PRI OR PRI NTER S NO. 3197 PRINTER S NO. 3237

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2179 %%

| NTRODUCED BY DALEY, HESS, THOVAS, S| PTROTH, SCAVELLO, M GEEHAN
GECRCE, BELFANTI, BRENNAN, CARROLL, JAMES, JOSEPHS, NMAHONEY,
MYERS, SANTONI, WALKO, BENNI NGTON, HARHAI, KOTI K, WAGNER
J. VH TE AND YEWCI C, FEBRUARY 6, 2008

AS REPORTED FROM COWM TTEE ON COMVERCE, HOUSE OF
REPRESENTATI VES, AS AMENDED, FEBRUARY 12, 2008
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AN ACT
Amrending Titles 7 (Banks and Banking) and 18 (Crines and
O fenses) of the Pennsyl vania Consol i dated Stat utes,
regul ating the nortgage | oan industry in terns of practice,
| icensure and penalties; and providing for unlicensed <—
nortgage | oan activity; AND MAKI NG RELATED REPEALS. <—
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Title 7 of the Pennsylvani a Consol i dated Statutes

i s amended by adding parts to read:

61. Mortgage Loan | ndustry Licensi ng and Consunmer Protection

CHAPTER 61

MORTGAGE LOAN | NDUSTRY LI CENSI NG AND CONSUMER PROTECTI ON
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A Prelimnary Provisions

Li cense Requirenents and Excepti ons

Adm ni strative and Li censure Provisions

B
C. Mrtgage Loan Business Restrictions and Requirenents
D.
E

M scel | aneous Provi si ons

SUBCHAPTER A

PRELI M NARY PROVI SI ONS

Sec.

6101. Scope of chapter.

6102. Definitions.

8 6101. Scope of chapter.

This chapter relates to nortgage | oan i ndustry |icensi ng and

consuner protection.

§ 6102. Definitions.

The foll owi ng words and phrases when used in this chapter

shal|l have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Advance fee." Any funds requested by or to be paid to a

person i n advance of or during the processi ng of a nortgage | oan

application, excluding those fees paid by a consuner directly to

a credit agency reporting bureau, title conpany or real estate

"Applicant." A person who applies for a |license under this

"Banki ng institution." Any of the foll ow ng:

(1) A State-chartered bank, bank and trust conpany,

savi ngs bank or private bank.

(2) A national bank.

(3) A federally chartered or State-chartered savi ngs
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associ ati on.

(4) An operating subsidiary of any of the entities

li sted under this definition.

"Billing cycle." |In respect to open-end nortgage | oans, the

tinme interval between periodic billing dates. A billing cycle

shall be considered to be a nonthly cycle if the cl osing date of

the cycle is the sane date each nonth or does not vary by nore

than four days fromthat date.

"Branch." An office or other place of business, other than

the principal place of business, located in this Commpnweal th or

any other state, where a person engages in the nortgage | oan

busi ness subject to this chapter.

"Consuner di scount conpany." A licensee under the act of

April 8, 1937 (P.L.262, No.66), known as the Consuner Di scount

Company Act.
"Departnent."” The Departnent of Banking of the Commonweal t h.
"Finder's fee" or "referral fee." Any paynent of nobney or

ot her consideration for the referral of a nortgage |loan to a

|i censee, except for consideration paid for goods or facilities

actually furni shed or services actually perforned.

"First nortgage loan." A loan which is secured in whole or

in part by a first lien upon any interest in real property

created by a security agreenent, including a nortgage,

i ndenture, deed of trust or any other sinmlar instrument or

docunent, which real property is used as a one-famly to four-

famly dwelling, a portion of which may be used for

nonr esi denti al pur poses.

"First nortgage | oan business.” The nprtgage | oan busi ness

as applied to first nortgage | oans.

"Li censee." A person who is |licensed under this chapter.

20080H2179B3237 - 3 -
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"Lock-in agreenment." An agreenment between a nortgage | ender

and a consuner whereby the nortgage | ender guarantees, until a

specified date, the availability of a specified rate of interest

or specified fornula by which the rate of interest and a

speci fic nunber of discount points will be determined, if the

nortgage | oan i s approved and cl osed by the specified date. If a

specified date is not determ nable, the nortgage | ender nay

fulfill the requirenent of this definition by setting forth with

specificity the nethod by which the duration of the | ock-in

period will be determ ned.

"Mortgage broker." A person who engages in the nortgage | oan

busi ness by directly or indirectly negotiati ng or pl acing

nortgage | oans for others in the prinmary narket for

consi der ati on.

"Mortgage | ender." A person who engages in the nortgage | oan
busi ness by deingany—of the followng— <—
2t . I i I .. ) | closi
I i th : o i I ) I :
consideration—
2)—Servieing—rortgage—toeans— DI RECTLY OR | NDI RECTLY <
ORI G NATI NG AND CLOSI NG MORTGAGE LOANS WTH I TS OAN FUNDS | N

THE PRI MARY MARKET FOR CONSI DERATI ON

"Mortgage loan." A first or secondary nortgage | oan, or

both, as the context nmy require.

"Mortgage | oan busi ness." The busi ness of adverti sing,

causing to be advertised, soliciting, negotiating or arranging

in the ordinary course of business or offering to make or nmking

or—servieing nortgage | oans. <

"Mortgage | oan correspondent."” A person who engages in the

nort gage | oan business by directly or indirectly originati ng and

20080H2179B3237 - 4 -
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closing nortgage loans in his or her own nane utilizing funds

provi ded by a whol esal e tabl e funder or other fundi ng sources

under the circunstances descri bed under section 6123(6)

(relating to nortgage | oan busi ness prohi bitions) and

si mul t aneously assi gni ng the nortgage | oans to the whol esal e

tabl e funder.

"Mortgage originator." An individual not |icensed as a

nort gage | ender, nortgage broker or | oan correspondent under

this chapter who solicits, accepts or offers to accept nortgage

| oan applications, or neqgotiates nortgage | oan ternms, in other

than a clerical or mnisterial capacity and who is personally

and reqgularly in direct contact, in witing, including

el ectroni c nessagi nqg, or by voice conmuni cation, with consuners

with regard to the solicitati ons, acceptances, offers or

negoti ati ons. The term does not include directors, partners or

ultimate equitable owners of 10% or nore of a |licensee.

"Open-end loan." A nportgage | oan nade by a nortgage | ender

under this chapter pursuant to an agreenent between the nortgage

| ender and the consuner whereby all of the foll owi ng applvy:

(1) The nortgage | ender nay permt the consuner to

obtai n advances of nobney fromthe |licensee fromtine to tine

or the nortgage | ender may advance noney on behal f of the

consuner fromtine to tine as directed by the consuner.

(2) The anmpbunt of each advance, interest and permtted

charges and costs are debited to the consuner's account and

paynents and other credits are credited to the sane account.

(3) Interest is conputed on the unpaid principal bal ance

or bal ances of the account outstanding fromtine to tine.

(4) The consuner has the privil ege of payi ng the account

in full at any tinme or, if the account is not in default, in

20080H2179B3237 - 5 -
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nmonthly install nents of fixed or determ nabl e anpbunts as

provided in the open-end | oan agr eenent.

"Person."” An individual, association, joint venture or
joi nt-stock conmpany, partnership, limted partnership, limted
partnership association, limted liability conpany, business

corporation, nonprofit corporati on or any other group of

i ndi vi dual s, however organi zed.

"Primary market." The market wherein nortgage | oans are

ori gi nated between a | ender and a consuner.

"Princi pal place of business.”" The primary office of a

person located in this Commbpnweal th which is staffed on a full -

tinme basis and at which the person's books, records, accounts

and docunents are nmi ntai ned.

"Secondary nortgage loan." A loan which is secured in whol e

or in part by a lien upon any interest in real property created

by a security agreenent, including a nortgage, indenture, deed

of trust or any other sim/lar instrunent or docunment, which real

property is subject to a prior lien and which is used as a one-

famly to four-famly dwelling, a portion of which may be used

f or nonresidential purposes.

"Secondary nortgage | oan business." The nortgage | oan

busi ness as applied to secondary nortgage | oans.

n H _ n H 3 <

"Tangi bl e net worth." Net worth |less the foll owi ng assets:

(1) That portion of any assets pl edged to secure

obligati ons of any person other than that of the applicant.

(2) Any asset, except construction | oan receivabl es

20080H2179B3237 - 6 -
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secured by first nortgages fromrel ated conpani es, due from

officers or stockholders of the applicant or rel ated

conpanies in which the applicant's officers or stockhol ders

have an i nterest.

(3) That portion of the value of any narketabl e

security, listed or unlisted, not shown at | ower of cost or

mar ket val ue, except for any shares of Federal Nati onal

Mort gage Associ ation stock required to be held under a

servi ci ng agreenent, which are carried at cost.

(4) Any anpbunt in excess of the |ower of the cost or

mar ket val ue of nortgages in forecl osures, construction | oans

or forecl osed property acquired by the applicant through

f or ecl osur e.

(5) Any investnent shown on the bal ance sheet in the

applicant's joint ventures, subsidiaries, affiliates or

rel ated conpani es which is greater than the val ue of the

assets at equity.

