66), known as the Consuner Di scount Conpany Act,
anended Decenber 18, 1984 (P.L. 1083, No.216), are anended 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 nmaking | oans or

advances of noney on credit, in the amount or value of [fifteen
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t housand dol Il ars ($15,000)] twenty-five thousand dollars

($25,000) or less, and charge, collect, contract for or receive
i nterest, discount, bonus, fees, fines, conm ssions, charges, or
ot her consi derations which aggregate in excess of the interest
that the | ender would otherw se be permtted by law to charge if
not |licensed under this act on the anmobunt 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 Conmmonweal th, after first
obtaining a license fromthe Secretary of Banking of the
Commonweal t h of Pennsyl vania in accordance with the provisions
of this act.

B. Any person who shall hold hinself out as willing or able

to arrange for or negotiate such |loans of [fifteen thousand

dol lars ($15,000)] twenty-five thousand dollars ($25,000), or

| ess where the interest, discount, bonus, fees, fines,

conmmi ssions or other considerations in the aggregate exceeds the
interest that the | ender woul d otherwi se be permtted by law to
charge or who solicits prospective borrowers of such | oans of

[fifteen thousand dollars ($15,000)] twenty-five thousand

dollars ($25,000), or less shall be deenmed to be engaged in the

busi ness contenpl ated by this act, unless otherwi se permtted by
|aw to engage in such activities. The referring borrowers to a
i censee 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 inposed on the prospective
borrower by the person making the reference. No |icensee shal
knowi ngly include in any |oan under this act any amobunt which is

to be paid by the borrower to another as a fee or charge, no
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matt er how denom nated, for referring said borrower to the
l'i censee.
* x *
Section 2. Section 4 of the act is anended to read:
Section 4. Application for License.--The application for
such license shall be in witing, under oath and in the form
prescri bed by the Secretary of Banking. The application shal
contain the corporate title of the applicant[, which shal
i nclude the words "Consunmer Di scount Conpany"] and any

regi stered or otherwi se qualified nane to be used as a

fictitious business nane; the street and nunber, if any, [office

bui | di ng and room nunber, if any,] city, borough, township or
muni ci pality, and county where the business is to be conducted;
date of incorporation; nane and resi dence address of al
directors; and such other information as the Secretary of
Banki ng may require.

A separate application on the prescribed formshall be filed
for each place of business conducted by a |licensee.

Section 3. Section 13E of the act, anended Decenber 18, 1984
(P.L.1083, No.216), is anmended and the section is anended by
addi ng a subsection 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:

* x *

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
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date of maki ng. When the contract is repayable nore than forty-
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 other provision, exceed [fifteen thousand

dol lars ($15,000)] twenty-five thousand dollars ($25,000) 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 manner provided for in section 17.1 A: Provi ded, however,
That on | oans secured by a security interest, nortgage or other
lien on real property, and in which the principal anobunt exceeds
five thousand dollars ($5,000), a |icensee nay not charge,

contract for, receive, or collect interest in excess of the rate
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specified in section 9 of the act of Decenber 12, 1980
(P.L.1179, No.219), known as the "Secondary Mortgage Loan Act."

* * %

R To collect a fee for a subsequent di shonored check or

i nstrunent taken in paynent, not to exceed the service charge

permitted to be i nposed under 18 Pa.C. S. § 4105(e)(3) (relating

to bad checks).

Section 4. Section 14A of the act, amended Decenber 18, 1984
(P.L.1083, No.216), is anended to read:

Section 14. Licensee Requirenments and Limtations.--A A
licensee shall not permt any person to becone obligated to such
| i censee as a consunmer on one or nore | oan contracts for an
aggregate anmount in excess of [fifteen thousand dollars

($15,000)] twenty-five thousand dollars ($25,000), exclusive of

charges authorized by this act. This limtation shall not apply
to the purchase of contracts which arise fromthe bona fide sale
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

[fifteen thousand dollars ($15,000)] twenty-five thousand

dol lars ($25,000) and charge, contract for, receive or collect

interest or discount at the |legal rate established by the
General Usury Statute of the Commonweal th

* %k

Section 5. Section 17.1 of the act is amended by addi ng
subsections to read:

Section 17.1. Revolving Loan Accounts.--* * *

C. A licensee may charge and coll ect a delinquency charge of

twenty dollars ($20) or ten per cent (10% of each paynent,
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whi chever is higher, for a paynent which is in default for nore

than fifteen (15) days.

D. A licensee may charge, contract for, receive or coll ect

on any revolving | oan account an annual fee not to exceed fifty

dol |l ars ($50) per vyear.

Section 6. Section 18 of the act, anmended Decenber 12, 1994
(P.L.1060, No.144), is anmended to read:

Section 18. Penalties.--Any person who has not obtained a
license fromthe Secretary of Banking of the Comonweal 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 val ue of

[fifteen thousand dollars ($15,000)] twenty-five thousand

dollars ($25,000) or less, and charge, collect, contract for or

receive interest, discount, bonus, fees, fines, conm ssions,
charges or other considerations which aggregate in excess of the
interest that the | ender would otherwi se be permtted by law to
charge if not |icensed under this act on the anmount actually

| oaned or advanced, or on the unpaid principal bal ances 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 sdeneanor, and, upon
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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 mpri sonment not to exceed one year, in the discretion of the
court.

The paynent of [fifteen thousand dollars ($15,000)] twenty-

five thousand dollars ($25,000) 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, com ssions or
ot her 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 amount by which such
assi gned conpensati on exceeds the amobunt of such consideration
actually paid shall for the purpose of regulation under this
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 [fifteen thousand dollars ($15,000)] twenty-

five thousand dollars ($25,000) 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 deenmed 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.
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When real or personal property is pledged as security on a

| oan of [fifteen thousand dollars ($15,000)] twenty-five

t housand dollars ($25,000) or less, and the | ender requires the

borrower to pay for insurance thereon, such charge for insurance
shal | be construed as interest under this act when the | ender
has failed to have such insurance witten by an insurance
conpany | egally authorized to conduct business in Pennsyl vani a.
When the amount charged for such insurance is in excess of the
standard cost of simlar insurance in other insurance conpanies
| egal |y authorized to conduct business in Pennsylvania, the
excess shall be construed as interest under this act.

If a contract is made in good faith in conformty with an
interpretation of this act by the appellate courts of the
Commonweal th or in conpliance with a rule or regul ation
pronmul gated by the Secretary of Banking, no provision of this
section inposing any penalty shall apply, notw thstanding that
after such contract is nade, such interpretation, rule or
regul ation is amended, rescinded or determ ned by judicial or
ot her authority to be invalid for any reason.

Section 7. This act shall take effect immediately.
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