PRI OR PRINTER S NO. 390 PRINTER S NO. /36

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 377 %5

| NTRODUCED BY VENGER, PI CCOLA, ARMSTRONG M WH TE, THOVPSON
GREENLEAF, WAUGH, ROBBINS, TARTAGLI ONE, BOSCOLA, MOVERY,
WOZNI' AK, STOUT AND LEMVOND, FEBRUARY 8, 2001

SENATOR HOLL, BANKI NG AND | NSURANCE, AS AMENDED, MARCH 20, 2001
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AN ACT
Amendi ng the act of Decenber 22, 1989 (P.L.687, No.90), entitled
"An act providing for the regulation and |icensing of
nort gage bankers and nortgage brokers; inposing additional
powers and duties on the Departnent of Banking and the State
Real Estate Comm ssion; and providing penalties,” further
providing for |license requirenents and exenptions, FOR <—
APPLI CATI ON FOR LI CENSE, FOR LI CENSEE REQUI REMENTS, FOR
AUTHORI TY OF DEPARTMENT OR COWM SSI ON AND FOR PENALTI ES.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Seetioen—3 SECTIONS 3, 4(C) (1) AND (E) AND 8(A)(5) <—
of the act of Decenber 22, 1989 (P.L.687, No.90), known as the
Mort gage Bankers and Brokers Act, anended Decenber 21, 1998
(P.L.987, No.131), +s ARE anended to read: <—
Section 3. License requirenents and exenptions.
(a) License required.--On and after the effective date of
this act, no person shall act as a nortgage banker, | oan
correspondent, nortgage broker or limted nortgage broker in
this Cormonwealth without a |icense as provided for in this act,

provi ded, however, that any person |licensed as a nortgage banker
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may al so act as a | oan correspondent or nortgage broker and any
person |icensed as a | oan correspondent may al so act as a
nort gage broker wi thout a separate |icense. A person |icensed as
a nortgage broker may only performthe services of a nortgage
broker as defined in section 2.

(b) Exceptions.--The follow ng persons shall not be required
to be licensed under this act in order to conduct the first
nort gage | oan busi ness but shall be subject to those provisions
of this act as specifically provided in this section:

(1) A State-chartered bank, bank and trust conpany,
savi ngs bank, private bank or national bank, a State or
federally chartered savings and | oan association, a federally
chartered savings bank or a State or federally chartered
credit union.

(2) An attorney authorized to practice lawin this
Commonweal th, who acts as a nortgage broker in negotiating or
pl acing a nortgage loan in the normal course of |egal
practice.

(3) A person licensed pursuant to the provisions of the
act of February 19, 1980 (P.L.15, No.9), known as the Real
Estate Licensing and Registration Act, who is principally
engaged in a third-party real estate brokerage business, but
only to the extent that he provides information, verbal or
witten, to or negotiates or places a nortgage |oan for a
buyer of real estate and is not conpensated by the buyer or
any ot her person for providing such information or
negoti ating or placing such nortgage loan. If he is
conpensated for providing such information or negotiating or
pl aci ng such nortgage | oan, he shall be subject to the

provi sions of sections 8, 10, 11 and 14(b), excluding section
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8(a)(1).

(4) A seller of a dwelling, if he has resided in the
dwel ling at | east one year and as part of the purchase price
receives a first nortgage executed by the purchaser.

(5) A person who either originates or negotiates |ess
than three nortgage loans in a calendar year in this
Commonweal th unl ess he is otherw se deened to be engaged in
the first nortgage | oan busi ness.

(6) Builders, when obtaining nortgages for their own
construction or for the sale of their own construction.

(7) Any agency or instrunentality of the Federal
Government or a corporation otherw se created by an act of
the United States Congress, including, but not limted to,

t he Federal National Mrtgage Association, the Governnent
Nat i onal Mortgage Associ ation, the Veterans' Adm nistration,
t he Federal Home Loan Mortgage Corporation and the Federal
Housi ng Admi ni strati on.

(8) The Pennsyl vani a Housi ng Fi nance Agency.

(9) A licensee under the act of April 8, 1937 (P.L.262,
No. 66), known as the Consuner Discount Conpany Act, except
that any such |icensee who nmakes a nortgage | oan other than
under the provisions of that act shall be subject to the
provi sions of sections 4(b)(2) and (3), 8, 10 and 14(b) of
this act, excluding section 8(a)(1).

(10) Except for licensees described in paragraph (9),
subsidiaries and affiliates of the follow ng institutions:
St at e-chartered banks, bank and trust conpani es, savings
banks, private banks, savings and | oan associ ations and
credit unions or national banks, federally chartered savings

and | oan associ ations, federally chartered savi ngs banks and
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federally chartered credit unions, except that such
subsidiaries and affiliates of institutions enunerated in
t hi s paragraph shall:

(i) be subject to the provisions of sections 8,
9(a)(3), 10 and 14(b), excluding section 8(a)(1);

(i1i) deliver as required to the departnent annually
copies of financial reports made to all supervisory
agenci es; and

(ii1) be registered with the departnent.