(6) Goodwill.

(7) The value placed on i nsurance renewal s or property

managenent contract renewal s or other sinm |l ar intangibles of

t he appli cant.

(8) Oganization costs of the applicant.

(9) The value of any servicing contracts held by the

applicant not determi ned in accordance with the Anerican

Institute of Certified Public Accountants Statenent of

Positi on 76-2, dated Auqgust 25, 1976, or subsequent revisions

(10) Any real estate held for investnment where

devel opnent will not start within two years fromthe date of

its initial acquisition.

20080H2179B3237 - 7 -
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(11) Any | easehol d i nprovenents not being anortized over

the | esser of the expected |life of the asset or the renni ning

termof the | ease.

(12) Any fees paid or coll ected which are not

recoverabl e through the closing or selling of | oans.

"Whol esal e table funder." A licensed nortgage | ender or

person exenpt under section 6112(1) or (7) (relating to

exceptions to license requirenments) who, in the requl ar course

of busi ness, provides the funding for the cl osi ng of nortgage

| oans through nortgage | oan correspondents and who by assi gnnent

obtains title to the nortgage | oans.

SUBCHAPTER B

LI CENSE REQUI REMENTS AND EXCEPTI ONS

Sec.

6111. Li cense requirenents.

6112. Exceptions to |icense requirenents.

8 6111. Li cense requirenents.

(a) GCeneral rule.--Except as provided under subsecti ons (b)

and (c) and section 6112 (relating to exceptions to |license

requi renents), on and after the effective date of this section,

no person shall engage in the nortgage | oan business in this

Commpnweal th wi thout being |licensed as a nortgage broker,

nort gage | ender, nortgage | oan correspondent or nortgage

originator as provided under this chapter. A nortgage ori gi nator

may not engage in the nortgage | oan busi ness unl ess the nortgage

originator is enployed and supervised by a |licensed nortgage

broker, nortgage | ender or nortgage | oan correspondent.

(b) Licensed activity exceptions. - -

(1) A nortgage | ender nay act as a nortqgage broker or

nort gage | oan correspondent w thout a separate nortgage

20080H2179B3237 - 8 -
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broker or nortgage | oan correspondent |license and, if

li censed as an individual, may performthe services of a

nortgage ori gi nator without a separate nortgage ori gi nator

i cense.

(2) A nortgage | oan correspondent may act as a nortgage

broker wi thout a separate nportgage broker |license and, if

li censed as an individual, may performthe services of a

nortgage ori gi nator without a separate nortgage ori gi nator

i cense.

(3) A person |licensed as a nortgage broker nmay only

performthe services of a nortgage broker. |If a nortgage

broker is |licensed as an individual, a nortgage broker nmay

performthe services of a nortgage origi nator w thout a

separate nortgage origi nator |icense.

(c) Loans for business or commerci al purposes.--This chapter

shall not apply to nortgage | oans nade for busi ness or

commer ci al pur poses.

8 6112. Exceptions to |icense requirenents.

The foll owi ng persons shall not be required to be |icensed

under this chapter in order to conduct the nortgage | oan

busi ness:

(1) A banking institution or a federally chartered or

State-chartered credit union, if the prinmary regul ator of the

banki ng institution or federally chartered or State-chartered

credit union supervises the banking institution or federally

chartered or State-chartered credit union.

(2) An attorney authorized to practice lawin this

Commpnweal th not ot herw se engaged in or hol ding hi nself or

herself out to the public as being engaged in the nortgage

| oan busi ness who acts as a nortgage broker in negotiating or

20080H2179B3237 - 9 -



1 placing a nortgage loan in the normal course of |egal

2 practice.

3 (3) A person who either originates, neqgotiates or

4 services less than three nortgage |loans in a calendar year in
5 this Commonweal th, unless the person is otherw se deened to
6 be engaged in the nortgage | oan business by the departnent.
7 (4) Any agency or instrunentality of the Federal

8 Governnent _or _a corporation otherwi se created by an act of

9 the United States Congress, including the Federal National
10 Mort gage Associ ation, the Governnent National Mortgage

11 Associ ation, the Veterans' Adnministration, the Federal Hone
12 Loan Mrtgage Corporation and the Federal Housing

13 Admi ni stration.

14 (5) Any agency or instrunentality of a state or | ocal
15 governnent, the District of Colunbia or any territory of the
16 United States, including the Pennsylvani a Housi ng Fi nance

17 Agency and ot her governnent housing finance agencies.

18 (6) Consuner di scount conpani es, except that a consuner
19 di scount conpany that acts as a nortgage broker, nortgage
20 | ender or nortgage | oan correspondent other than under the
21 provisions of the act of April 8, 1937 (P.L.262, No.66),
22 known as the Consuner Discount Conpany Act shall be subj ect
23 to the provisions of Subchapter C (relating to nortgage | oan
24 busi ness restrictions and requirenents) and sections
25 6131(c)(2) and (3) (relating to application for |icense),
26 6135 (relating to |licensee requirenents), 6138 (relating to
27 authority of departnent) and 6140(b) (relating to penalties).
28 Enpl oyees of licensees under the Consuner Di scount Conpany
29 Act that act as nortgage originators shall be subject to the
30 licensing requirenents of this chapter. Consuner di scount

20080H2179B3237 - 10 -
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conpani es that enpl oy nortgage oriqgi nators shall be subject

to the sanme requirenents as nortgage |l enders in reqgard to the

enpl oynent and supervi si on of nortgage ori gi nators.

(7) Except for consuner di scount conpanies, affiliates

of banking institutions and subsidiaries and affili ates of

federally chartered or State-chartered credit uni ons, except

that the subsidiaries and affiliates shall:

(i) be subject to the provisions of Subchapter C and

sections 6135(a)(2), (3), (4) and (5), (b) and (c), 6138

and 6140(b);

(ii) deliver as required to the departnent annually

copies of financial reports made to all supervisory

agenci es; and

(iii) be registered with the departnent.

(8) Enpl oyees of a nortgage broker, nortgage | ender or

nort gage | oan correspondent, to the extent that the enpl oyees

are not otherwi se required to be |licensed as nortgage

ori gi nators.

(9) Enpl oyees of excepted persons enunerated under this

section, unless otherw se provided under this subsecti on.

(10) Any individual not otherw se engaged in or hol di ng

hi nself out to the public as bei ng engaged in the nortgage

| oan busi ness who becones the subsequent hol der of nore than

two nortgage loans in a cal endar year solely for investnent

pur poses and who does not service nortgage | oans.

(11) Nonprofit corporati ons not otherw se engaged in or

hol di ng thensel ves out to the public as bei ng engaged i n the

nort gage | oan busi ness neki ng nortgage | oans to pronote hone

ownershi p or i nmprovenents for the di sadvant aged.

(12) A nonprofit corporati on not otherw se engaged in or

20080H2179B3237 - 11 -



1 holding itself out to the public as being engaged in the

2 nortgage | oan business which neets all of the foll ow ng:

3 (i) Does not nmake nore than 12 nortgage |loans in a
4 cal endar year with its own funds, not including funds

5 borrowed through warehouse lines of credit or_ other

6 sources for_the purpose of naking nortgage | oans.

7 (ii) Makes nortgage |oans which are retained in the
8 corporation's own portfolios and not reqularly sold to
9 others and are nmade to pronote and _advance the cul tural
10 traditions and lifestyles of bona fide reliqgious

11 or gani zati ons.

12 SUBCHAPTER C

13 MORTGAGE LOAN BUSI NESS RESTRI CTI ONS AND REQUI REMENTS

14 Sec.

15 6121. General requirenents.

16 6122. Powers conferred on certain |licensees engaged in the

17 nort gage | oan busi ness.

18 6123. Mort gage | oan busi ness prohi bitions.

19 6124. Prohi bited cl auses in nortgage | oan docunments.

20 6125. Mort gage | endi ng aut hority.

21 6126. Requi renents as to open-end | oans.

22 § 6121. Ceneral requirenents.

23 A licensee shall do all _of the follow ng:

24 (1) Conply with all provisions of the act of January 30,
25 1974 (P.L.13, No.6), referred to as the Loan Interest and

26 Protection Law (Usury Law). This paragraph shall not

27 supersede_section 501 of the Depository Institutions

28 Derequl ation and Monetary Control Act of 1980 (94 Stat. 161,
29 12 U.S.C. 8§ 1735f-7a) or the Alternative Mrtgage Transaction
30 Parity Act of 1982 (96 Stat. 1545, 12 U S.C. 88 3801-3806 et

20080H2179B3237 - 12 -



1 seq.).

2 (2) Conply with the provisions of the act of Decenber 3,
3 1959 (P.L.1688, No.621), known as the Housing Fi nance Agency
4 Law, that are applicable to the licensee.

5 (3) Conply with all applicable Federal |aw, including

6 the Real Estate Settl|lenent Procedures Act (88 Stat. 1724, 12
7 U.S.C. 88 2601 et seq.), the Truth in Lending Act (82 Stat.

8 146, 15 U.S.C. 88 1601 et seq.) and the Equal Credit

9 Qoportunity Act (88 Stat. 1521, 15 U.S.C. 88 1691 et seq.).
10 (4 Gve to the consuner a copy of the prom ssory note
11 evidencing the nortgage | oan and any nortgage | oan agreenent,
12 nortgage instrunent or other docunent evidencing a nortgage
13 | oan _signed by the consuner.

14 (5) Gve to the consuner witten evidence of credit

15 life, credit and accident and health, credit unenpl oynent and
16 property insurance, if any, provided by the |icensee to the
17 consuner.

18 (6) If a paynent is nade in cash on account of a

19 nortgage |loan, give to the consuner _at the tine the paynent
20 is actually received a witten receipt which shall show the
21 account nunber or other identification nmark or synbol, date,
22 amount pai d and, upon request of the consuner, the unpaid
23 bal ance of the account prior to and after the cash paynent.
24 (7) Upon witten request fromthe consuner, give or
25 forward to the consuner within ten days fromthe date of
26 receipt of the request a witten statenent of the consuner's
27 account which shall show the dates and anounts of al
28 install nent paynents credited to the consuner's account, the
29 dates, ampunts and an explanation of all other charges or
30 credits to the account and the unpai d bal ance of the account.

20080H2179B3237 - 13 -
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A licensee shall not be required to furnish nore than two

statenents in any 12-nonth peri od.

(8) If a nortgage loan is paid in full or, in the case

of an open-end | oan, the nortgage | ender is no | onger

obligated to make future advances to the consuner, the

nortgage | ender shall do all of the foll ow ng:

(i) Cancel any insurance provided by the |licensee in

connection with the nortgage | oan and refund to the

consuner, in accordance with requl ati ons pronul gat ed by

the | nsurance Departnent, any unearned portion of the

prem um for the insurance.

(ii) Stanp or wite on the face of the nortgage | oan

agreenent or promnmi ssory note evidencing the nortgage | oan

"Paid in Full" or "Canceled," the date paid and, within

60 days, return the nortgage | oan agreenent or promn ssory

note to the consuner

(iii) Release any lien on real property and cancel

the sane of record and, at the tine the nortgage | oan

agreenent or promnmi ssory note evidencing the nortgage | oan

is returned, deliver to the consuner good and suffi ci ent

assi gnnents, rel eases or any other certificate,

i nstrunent or docunent as may be necessary to evi dence

the rel ease.

(9) Provide for periodic accounti ng of any escr ow

accounts held by the nortgage | ender to the consunmer not | ess

t han annual |l y, showi ng the anounts received fromthe consuner

and the anpunts di sbursed fromthe accounts.

(10) Refund all fees, other than those fees paid by the

licensee to a third party, paid by a consuner when a nortgage

loan is not produced within the tine specified by the

20080H2179B3237 - 14 -
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nort gage broker, nortgage | ender or nortgage | oan

correspondent at the rate, termand overall cost agreed to by

the consunmer. This paragraph shall not apply if the failure

to produce a nortgage loan is due solely to the consuner's

negl i gence, his or her refusal to accept and close on a | oan

commitnent or his or her refusal or inability to provide

i nformati on necessary for processing, including enpl oynent

verifications and verifications of deposits. The |licensee

shall disclose to the consunmer, in witing, at the tine of a

| oan application which fees paid or to be paid are

nonr ef undabl e.

(11) Ensure that all |ock-in agreenents shall be in

witing and shall contain at | east the foll owi ng provisions:

(i) The expiration date of the |ock-in, if any.

(ii) The interest rate |locked in, if any.

(iii) The discount points |ocked in, if any.

(iv) The fee locked in, if any.

(v) The lock-in fee, if any.

(12) Upon witten request fromthe consuner or a person

aut hori zed by the consuner, provide, within ten days fromthe

date of receipt of the request, a witten statenment regarding

t he unpai d bal ance of a consuner's nortgage | oan or account.

The statenment shall contain the total anpunt required to pay

off a nortgage | oan and a specific expiration date for the

payoff information. A licensee shall not be required to

furnish nore than two statenments in any 12-nonth peri od.

(13) In the case of a nortgage broker, nortgage | ender or

nort gage | oan correspondent, do all of the foll ow ng:

(i) Maintain supervision and control of and

responsibility for the acts and om ssions of all nortgage

20080H2179B3237 - 15 -



1 originators enployed by the |icensee.

2 (ii) Mintain a list of all current and forner

3 nortgage originators enployed by the |icensee and the

4 dates of the enploynent.

5 (iii) In the event that a licensee believes that a
6 nort gage originator enployed by the |icensee has engaged
7 in any activity that is illegal or in violation of this
8 chapter or any reqgulation or statenent of policy

9 pronul gated under this chapter, the |licensee shal

10 provide the departnment with witten notification of the
11 belief and the licensee's proposed corrective neasures
12 within 30 days. A licensee shall not be liable to a

13 nortgage originator in connection with the notification.
14 8§ 6122. Powers conferred on certain |licensees engaged in the
15 nort gage | oan busi ness.

16 (a) Mortgage lenders.--1f they are in conpliance with the
17 provisions of this chapter, all nortgage | enders engaged in the
18 nortgage | oan business shall have power and authority:

19 (1) To neke first and secondary nortgage | oans.
20 (2) To collect fees or premuns for title exam nation,
21 abstract of title, title insurance, credit reports, surveys,
22 apprai sals, notaries, postage, including nessenger and
23 express carrier, tax service or other costs or fees actually
24 related to the processing of a nortgage |oan application or
25 maki ng of a nortgage |oan, when the fees are actually paid or
26 incurred by the |licensee and to collect fees or charges
27 prescribed by |aw which actually are or will be paid to
28 public officials for deternm ning the existence of or for
29 perfecting or releasing or satisfying any security related to
30 the nortgage |oan and include these in the principal of the
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nor t gage | oan.

(3) To provide access to credit life, credit disability,

credit accident and health and credit unenpl oynent i nsurance.

A consuner shall not be conpelled to purchase credit |ife,

credit disability, credit accident and health or credit

unenpl oynent i nsurance as a condition of the making of a

nortgage | oan, and all contracts utilized shall reflect a

clear disclosure that the purchase of credit life, credit

disability, credit accident and health or credit unenpl oynent

insurance is not a prerequisite to obtai ning a nortgage | oan.

If, however, the consuner elects to obtain credit |ife,

credit disability, credit accident and health or credit

unenpl oynent i nsurance through the |licensee, the consuner

shall consent thereto in witing. |If consuners desire joint-

life or joint accident and health i nsurance, all consuners

shall consent thereto in witing. The i nsurance shall be

obtai ned from an i nsurance conpany authori zed by the | aws of

this Commonweal th to conduct business in this Conmbnweal t h.

Any benefit or return to the licensee fromthe sale or

provi sion of the insurance shall not be included in the

conputati on of the nmaxi nrum charge authori zed for nortgage

| oans under this chapter and shall not be deened a viol ation

of this chapter when the insurance is witten pursuant to the

| aws of this Commonweal th governi ng i nsurance.

(4) To require property insurance on security agai nst

reasonabl e ri sks of | oss, damage and destruction and to

provi de access to the insurance to the consuner. The anount

and termof the insurance shall be reasonable in relation to

the anpbunt and term of the nortgage | oan contract and the

value of the security. This requirenent shall be satisfied if
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1 t he consuner denonstrates at the tine the nortgage loan is

2 made that the consuner has valid and collectible insurance

3 covering the property to be insured and has furnished the

4 licensee with a | oss payabl e endorsenent sufficient for the

5 protection of the licensee. If the consuner elects to obtain
6 property insurance through the |licensee, the consuner_ shal

7 consent thereto in witing, and the insurance shall be

8 obtai ned from an insurance conpany authorized by the | aws of
9 this Commonweal th to conduct business in this Conmonwealth.
10 Any benefit or return to the Iicensee fromthe sale or

11 provision of property insurance shall not be included in the
12 conputation of the maxi num charge authorized for nortgage

13 | oans under this chapter and shall not be deened a violation
14 of this chapter when the insurance is witten pursuant to the
15 laws of this Commonweal th governing insurance. The prenium
16 for any property insurance may be included in the principal
17 amount of the nortgage | oan requested by the consuner.

18 However, the premi um shall be disclosed as a separate item on
19 the face of the principal contract docunent and the
20 | i censee' s individual consuner | edger records.
21 (5) To collect a fee for a subsequent di shonored check
22 or _instrunent taken in paynent, not to exceed the service
23 charge pernmtted to be inposed under 18 Pa.C. S. 8 4105
24 (relating to bad checks).
25 (b) Mortgage brokers and | oan correspondents. --Provided they
26 are in conpliance with the provisions of this chapter, al
27 nortgage brokers and nortgage | oan correspondents shall have
28 power and authority:
29 (1) To collect title exam nation, credit report and
30 apprai sal fees actually related to the nmaking of a nortgage
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1 | oan when the fees are actually paid or incurred by the

2 licensee and to include the fees in the principal of the

3 nortgage | oan which is being negotiated or arranged.