(11) Enployees of a nortgage banker, nortgage broker and
| oan correspondent |icensee or excepted persons acting for
t heir enpl oyers.

(12) An insurance conpany, association or exchange
authori zed to transact business in this Commonweal t h under
the act of May 17, 1921 (P.L.682, No.284), known as The
I nsurance Conpany Law of 1921, and any subsidiaries and
affiliates thereof, except that such subsidiaries and
affiliates shall

(i) be subject to the provisions of sections 8,
9(a)(3), 10 and 14(b), excluding section 8(a)(1);

(i1i) deliver as required to the departnent annually
copies of financial reports made to all supervisory
agenci es; and

(ii1) be registered with the departnent.

(13) Any person who nmakes a nortgage |loan to an enpl oyee
of that person as an enpl oynent benefit, given that person
does not hold hinself out to the public as a first nortgage
| ender .

(14) Nonprofit corporations nmaki ng nortgage |oans to

pronot e home ownership or inprovenents for the di sadvant aged,
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1 given that the corporation does not hold itself out to the

2 public as a first nortgage | ender.

3 (15) A nonprofit corporation neking not nore than 12

4 nortgage |oans a calendar year with its own funds, that shal
5 not i nclude funds borrowed through warehouse lines of credit
6 or _other sources for the purpose of neking nortgage |oans,

7 which loans are retained in the corporation's own portfolios
8 and not reqularly sold to others and are nade to pronote_ and
9 advance the cultural traditions and lifestyles of bona fide
10 religious organi zations provided that the corporation does
11 not hold itself out to the public as a first nortgage | ender.
12 (c) Loans for business or comrercial purposes.--This act

13 shall not apply to nortgage | oans made for business or

14 commerci al purposes.

15 SECTION 4. APPLI CATI ON FOR LI CENSE.

16 * x *

17 (C© MORTGAGE BROKER S LI CENSE. - -

18 (1) THE DEPARTMENT SHALL | SSUE A MORTGAGE BROKER S

19 LI CENSE APPLI ED FOR PURSUANT TO THI'S ACT | F THE APPLI CANT
20 ESTABLI SHES THAT HE IS ELI G BLE TO AND WLL OBTAI N AND
21 MAI NTAIN A BOND I N THE AMOUNT OF $100, 000, IN A FORM
22 ACCEPTABLE TO THE DEPARTMENT, PRI OR TO THE | SSUANCE OF THE
23 LI CENSE, FROM A SURETY COVPANY AUTHORI ZED TO DO BUSI NESS I N
24 TH S COMVONWEALTH. THE BOND SHALL BE A PENAL BOND CONDI TI ONED
25 ON COVWPLI ANCE WTH THIS ACT AND SUBJECT TO FORFEI TURE BY THE
26 DEPARTMENT AND SHALL RUN TO THE COVMONVEALTH OF PENNSYLVANI A
27 [ AND SHALL BE FOR THE USE OF THE COMMONVEALTH AND|] FOR I TS
28 USE. THE BOND SHALL ALSO BE FOR THE USE OF ANY PERSON [ OR
29 PERSONS] AGAI NST THE MORTGAGE BRCKER FOR FAI LURE TO CARRY OUT
30 THE TERMS OF ANY PROVI SI ON FOR VH CH ADVANCE FEES ARE PAI D
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| F SUCH PERSON [ OR PERSONS SHALL BE SO 1S AGGRI EVED, HE MAY
[ UPON RECOVERI NG JUDGVENT AGAI NST SUCH LI CENSEE | SSUE

EXECUTI ON UNDER SUCH JUDGVENT AND MAI NTAI'N AN ACTI ON UPON THE
BOND OF THE LI CENSEE | N ANY COURT HAVI NG JURI SDI CTI ON FOR THE
AMOUNT CLAI MED PLUS CGSTS, PROVI DED THE DEPARTMENT ASSENTS

THERETO. ] W TH THE WRI TTEN ASSENT OF THE DEPARTMENT, RECOVER
ADVANCE FEES AND COSTS FROM THE BOND BY FILING A CLAIM W TH

THE SURETY COVPANY OR MAI NTAI NI NG AN ACTI ON ON THE BOND. | N

THE ALTERNATI VE, AN AGCRI EVED PERSON MAY RECOVER ADVANCE FEES

AND COSTS BY FILING A FORVAL COVPLAI NT_ AGAI NST THE MORTGAGE

BROKER W TH THE DEPARTMENT VH CH SHALL ADJUDI CATE THE MATTER.