4 (2) To charge a broker's fee if the fee is disclosed to
5 t he consuner for whomthe loan is being negotiated or

6 arranged.

7 (3) To accept froma licensee a fee or premumfor

8 brokering or cobrokering a nortgage |oan, provided that the

9 paynent and acceptance of the fee or premiumis in conpliance
10 with Federal law, including the Real Estate Settl enent

11 Procedures Act of 1974 (Public Law 93-533, 88 Stat. 1724).

12 8§ 6123. Mortgage | oan business prohibitions.

13 A licensee engaging in the nortgage | oan business shall not:
14 (1) Charge, contract for, collect or receive charges,

15 fees, prem uns, conmi Ssions or other considerations in excess
16 of those authorized by the provisions of this chapter.

17 (2) Disburse the proceeds of a nortgage loan in any form
18 ot her than cash, electronic funds transfer, certified check
19 or _cashier's check where the proceeds are disbursed by the
20 licensee to a closing agent. This paragraph shall not be
21 construed as requiring a lender to utilize a closing agent
22 and shall not apply to disbursenents by check directly from
23 the Iicensee's account payable to the consuner, consuner
24 designees or other parties due funds fromthe closing.
25 (3) Advertise, cause to be advertised or otherw se
26 solicit whether orally, in witing, by telecast, by broadcast
27 or in any other nmanner any statenent or representation which
28 is false, msleading or deceptive.
29 (4) Require a consuner to pay, to the licensee or any
30 ot her person, a broker's fee, finder's fee, conm Ssion,
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prem um or any ot her charges for obtai ni ng, procuring or

pl aci ng of a nortgage | oan, except as provi ded under this

chapter. This restriction shall not prohibit a nortgage

| ender frompaying a fee to a nortgage broker in connection

with the placenent or procurenent of a nortgage | oan, nor

prohi bit a consuner fromrequesting or directing a nortgage

| ender licensee to pay a fee fromthe proceeds of a nortgage

loan or include it in the anbunt to be financed.

(5) WMake any nortgage | oan on the conditi on, agreenent

or understandi ng that the consumer contract with any specific

person or organi zation for insurance servi ces as agent,

broker or underwiter.

(6) In the case of a nortgage | oan correspondent,

service nortgage | oans or close nortgage | oans utili zi ng

fundi ng other than a whol esal e tabl e funder, except in an

energency circunstance where whol esale table funding i s not

avai | abl e.

(7)) In the case of a nortgage broker or nortgage

originator, commt to close or close nortgage loans in its

own nane, service nortgage | oans, enter into | ock-in

agreenents or collect |ock-in fees, provided, however, that a

nort gage broker or nortgage origi nator can provide a | ender's

| ock-in agreenent to a consuner on behalf of that | ender and

collect |lock-in fees payable to that | ender on the | ender's

behal f.

(8) In the case of a nortgage origi nator, accept any

fees fromconsuners in the nortgage origi nator's own nane. A

nortgage ori gi nator may accept fees payable to the nortgage

originator's enployer |licensee and fees payable to third-

party entities on behalf of the nortgage originator's
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1 enpl oyer licensee. A nortgage originator may not accept

2 advance fees payable to the nortgage originator's enpl oyer

3 | icensee unless the licensee is authorized to collect advance
4 fees under this chapter.

5 8 6124. Prohibited clauses in nortgage | oan docunents.

6 No witing of any kind executed in connection with a nortgage
7 loan shall contain:

8 (1) An agreenent whereby the consuner waives any rights

9 accruing to the consuner under the provisions of this

10 chapter.

11 (2) An irrevocabl e wage assignnent of, or order for the

12 paynent of, any salary, wages, conm Ssions or_any other

13 conpensation for services, or any part thereof, earned or to

14 be earned.

15 (3) An agreenent to pay any anount other than the unpaid
16 bal ance of the nortgage | oan agreenent or proni ssory note or

17 any other charge authorized by this chapter.

18 8§ 6125. Mort gage | endi ng aut hority.

19 (a) First nortgage | oans. --Mirtgage | enders engaged in the

20 first nortgage | oan busi ness may nake first nortgage | oans

21 pursuant to:

22 (1) the act of January 30, 1974 (P.L.13, No.6), referred
23 to as the Loan Interest and Protection Law, or

24 (2) if the licensee is qualified, applicable Federal

25 law, including the Alternative Mrtgage Transaction Parity

26 Act of 1982 (Public Law 97-320, 12 U.S.C. 8§ 3801 et seq.) and
27 the Depository Institution Deregulation and Mnetary Control
28 Act of 1980 (94 Stat. 161, Public Law 96-221).

29 (b) Secondary nortgage | oans.--Mrtgage | enders engaged in

30 the secondary nortgage | oan busi ness nay:
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1 (1) if the licensee is qualified, nake secondary

2 nortgage |oans on terns_as are perm ssible under applicable

3 Federal law, including the Alternative Mrtgage Transaction

4 Parity Act of 1982; or

5 (2) (1) meke secondary nortgage | oans repayable in

6 installments and charge, contract for _and receive thereon
7 interest at a rate not exceeding 1.85% per nonth. No

8 interest shall be paid, deducted or received in advance,
9 except that interest fromthe date of disbursenent of

10 funds to the consuner to the first day of the foll ow ng
11 nonth and shall be permtted in the event the first

12 install nent paynent is nore than 30 days after the date
13 of disbursenent. Interest shall not be conpounded and

14 shal |l be conputed only on unpaid principal bal ances.

15 However, the inclusion of earned interest in a new note
16 shal |l not be consi dered conpoundi ng. For the purpose of
17 conputing interest, a nonth shall be any period of 30

18 consecutive days;

19 (ii) charge and collect an application fee not
20 exceeding 3% of the original principal anmount of the
21 nortgage |oan. The fee shall be fully earned at the tine
22 the nortgage |oan is nade and nay be added to the
23 principal ampunt of the nortgage | oan. No application fee
24 may be coll ected on subsequent advances nade pursuant to
25 an open-end loan if the full fee of 3% of the credit
26 limt was collected at the tine the open-end | oan was
27 made; or
28 (iii) charge and collect a delingquency charge of $20
29 or _10% of each paynent, whichever is greater, for a
30 paynment which is nore than 15 days | ate.
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1 §8 6126. Requirenents as to open-end | oans.

2 The follow ng shall apply:

3 (1) A nortgage | ender may neke open-end | oans and may

4 contract for and receive thereon interest and charges as set
5 forth under this chapter.

6 (2) A nortgage | ender shall not conpound interest by

7 addi ng _any unpaid interest authorized by this section to the
8 unpai d principal balance of the consuner's account, provided
9 however, that the unpaid principal balance may include the
10 addi tional charges authorized by this subchapter.

11 (3) Interest authorized by this section shall be deened
12 not to exceed the maxinmuminterest permtted by this

13 subchapter if the interest is conputed in each billing cycle
14 by any of the foll ow ng nethods:

15 (i) by converting the nonthly rate to a daily rate
16 and nultiplying the daily rate by the applicable portion
17 of the daily unpaid principal balance of the account, in
18 which case the daily rate shall be 1/30 of the nonthly
19 rate;
20 (ii) by nmultiplying the nonthly rate by the
21 applicable portion of the average nonthly unpaid
22 princi pal balance of the account in the billing cycle, in
23 whi ch case the average daily unpaid principal balance is
24 the sum of the anount unpaid each day during the cycle
25 di vided by the nunber of days in the cycle; or
26 (iii) by converting the nonthly rate to a daily rate
27 and nultiplying the daily rate by the average daily
28 unpai d principal balance of the account in the billing
29 cycle, in which case the daily rate shall be 1/30 of the
30 nonthly rate.
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1 (4) For all of the nethods of conputation in paragraph
2 (3)(i), (ii) and (iii), the billing cycle shall be nonthly,

3 and the unpaid principal balance on any day shall be

4 determ ned by adding to any bal ance unpaid as of the

5 begi nning of that day all advances and ot her perm ssible

6 amounts charged to the consuner and deducting all paynents

7 and other credits nade or received that day.

8 (5) The consuner may at any tine pay all or _any part of
9 t he unpai d balance in the consuner's account wi thout

10 prepaynent penalty or, if the account is not in default, the
11 consuner nmay pay the unpaid principal balance in nonthly

12 installnments. M ninumnonthly paynent requirenents shall be
13 determ ned by the |icensee and set forth in the agreenent

14 evi denci ng the open-end | oan.

15 (6) A nortgage | ender may contract for and receive the
16 fees, costs and expenses pernmitted by this subchapter on

17 other first or secondary nortgage |oans, subject to all the
18 conditions and restrictions set forth in this subchapter,

19 with the follow ng variations:
20 (i) If credit life or disability insurance is
21 provided and if the insured dies or becones disabled when
22 there is an outstandi ng open-end | oan i ndebtedness, the
23 i nsurance shall be sufficient to pay the total bal ance of
24 the | oan due on the date of the consuner's death in the
25 case of credit life insurance, or all mni nrum paynents
26 whi ch becone due on the |oan during the covered period of
27 disability in the case of credit disability insurance.
28 The additional charge for credit life insurance or credit
29 disability insurance shall be calculated in each billing
30 cycle by applying the current nonthly premumrate for
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i nsurance, as the rate nay be determ ned by the | nsurance

Conmmi ssioner, to the unpaid bal ances in the consuner's

account, using any of the nethods specified in paragraph

(3) for the calcul ati on of | oan char ges.

(ii) No credit life or disability insurance witten

in connection with an open-end | oan shall be cancel ed by

the |icensee because of delinquency of the consuner in

the maki ng of the required m ni num paynents on the | oan

unl ess one or nore of the paynents is past due for a

peri od of 90 days or nore, and the |licensee shall advance

to the insurer the anpunts required to keep the insurance

in force during the period, which amounts nay be debited

to the consuner's account.

(iii) The ampunt, terns and conditi ons of any

i nsurance agai nst | oss or danage to property nust be

reasonable in relation to character and val ue of the

property i nsured and the naxi rum anti ci pat ed anpunt of

credit to be extended.

(7) Notwi thstandi ng any other provisions in this chapter

to the contrary, a nortgage |l ender may retain any security

interest in real or personal property until the open-end | oan

is termnated, provided that, if there is no outstandi ng

bal ance in the account and there is no conmitnent by the

li censee to make advances, the nortgage | ender shall, within

ten days following witten denmand by the consuner, deliver to

the consunmer a rel ease of the nortgage, indenture, deed of

trust or any other simlar instrunent or document on any real

property taken as security for the open-end | oan. The

nortgage | ender shall include on all billing statenents

provided in connection with an open-end | oan a statenent that
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the |licensee retains a security interest in the consuner's

real property whenever the security interest has not been

r el eased.

(8) A nortgage | ender nmay charge, contract for, receive

or collect on any open-end | oan account an annual fee not to

exceed $50 per vear.

SUBCHAPTER D

ADM NI STRATI VE AND LI CENSURE PROVI SI ONS

Sec.

6131. Application for |icense.

6132. Li cense f ees.

6133. | ssuance of |icense.

6134. Li cense durati on.

6135. Li censee requirenents.

6136. Li censee linitations.

6137. Surrender of |icense.

6138. Authority of departnent.

6139. Suspension, revocation or refusal.

6140. Penal ti es.

8 6131. Application for |icense.

(a) Contents.--An application for a |license under this

chapter shall be on a form prescri bed and provi ded by the

depart nent.

(1) In the case of a nortgage broker, nortgage | ender or

nort gage | oan correspondent, the application shall include

the foll ow ngQ:

(i) The nane of the applicant.

(ii) The address of the principal place of business

of the applicant and the address or addresses where the

applicant's nortgage | oan business is to be conduct ed.
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(iii) The full name, official title and busi ness

address of each director and princi pal officer of the

nort gage | oan busi ness.

(iv) Any other information that may be required by

t he depart nent.

(2) In the case of a nortgage origi nator, the

application shall include the foll ow ng:

(i) The nane of the applicant.

(ii) The nanme of the enpl oyer |icensee of the

applicant and | ocati on of the enpl oyer |licensee to which

the applicant i s assi gned.

(iii) Any other information that may be required by

t he depart nent.

(3) An applicant shall denpbnstrate to the depart nent

that policies and procedures have been devel oped to receive

and process consuner ingquiries and qgri evances pronptly and

(b)Y Duty to update.--All applicants and |icensees shall be

required to provide the departnent with witten notice of the

change in any infornmati on contained in an application for a

license or for any renewal of a license within ten days of an

applicant or |licensee beconm ng aware of the change.

(c) Mortgage | ender license.--The departnent shall issue a

nortgage | ender |icense applied for under this chapter if the

appl i cant has:

(1) Been approved by or neets the current criteria for

approval of at | east one of the foll ow ng:

(i) Federal National Mortgage Associ ati on.

(ii) Federal Honme Loan Mortgage Cor porati on.

(iii) Federal Housing Adm ni stration.
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1 (2) Been approved for and will continue to maintain as a
2 licensee a line of credit, repurchase agreenent or equival ent
3 nor t gage-fundi ng capability of not I[ess than $1, 000, 000.

4 (3) Established a mininmmtangible net worth of $250, 000
5 at the tine of application and will, at all tines thereafter,
6 mai ntain the mni nrumtangi ble net worth.

7 (4) Been approved for and will continue to maintain as a
8 licensee fidelity bond coverage in accordance with the

9 gui delines established by the Federal National Mortgage

10 Associ ation or the Federal Hone Loan Mortgage Corporation.

11 (d) Mortgage | oan correspondent |icense.--The depart nent

12 shall issue a loan correspondent’'s license applied for under

13 this chapter if the applicant:

14 (1) Ontains and will nmaintain a bond in the ampunt of

15 $100,000, in a formacceptable to the departnent, prior to

16 t he i ssuance of the |license, froma surety conpany authorized
17 to do business in this Commonweal th. The bond shall run to

18 t he Conmonweal th and shall be for the use of the Commonweal th
19 and any person or persons who obtain a judgnent against the
20 nortgage | oan correspondent for failure to carry out the
21 terns of any provision for which advance fees are paid. No
22 bond shall conply with the requirenents of this section
23 unless it contains a provision that it shall not be cancel ed
24 for any cause unless notice of intention to cancel is given
25 to the departnent at |east 30 days before the day upon which
26 cancel |l ation shall take effect.
27 (2) Establishes a nmininmmtangible net worth of $100, 000
28 at the tine of application and will, at all tines thereafter,
29 mai ntain the mni nrumtangi ble net worth.
30 (e) Mortgage broker Ilicense.--
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(1) The departnent shall issue a nortgage broker |icense

applied for under this chapter if the appli cant obtai ns and

will maintain a bond in the anount of $100,000, in a form

acceptable to the departnent, prior to the i ssuance of the

license, froma surety conpany authorized to do business in

this Commonweal th. The bond shall be a penal bond conditi oned

on conpliance with this chapter and subject to forfeiture by

the departnment and shall run to the Commpbnwealth for its use.

The bond shall also be for the use of any person agai nst the

nort gage broker for failure to carry out the terns of any

provi sion for which advance fees are paid. |If the person is

aqqri eved, the person may, with the witten consent of the

departnent, recover advance fees and costs fromthe bond by

filing a claimwith the surety conpany or mai ntai ni ng an

action on the bond. In the alternative, an aggri eved person

may recover advance fees and costs by filing a fornal

conpl ai nt agai nst the nortgage broker with the departnent

whi ch shall adjudicate the natter. The adjudi cati on shall be

bi ndi ng upon the surety conpany and enforceable by the

departnent in Comrmonweal th Court and by an aggri eved person

in any court. Any agqgri eved person seeking to recover advance

fees and costs froma bond that has al ready been forfeited by

the department or which the departnent is in the process of

forfeiting may recover paynent on the bond if, after filing a

petition with the departnent, the departnent consents to the

aqgqri eved person's requested paynment or portion thereof. The

departnent may pay the aggri eved person fromthe bond

proceeds it recovers. Nothing in this section shall be

construed as limting the ability of any court or magi steri al

district judge to award to any aqqgri eved person ot her
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danmages, court costs and attorney fees as permtted by | aw,

but those clains that are not advance fees or rel ated costs

may not be recovered fromthe bond. The departnent, in its

di scretion, may consent to or order pro rata or other

recovery on the bond for any aggri eved person if cl ains

agai nst the bond may or do exceed its full npbnetary anpunt.

No bond shall conply with the requirenents of this section

unless it contains a provision that it shall not be cancel ed

for any cause unless notice of intention to cancel is given

to the departnent at | east 30 days before the day upon which

cancel | ation shall take effect. Cancell ation of the bond

shall not invalidate the bond reqgarding the period of tine it

was in effect.

(2) Mortgage brokers who can denpnstrate to the

sati sfacti on of the departnment that they do not and will not

accept advance fees shall be exenpt fromthe bond requirenent

of this subsecti on.

(f) Mortogage originator |license.--A nortgage ori gi nator

shall be an enpl oyee of a single nortgage broker, nortgage

| ender or nortgage | oan correspondent |icensed under this

chapter, which licensee shall directly supervise, control and

mai ntain responsibility for the acts and oni ssions of the

nortgage originator. A nortgage origi nator shall be assigned to

and work out of a licensed | ocation of the enpl oyer |icensee.

(g) Education. - -

(1) In order to obtain a |license under this chapter, an

applicant shall submt to the departnent with its application

evi dence that the applicant or an officer of the applicant

has successfully conpleted a m ni num of 12 hours of

instruction and a testing programregarding the first and
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secondary nortgage | oan busi nesses and the provisions of this

chapter, the act of January 30, 1974 (P.L.13, No.6), referred

to as the Loan Interest and Protecti on Law and rel evant

Federal |law including the Real Estate Settl enent Procedures

Act of 1974 (Public Law 93-533, 88 Stat. 1724), Truth in

Lendi ng provisions of Title | of the Consuner Credit

Protecti on Act (Public Law 90-321, 15 U.S.C. § 1601 et sedq.)

and the Equal Credit Opportunity Act (Public Law 93-495, 15

US C 8§ 1691 et seq.).