SUCH AN ADJUDI CATI ON SHALL BE BI NDI NG UPON THE SURETY COVPANY

AND ENFORCEABLE BY THE DEPARTMENT | N COVMONVWEALTH COURT AND

BY AN AGGRI EVED PERSON | N ANY COURT. ANY AGGRI EVED PERSON

SEEKI NG TO RECOVER ADVANCE FEES AND COSTS FROM A BOND THAT

HAS ALREADY BEEN FORFEI TED BY THE DEPARTMVENT OR VWHI CH THE

DEPARTMENT IS I N THE PROCESS OF FORFEI TI NG MAY_ RECOVER

PAYMENT ON SUCH BOND | F, AFTER FILING A PETITION WTH THE

DEPARTMENT, THE DEPARTMENT ASSENTS TO H S REQUESTED PAYMENT

OR PORTI ON THEREOF. THE DEPARTMENT MAY PAY THE AGGRI EVED

PERSON FROM THE BOND PROCEEDS | T RECOVERED | N SUCH CASE.

NOTHING IN TH S SECTION SHALL BE CONSTRUED AS LIM TI NG THE

ABILITY OF ANY COURT OR DI STRICT JUSTICE TO AWARD TO ANY

AGGRI EVED PERSON OTHER DAMAGES, COURT_COSTS AND ATTORNEY FEES

AS PERM TTED BY LAW BUT THOSE CLAI M5 THAT ARE NOT_ADVANCE

FEES OR RELATED COSTS NMAY NOT BE RECOVERED FROM THE BOND. THE

DEPARTMENT, IN ITS DI SCRETI ON, NMAY ASSENT TO OR ORDER PRO

RATA OR OTHER RECOVERY ON THE BOND FOR ANY AGGRI EVED PERSON

| F_ CLAIMS AGAINST THE BOND MAY OR DO EXCEED I TS FULL MONETARY
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SECTI ON UNLESS | T CONTAINS A PROVI SI ON THAT | T SHALL NOT BE
CANCELED FOR ANY CAUSE UNLESS NOTI CE OF | NTENTI ON TO CANCEL
IS G VEN TO THE DEPARTMENT AT LEAST 30 DAYS BEFORE THE DAY
UPON VWH CH CANCELLATI ON SHALL TAKE EFFECT. CANCELLATI ON OF

THE BOND SHALL NOT | NVALI DATE THE BOND REGARDI NG THE PERI OD

O TIMEIT WAS | N EFFECT.

* * %

(E) EDUCATI ON. - - TO MAI NTAIN A MORTGAGE BANKER S, A LOAN
CORRESPONDENT' S OR A MORTGAGE BROKER S LI CENSE, THE APPLI CANT OR
LI CENSEE SHALL DEMONSTRATE TO THE SATI SFACTI ON OF THE SECRETARY
THAT AT LEAST ONE [ PERSON] | NDI VI DUAL FROM EACH LI CENSED OFFI CE
HAS ATTENDED A M NI MUM OF SI X HOURS OF SUCH CONTI NUI NG EDUCATI ON
EACH YEAR TO MAINTAIN A LI M TED MORTGAGE BROKER S LI CENSE, THE
LI CENSEE SHALL DEMONSTRATE TO THE SATI SFACTI ON OF THE SECRETARY
THAT HE HAS ATTENDED AT LEAST TWO HOURS OF CONTI NUI NG EDUCATI ON
EACH YEAR THE SECRETARY SHALL DELI NEATE THE REQUI REMENTS FOR
SUCH CONTI NUI NG EDUCATI ON BY REGULATI ON W THI N THREE YEARS OF
THE EFFECTI VE DATE OF TH' S ACT. THE SECRETARY MAY REVI EW AND

APPROVE CONTI NUI NG EDUCATI ON PROGRAMS AND PROVI DERS TO SATI SFY

THE CONTI NUI NG EDUCATI ON REQUI REMENT. THE SECRETARY MNAY CHARGE

PROVI DERS OF CONTI NUI NG EDUCATI ON PROGRAMS A FEE, TO BE

DETERM NED BY THE SECRETARY, FOR DEPARTMENT REVI EW OF CONTI NUI NG

EDUCATI ON PROGRAMS AND PROVI DERS.

SECTI ON 8. LI CENSEE REQUI REMENTS.
(A) REQUI REMENTS ON LI CENSEE. - - A LI CENSEE SHALL:
* x %
(5) COWPLY WTH ALL PROVI SI ONS OF THE ACT OF JANUARY 30,
1974 (P.L.13, NO 6), REFERRED TO AS THE LQOAN | NTEREST AND
PROTECTI ON LAW PROVI DED, HONEVER, THAT TH S SHALL NOT BE
DEEMED AN OVERRI DE OF SECTI ON 501 OF THE DEPGCSI TORY
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I NSTI TUTI ONS DEREGULATI ON AND MONETARY CONTROL ACT OF 1980
(94 STAT. 161, 12 U.S.C. 8§ [1735F-7 NOTE] 1735F-7A).