(2) In order to maintain a |license:

(i) A nortgage broker, nortgage | ender or nortgage

| oan correspondent shall denpbnstrate to the sati sfaction

of the departnment that at | east one individual from each

li censed office that is not a nortgage origi nator, and

all nortgage origi nators enpl oyed by the |icensee, have

attended a m ni num of si x hours of continuing educati on

(ii) A nprtgage originator |icensee shal

denponstrate to the sati sfacti on of the departnent that

the |licensee has attended a m ni num of six hours of

conti nui ng educati on each year.

(3) The departnent shall delineate the requirenents for

prequal i fi cati on educati on and testi ng and conti nui ng

educati on by requl ati on. The departnent may revi ew and

approve educati on prograns and providers to satisfy the

educati on requi renents. Providers of prequalification

educati on and testi ng and conti nui ng educati on prograns nay

i nclude the |licensee or a subsidiary or affiliate of the

|i censee. The departnent nmay charge providers of education

prograns a fee, to be deterni ned by the departnent, for
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departnent revi ew of education prograns and providers.

(h) License renewals.--Licenses shall be issued for terns of

12 nonths and may be renewed by the departnent each year on a

schedul e set by the departnment upon application by the |icensee

and the paynent of any and all applicable renewal fees. The

li censee shall denonstrate to the departnent that it is

conducti ng the nortgage | oan busi ness in accordance with the

requi renents of this chapter and that the directors, officers,

partners, enpl oyees, agents and ultinmate equitable owers of 10%

or nore of the licensee continue to neet all of the initial

requi renents for licensure required by this chapter unl ess

ot herwi se determ ned by the departnent.

(i) Qut-of-State applicants.--

(1) If an applicant is not a resident of this

Commpnweal th, as a condition to receiving a |license under

this chapter, the applicant shall be authorized to do

busi ness in this Commonweal th in accordance with the | aws of

this Commonweal th requl ati ng corporations and other entities

conducti ng business in this Commonweal th and shall maintain

at |l east one office in this Commonweal th which is the office

that shall be licensed as the princi pal place of business for

t he purposes of this chapter. Wol esale table funders shal

be exenpt fromthe requirenent to maintain at | east one

office in this Conmbnweal th

(2) CQut-of-State applicants shall file with the |icense

application an irrevocabl e consent, duly acknow edged, that

suits and acti ons nay be comenced agai nst that person in the

courts of this Commonweal th by the service of process of any

pl eadi ng upon the departnent in the usual nanner provided for

service of process and pl eadi ngs by the | aws and court rul es
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1 of this Commonweal th. The consent shall provide that this

2 service shall be as valid and binding as if service had been
3 made personally upon the person in this Conmonwealth. In_ al

4 cases where process or pleadings are served upon the

5 depart ment under the provisions of this section, the process
6 or pleadings shall be served in triplicate, one copy shall be
7 filed in the departnment's offices and the others shall be

8 forwarded by the departnment, by certified or registered mail,
9 return receipt requested, to the | ast known principal place
10 of business of the person.

11 § 6132. License fees.

12 (a) Initial application fees.--An applicant shall pay to the
13 departnent at the tine an application is filed an initial

14 nonrefundabl e application fee as set forth under this

15 subsecti on.

16 (1) For nortgage | enders and nortgage | oan

17 correspondents, $1,500 for the principal place of business in
18 this Commonweal th and an additional fee of $1,500 for each

19 branch offi ce.
20 (2) For nortgage brokers, $1,000 for the principal place
21 of business in this Commbnwealth and an additional fee of
22 $250 for each branch office.
23 (3) Subject to the limtations under subsection (c), for
24 nort gage originators, $100.
25 (b) Renewal fees.--Prior to each annual renewal of a
26 license, a licensee shall pay to the departnent a nonrefundabl e
27 license renewal fee as set forth under this subsection.
28 (1) For nortgage | enders and nortgage | oan
29 correspondents, $750 for the principal place of business in
30 this Commonwealth and an additional fee of $750 for each
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branch offi ce.

(2) For nortgage brokers, $500 for the principal place

of business in this Commbnweal th and an additi onal fee of

$250 for each branch offi ce.

(3) Subject to the limtations under subsection (c), for

nortgage origi nators, $100.

(c) Fee limtation.--For a |licensee that enpl oys 50 or nore

nortgage originators, the initial application fee and |icense

renewal fee shall be $50 per nortgage originator, to a naxi num

of $10,000 total per vyear.

(d) No abatenent of fee.--No abatenment of a |licensee fee

shall be made if the license is issued for a period of |ess than

8 6133. | ssuance of |icense.

(a) Tine limt.--Wthin 60 days after a conpl et ed

application is received, the departnent shall either issue a

li cense, or for any reason whi ch the departnent may refuse to

issue a license under this section or for which the departnent

may suspend, revoke or refuse to renew a |license under section

6139 (relating to suspensi on, revocation or refusal), refuse to

issue a license. The 60-day tine limt specified in this

subsecti on may be extended by the departnent for an additi onal

30 days if the departnent determ nes that the extension is

necessary. The departnent shall provide witten notification to

any appli cant whose application revi ew has been extended and

include the final date by which a decision shall be rendered

regardi ng the application.

(a.1) Investigations.--Upon receipt of an application for a

li cense, the departnment nay conduct an investigation of the

applicant or a director, officer, partner, enployee, agent or
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ultimate equi table owner of 10% or nore of the applicant as it

deens necessary.

(b) Appeal of denial.--If the departnent refuses to i ssue a

license, it shall notify the applicant in witing of the denial,

the reason for the denial and the applicant's ri ght to appeal

the denial to the Secretary of Banki ng. An appeal fromthe

departnent's refusal to approve an application for a |license

must be filed by the applicant within 30 days of notice of

(c) Contents of license.--Each |icense i ssued by the

departnent shall specify:

(1) The nane and address of the |licensee and the address

or addresses covered by the |license, the address so specified

to be that of the |licensee's principal place of business

within this Commonwealth, or for a |licensee acting only in

the capacity of a whol esale table funder, either in or

outside of this Commpnweal t h.

(2) The licensee's reference nunber.

(3) Any other information the departnent shall require

to carry out the purposes of this chapter.

(d) Denial of |license due to conviction.--

(1) The departnent nmay deny a license if it finds that

the applicant or a director, officer, partner, enployee,

agent or ultimte equitable owner of 10% or nore of the

appli cant has been convicted of a crine of noral turpitude or

felony in any jurisdiction or of a crine which, if conmtted

in this Commonweal th, would constitute a crine of noral

turpi tude or felony. For the purposes of this subsection, a

person shall be deened to have been convicted of a crine if

t he person:
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(i) pleads gquilty or nolo contendere to a crimn nal

charge before a court or Federal nmaqgi strate; or

(ii) is found quilty by the decision or judgnent of

a court or Federal nmgistrate or by the verdict of a

jury, irrespective of the pronouncenent of sentence or

t he suspensi on thereof, unless the plea of quilty or nolo

contendere or the decision, judgnent or verdict is set

asi de, vacated, reversed or otherw se abrogated by | awf ul

judi ci al process.

(2) A license under this chapter shall be deened to be a

covered license within the neani ng of section 405 of the act

of May 15, 1933 (P.L.565, No.111), known as the Departnent of

Banki ng Code. The departnent shall notify a licensee if a

covered individual within the nmeani ng of section 405 of the

Depart nent of Banking Code that is or will be enpl oyed or

contracted by the licensee has a cri m nal background that

renders the enpl oyee unfit for enploynent in the nortgage

| oan busi ness.

(e) Denial of license for other reason.--The departnent nay

deny a license or otherwise restrict a license if it finds that

the applicant or a director, officer, partner, enpl oyee, agent

or

ultimate equitable owner of 10% or nore of the applicant:

(1) has had a |license application or |license issued by

t he departnment deni ed, not renewed, suspended or revoked:;

(2) is the subject of an order of the departnent;

(3) has violated or failed to conply with any provision

of this chapter or any requl ati on, statenent of policy or

order of the departnent;

(4) does not possess the financial responsibility,

character, reputation, integrity and general fitness to
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command the confidence of the public and to warrant the

belief that the nortgage | oan busi ness will be operat ed

lawfully, honestly, fairly and within the | eqgislative intent

of this chapter and in accordance with the general | aws of

this Commonweal th; or

(5) has an outstandi ng debt to the Commbnweal th or any

Commpnweal t h agency.

(f) Conditional |licenses.--The departnent nay i npose

conditions on the i ssuance of any |license under this chapter. |f

the departnment determ nes that conditi ons i nposed upon a

| i censee have not been fulfilled, the departnent may take any

action authorized under this chapter agai nst the |licensee that

t he departnment deens necessary. |In the case of nortgage

originator applicants, the departnent nmay i ssue nortgage

originator licenses effective i mMmedi ately upon recei pt of an

application, which licenses shall be conditional |icenses i ssued

under this subsecti on.

8§ 6134. License duration.

A license i ssued by the departnent shall be subject to all of

the following linitations:

(1) Be renewed on the licensee's renewal date each year

upon conpl etion of the requirenents of section 6131(h)

(relating to application for license). No refund of any

portion of the |license fee shall be nade if the |license is

voluntarily surrendered to the departnent or suspended or

revoked by the departnent prior to its expirati on date.

(2) Be invalid if the licensee's authority to conduct

busi ness i s voi ded under any |aw of this Commonweal th or any

other state, unless the |licensee denpbnstrates to the

sati sfaction of the departnent that the applicable court or
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1 governnental entity was clearly erroneous in voiding the

2 | icensee's authority to conduct business.

3 (3) Not be assignable or transferable by operation of

4 | aw or ot herw se.

5 8§ 6135. Licensee requirenents.

6 (a) Requirenents of |icensee.--

7 (1) A licensee who is a nortgage broker, nortgage |ender
8 or _nortgage | oan correspondent shall conspi cuously display,

9 at _each licensed place of business, its license and copies of
10 the licenses of all nortgage originators assigned to that

11 location. A licensee who is a nortgage originator shall keep
12 the license in the innmedi ate possession of the licensee

13 whenever the licensee is engaged in the nortgage | oan

14 busi ness.

15 (2) Each licensee shall maintain at its principal place
16 of business within this Commonweal th, or at such place within
17 or outside this Conmonwealth if agreed to by the departnent,
18 the original or a copy of any books, accounts, records and

19 docunents, or electronic or sinilar access thereto, of the
20 busi ness conducted under the license as prescribed by the
21 departnent to enable the departnent to detern ne whether the
22 busi ness of the |licensee is being conducted in accordance
23 with the provisions of this chapter and the regul ations,
24 statenments of policy or orders issued under this chapter. The
25 departnent shall have free access to and authorization to
26 exam ne records nmaintained within or outside this
27 Conmonweal th by the |icensee. The costs of the exam nation,
28 including travel costs, shall be borne by the |licensee. The
29 departnent nmay deny or revoke the authority to naintain
30 records within or outside this Commonweal th for good cause in
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the interest of protection for Conmbnweal th consuners,

including for the licensee's failure to provi de books,

accounts, records or docunents to the departnent upon

(3) A nortgage broker, nortgage | ender or nportgage | oan

correspondent, on a date determ ned by the departnment, shal

file annually a report with the departnent setting forth such

i nformati on as the departnent shall require concerning the

first or secondary nortgage | oan busi ness conducted by the

|i censee during the precedi ng cal endar year. The report shal

be in witing and under oath on a form provi ded by the

departnent. Licensees who fail to file the required report at

the date required by the departnent shall be subject to a

penal ty of $100 for each day after the due date until the

report is fil ed.

(4) Each |licensee shall be subject to exani nation by the

departnent at its discretion, at which tine the departnent

shall have free access, during requl ar busi ness hours, to the

li censee's place or places of business in this Commonweal th

and to all instrunents, docunents, accounts, books and

records which pertain to a licensee's first or secondary

nort gage | oan busi ness, whether nmaintained in or outside this

Commpnweal th. The departnent may exanmine a |licensee at any

tine if the departnent deens the exanmi nation to be necessary

or desirable. The cost of any such exam nati on shall be borne

by the |icensee.

(5) Each licensee shall include in all adverti senents

| anquage i ndicating that the licensee is |icensed by the

departnent. In the case of a nortgage origi nator, al

adverti sing shall include the nane of the nortgage
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originator's enpl oyer.

(b)Y Accounting records.--The |icensee's accounting records

must be constructed and nmi ntained in conpliance with generally

accepted accounti ng principles or as provided by departnent

requl ation. Al instrunents, docunments, accounts, books and

records relating to the nortgage | oan busi ness shall be kept

separate and apart fromthe records of any other busi ness

conducted by the |licensee. Records of first and secondary

nort gage | oans shall be easily distinqgui shable and easily

separated. Al records shall be preserved and kept avail able for

i nvestigati on or examnm nati on by the departnent for a period

deterni ned by the departnent.

(c) Copies.--If copies of instrunents, docunents, accounts,

books or records are nmai ntai ned under subsection (a)(2), they

may be photostatic, microfilmor electronic copies or copies

provided in sone other nanner approved by the departnent.

§ 6136. Licensee |limtations.

(a) Nane and changes to nane.--A |licensee cannot transact

any busi ness under this chapter under any other nane or nanes

except those nanes designated in its |license. A nortgage

originator may not use any other nane other than the nortgage

originator's personal |egal nanme. A licensee that changes its

nane or place or places of business shall notify the departnent

within ten days of the change and the departnent shall issue a

certificate to the licensee, if appropriate, which shall specify

the |licensee's new nane or address.

(b) Oher businesses.--A licensee cannot conduct a busi ness

ot her than the nortgage | oan busi ness |icensed by the depart nent

under this chapter without at | east 30 days' prior witten

notification to the departnent.
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8 6137. Surrender of |icense.

Upon satisfying the departnent that all creditors of a

| i censee have been paid or that other arrangenents satisfactory

to the creditors and the departnent have been nmade, a |icensee

may voluntarily surrender its |license to the departnent by

delivering its license to the departnent with witten notice

that the license is being voluntarily surrendered, but an acti on

by a licensee shall not affect the licensee's civil or crimnal

liability for acts conmitted.

8 6138. Authority of departnent.

(a) GCeneral authority.--The departnent shall have the

authority to:

(1) Exanine any instrunent, docunent, account, book,

record or file of a licensee or any person having a

connection to the |licensee or make other investigati on as nay

be necessary to adm ni ster the provisions of this chapter.

Pursuant to this authority, the departnent nay renpbve any

i nstrunent, docunent, account, book, record or file of a

licensee to a | ocation outside of the |licensee's office

| ocati on. The costs of the exam nati on shall be borne by the

li censee or the entity subject to the exani nati on.

(2) Conduct adm nistrative hearings on any natter

pertaining to this chapter, i ssue subpoenas to conpel the

attendance of witnesses and the producti on of instrunents,

docunents, accounts, books and records at any hearing. The

i nstrunents, docunents, accounts, books and records may be

retai ned by the departnent until the conpletion of al

proceedi ngs in connection wth which the naterials were

produced. A departnment official nmay adnmi ni ster oaths and

affirmations to a person whose testinony is required. |In the
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event a person fails to conply with a subpoena i ssued by the

departnent or to testify on a matter concerni ng whi ch he nay

be lawfully interrogated, on application by the departnent,

the Commonweal th Court may i ssue an order requiring the

attendance of the person, the production of instrunments,

docunents, accounts, books and records and the givi ng of

(3) Request and receive informati on or records of any

kind, including reports of crimnal history record

informati on from any Federal, State, |ocal or foreign

governnent entity reqgardi ng an applicant for a |license,

|i censee or person related in any way to the busi ness of the

applicant or licensee, at a cost to be paid by the applicant

or |licensee.

(4) |ssue requl ations, statenents of policy or orders as

may be necessary for the proper conduct of the nortgage | oan

busi ness by |icensees, the i ssuance and renewal of |icenses

and the enforcenent of this chapter

(5) Prohibit or permanently renove an indi vi dual

responsi ble for a violation of this chapter fromworking in

the person's present capacity or in any other capacity

related to activities requl ated by the departnent.

(6) Oder a person to nake restitution for actual

damages to consuners caused by any violation of this chapter.

(7) |ssue cease and desi st orders that are effective

i mmedi ately, subject to a hearing as specified in subsection

(b) within 14 days of the i ssuance of the order.

(8) | npose such other conditions as the departnent deens

appropri at e.

(b) Hearings.--A person aggrieved by a deci sion of the
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departnent may appeal the decision of the departnment to the

Secretary of Banking. The appeal shall be conducted under 2

Pa.C.S. Ch. 5 Subch. A (relating to practice and procedure of

Commpnweal t h agenci es).

(c) Injunctions.--The departnent may nmai ntain an action for

an i njunction or other process agai nst a person to restrai n and

prevent the person fromengaging in an activity violating this

(d) Final orders.--A decision of the Secretary of Banki ng

shall be a final order of the departnent and shall be

enforceable in a court of conpetent jurisdiction. The depart nent

may publish final adjudications issued under this section,

subject to redaction or nodification to preserve

confidentiality.

(e) Appeals.--A person aggrieved by a deci sion of the

Secretary of Banki ng nay appeal the deci sion under 2 Pa.C.S. Ch.

7 Subch A. (relating to judicial review of Commonweal th agency

(f) Oders affecting nortgage origi nators.--An order issued

against a licensee is applicable to the nortgage origi nators

enpl oyed by the |icensee.

8 6139. Suspension, revocation or refusal.

(a) Departnental action.--The departnent nay suspend, revoke

or refuse to renew a |license issued under this chapter if any

fact or condition exists or is discovered which, if it had

exi sted or had been di scovered at the tine of filing of the

application for the |license, wuld have warranted the depart nent

in refusing to issue the license or if a licensee or director,

officer, partner, enployee or ower of a |licensee has:

(1) WMnde a material nisstatenent in an application or
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any report or submi ssion required by this chapter or any

departnent requl ati on, statenent of policy or order.