* * %

SECTION 2. SECTION 10(C) OF THE ACT IS AMENDED TO READ:

SECTI ON 10. AUTHORI TY OF DEPARTMENT OR COWM SSI ON.

* * %

(© POVERS. - - THE DEPARTMENT AND THE COVM SSI ON SHALL HAVE

THE AUTHORI TY TO

(1) EXAM NE ANY | NSTRUMENT, DOCUMENT, ACCOUNT, BOCK,
RECORD OR FI LE OF A LI CENSEE OR ANY OTHER PERSQN, OR MAKE
SUCH OTHER | NVESTI GATI ON AS MAY BE NECESSARY TO ADM NI STER
THE PROVI SIONS OF THI S ACT.

(2) CONDUCT ADM NI STRATI VE HEARI NGS ON ANY MATTER
PERTAI NI NG TO THI S ACT, | SSUE SUBPCENAS TO COVMPEL THE
ATTENDANCE OF W TNESSES AND THE PRODUCTI ON OF | NSTRUMENTS,
DOCUMENTS, ACCOUNTS, BOOKS AND RECORDS AT ANY SUCH HEARI NG,
VWH CH MAY BE RETAI NED BY THE DEPARTMENT OR COMM SSI ON UNTI L
THE COVPLETI ON OF ALL PROCEEDI NGS | N CONNECTI ON W TH WH CH
THEY WERE PRODUCED, AND ADM NI STER OATHS AND AFFI RVATI ONS TO
ANY PERSON WHOSE TESTI MONY | S REQUI RED. I N THE EVENT A PERSON
FAILS TO COWPLY W TH A SUBPCENA | SSUED BY THE DEPARTMENT OR
COW SSI ON OR TO TESTI FY ON ANY MATTER CONCERNI NG VH CH HE
MAY BE LAWFULLY | NTERROGATED, ON APPLI CATI ON BY THE
DEPARTMENT OR COW SSI ON, THE COMMONVWEALTH COURT MAY | SSUE AN
ORDER REQUI RI NG THE ATTENDANCE OF SUCH PERSQON, THE PRCDUCTI ON
OF I NSTRUMENTS, DOCUMENTS, ACCOUNTS, BOOKS OR RECORDS OR THE
G VI NG OF TESTI MONY.

(3)  REQUEST AND/ OR RECEI VE ANY_ | NFORVATI ON OR RECORDS OF

ANY KI'ND, I'NCLUDI NG A REPORT OF CRIM NAL HI STORY RECORD

| NFORVATI ON, FROM ANY FEDERAL, STATE, LOCAL OR FOREI GN

20010S0377B0736 - 8 -



GOVERNMVENT ENTITY, REGARDI NG ANY APPLI CANT FOR A LI CENSE,

LI CENSEE OR ANY PERSON RELATED I N ANY WAY TO THE BUSI NESS OF

SUCH APPLI CANT_OR LI CENSEE, AT A COST TO BE PAID BY THE

APPLI CANT OR LI CENSEE.

* * %

SECTI ON 3. SECTI ON 14(B) OF THE ACT, AMENDED DECEMBER 21,
1998 (P.L.987, NO 131), IS AMENDED TO READ:
SECTI ON 14. PENALTI ES.
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(B) NONLI CENSEES SUBJECT TO THE PROVI SIONS OF THI S ACT. - - ANY

=
=

PERSON WHO IS SUBJECT TO THE PROVI SIONS OF TH S ACT, EVEN THOUGH

=
N

NOT LI CENSED HEREUNDER, OR ANY PERSON WHO IS NOT LI CENSED BY THE

=
w

DEPARTMENT OR |'S NOT EXEMPT FROM THE LI CENSI NG REQUI REMENTS, WHO

H
o

VI OLATES ANY OF THE PROVISIONS TOVWHICH I T IS SUBJECT SHALL BE

=Y
(63}

SUBJECT TO A FI NE LEVI ED BY THE DEPARTMENT OR COW SSI ON OF UP

=Y
(e}

TO $2, 000 FOR EACH OFFENSE. ANY SUCH NONLI CENSED PERSON WHO

=
\l

COW TS THREE OR MORE OFFENSES MAY, AT THE DI SCRETI ON OF THE

=Y
oo

DEPARTMENT OR COWM SSI ON, BE PRCHI BI TED FROM ENGAG NG I N [ THE

=
O

BUSI NESS CF A MORTGAGE BROKER OR MORTGAGE BANKER] THE FI RST

N
o

MORTGAGE LOAN BUSI NESS UNLESS LI CENSED UNDER THI S ACT.

* * %

N DN
N

Section 2 4. This act shall take effect in 60 days. <—
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