(2) Failed to conply with or violated any provision of

this chapter or any requl ati on or order pronul gated or i ssued

by the departnent under this chapter.

(3) Engaged in di shonest, fraudulent or ill egal

practi ces or conduct in a business or unfair or unethical

practi ces or conduct in connection with the nortgage | oan

busi ness.

(4) Been convicted of or pleaded quilty or nolo

contendere to a crine of noral turpitude or felony.

(5) Pernmanently or tenporarily been enjoined by a court

of conpetent jurisdiction fromengaging in or continuing

conduct or a practice involving an aspect of the nortgage

| oan busi ness.

(6) Becone the subject of an order of the departnent

denyi ng, suspendi ng or revoking a |license applied for or

i ssued under this chapter.

(7) Becone the subject of a United States Postal Service

fraud order.

(8) Failed to comply with the requi renents of this

chapter to make and keep records prescri bed by requl ati on,

statenent of policy or order of the department, to produce

records required by the departnent or to file financial

reports or other informati on that the departnent by

requl ati on, statenment of policy or order nmy require.

(9) Becone the subject of an order of the departnent

denyi ng, suspendi ng or revoking a |license under the

provi sions of any other | aw adn ni stered by the departnent.

(10) Denpnstrated neqgligence or inconpetence in
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1 perform ng an act for which the licensee is required to hold
2 a license under this chapter.

3 (11) Accepted an advance fee w thout having obtained the
4 bond required by section 6131(d)(1) or (e)(1) (relating to

5 application for |icense).

6 (12) Becone insolvent, neaning that the liabilities of

7 the applicant or |icensee exceed the assets of the applicant
8 or licensee or that the applicant or |licensee cannot neet the
9 obligations of the applicant or |licensee as they nmature or is
10 in such financial condition that the applicant or licensee

11 cannot continue in business with safety to the custoners of
12 t he applicant or licensee.

13 (13) Failed to conplete the qualifying or continuing

14 education as required by section 6131(q).

15 (14) In the case of a nortgage broker, nortgage |ender
16 or _nortgage | oan correspondent, conducted the nortgage | oan
17 busi ness through an unlicensed nortgage originator.

18 (15) Failed to conply with the terns _of any agreenent

19 under which the departnent authorizes a |licensee to naintain
20 records at a place other than the licensee's principal place
21 of busi ness.
22 (b) Reinstatenent.--The departnent nmay reinstate a |license
23 which was previously revoked or denied renewal if all of the
24 follow ng exist:
25 (1) The condition which warranted the original action
26 has been corrected to the departnent's satisfaction.
27 (2) The departnent has reason to believe that the
28 condition is not likely to occur again.
29 (3) The licensee satisfies all other requirenents of
30 this chapter
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8§ 6140. Penalti es.

(a) Persons operating without |icenses.-A person subject to

the provisions of this chapter and not |icensed by the

departnent who vi ol ates any provision of this chapter or who

commts any acti on which woul d subject a |license to suspensi on,

revocati on or nonrenewal under section 6139 (relating to

suspensi on, revocation or refusal) nmay be fined by the

departnent up to $10, 000 for each offense.

(b) Violation by licensee.--A person |licensed under this

chapter or director, officer, owner, partner, enployee or agent

of a licensee who violates a provision of this chapter or who

comm ts any action which woul d subject the |icensee to

suspensi on, revocati on or nonrenewal under section 6139 may be

fined by the departnent up to $10, 000 for each offense.

SUBCHAPTER E

M SCELLANEQUS PROVI SI ONS

Sec.

6151. Applicability.

6152. Rel ati onship to other | aws.

6153. Preservati on of existing contracts.

8 6151. Applicability.

The provisions of this chapter shall apply to:

(1) Any nortgage | oan which is:

(i) neqgotiated, offered or otherw se transacted

within this Commonwealth, in whole or in part, whether by

the ultimate | ender or any other person;

(ii) nmade or executed within this Conmonweal th; or

(iii) notw thstandi ng the pl ace of execution,

secured by real property located in this Commonweal t h.

(2) Any person who engages in the nortgage | oan busi ness
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in this Conmbnweal t h.

Secti on 6152. Rel ati onship to other | aws.

(a) Ceneral rule.--

(1) A political subdivision may not enact or enforce any

ordi nance, resolution or requl ation pertaining to the

financial or lending activities of a person that:

(i) is subject to the jurisdiction of the

departnent, including activities subject to this chapter;

(ii) is subject to the jurisdiction or reqgul atory

supervi sion of the Board of Governors of the Federal

Reserve System the Ofice of the Conptroller of the

Currency, the Ofice of Thrift Supervision, the National

Credit Union Adm nistration, the Federal Deposit

| nsur ance Corporation, the Federal Trade Conmi ssi on or

the United States Departnent of Housi ng and Ur ban

Devel opnent; or

(iii) originates, purchases, sells, assigns,

securitizes or services any property interest or

obligation created by a financial transaction or | oan

made, executed or originated by a person referred to in

subparagraph (i) or (ii) or assists or facilitates such a

transacti on or | oan.

(2) This subsection applies to any ordi nance, resol ution

or regulation pertaining to financial or |ending activity,

i ncl udi ng any ordi nance, resolution or reqgul ati on:

(i) disqualifying a person from doi ng busi ness with

a political subdivision based upon financial or |ending

activity; or

(ii) inposing reporting regquirenents or any other

obli gati ons upon a person regardi ng financial or |ending
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(b) Corporate powers.--Nothing in this chapter shall be

(1) limt the corporate powers of incorporated

institutions or their subsidiaries subject to the act of

Novenmber 30, 1965 (P.L.847, No.356), known as the Banki ng

Code of 1965; or

(2) inpose conditions, linmtations or restrictions upon

the exercise of corporate powers contrary to the provi si ons

of section 201 of the Banki ng Code of 1965.

(c) Preenption.--A provision of this chapter preenpted by

Federal |law with respect to a national bank or Federal savi ngs

associ ation shall not apply to the sane extent to an operating

subsidiary of a nati onal bank or Federal savings associ ati on

whi ch satisfies the requi renents for operati ng subsidiari es

established in 12 CFR § 5.34 (relating to operating

subsi di ari es) or 559.3 (relating to what are the characteristics

of, and what requirenents apply to, subordi nate organi zati ons of

Federal savi ngs associ ati ons).

(d) Interpretation.--The provisions of this chapter shall be

interpreted and applied to the full est extent practical in a

manner consi stent with appli cabl e Federal | aws and requl ati ons,

policies and orders of Federal regul atory agencies and shall not

be deened to constitute an attenpt to overri de Federal | aw

8 6153. Preservati on of existing contracts.

Not hi ng contained in this chapter shall be construed to

impair or affect first or secondary nortgage | oans executed

prior to the effective date of this chapter

Section 2. Title 18 is anended by adding a section to read:

8§ 7331. Unl i censed nortgage | oan busi ness.
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A person that operates without a license in violation of 7

Pa.C.S. § 6111 (relating to |license requi renents) conmts a

felony of the third degree.

Section 3. Repeals.

(a) Intent.--The General Assenbly declares that the repeals
under paragraph—(2) SUBSECTION (B) are necessary to effectuate
the provisions of 7 Pa.C.S. Ch. 61.

(b) Provision.--The followi ng acts and parts of acts are
r epeal ed:

(1) Chapter 3 of the act of Decenber 22, 1989 (P.L.687,

No. 90), known as the Mortgage Bankers and Brokers and

Consuner Equity Protection Act.

(2) The act of Decenber 12, 1980 (P.L.1179, No.219),
known as the Secondary Mrtgage Loan Act.

Section 4. Transition shall be as foll ows:

(1) A license issued under an act repeal ed by section 3

of this act shall remain in full force and effect as a

transitional license, and | oans nmay continue to be made under

the transitional |icense.
(2) The following are the requirenents for a
transitional |icense:

(i) The person holding the license under the
repeal ed act must submit an application for a |license
under 7 Pa.C.S. Ch. 61 within 60 days of the effective
date of this section. An application shall be valid under
this paragraph if the names, birth dates and addresses of
all individual nortgage solicitors required to be
Iicensed under 7 Pa.C.S. Ch. 61 and enpl oyed by the
i cense hol der have al so been listed with the depart nent

as individuals currently enployed as nortgage originators
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1 who will be applying for individual licenses under 7

2 Pa.C. S. Ch. 61.

3 (ii) Upon filing an application for a |license under
4 7 Pa.C.S. Ch. 61, an applicant must proceed expeditiously
5 in accordance with the directions of the departnent.

6 (3) The department shall set forth for a reasonable tine
7 period for transition under this section as a notice in the

8 Pennsyl vania Bulletin. The tine period shall be at |east 90

9 days but not nore than 180 days and shall include the
10 trai ning and subm ssion of applications by all nortgage | oan
11 solicitors enployed by the |licensee.
12 Section 5. This act shall take effect in 60 days.

B4LO7VDL/ 20080H2179B3237 - 50 -



