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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1826 %

I NTRODUCED BY T. STEVENSON, BOYD, CALTAG RONE, CAPPELLI,
G NG&RI CH, GRELL, HERMAN, KILLION, MJSTI O PAYNE, PHI LLIPS,
PYLE, RUBLEY, SAYLOR AND THOVAS, JULY 1, 2005

REFERRED TO COW TTEE ON COWMERCE, JULY 1, 2005
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AN ACT
Amending Title 68 (Real and Personal Property) of the
Pennsyl vani a Consol i dated Statutes, further providing for
escrow of deposits or posting of surety bond or letter of
credit.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Section 5408 of Title 68 of the Pennsylvania
Consolidated Statutes is amended to read:

§ 5408. Escrow of deposits.
(a) GCeneral rule.--Any deposit (which shall not include any

i nstal | ment paynment under an installnent sales contract nor a
paynent specifically stated in a sales contract to be in paynent
of or on account of extras, changes or custom work) nmade in
connection with the purchase or reservation of a unit froma
decl arant shall be placed in escrow and held in this
Commonweal th by a licensed real estate broker, an attorney
admtted to practice in this Commonweal th, a financi al

institution or a licensed title insurance conpany in an account
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or in the formof a certificate of deposit designated solely for
that purpose with a financial institution whose accounts are
i nsured by a governnmental agency or instrunentality until:

(1) delivered to the declarant at closing or, in the
case of the sale of a unit pursuant to an installnent sales
contract, upon the expiration of 30 days fromthe date of
occupancy of the unit;

(2) delivered to the declarant because of purchaser's
default under a contract to purchase the unit; or

(3) refunded to the purchaser.

(b)Y Use of bond or letter of credit.--In lieu of escrow ng

deposits in accordance with subsection (a), a decl arant nay:

(1) obtain and maintain a corporate surety bond i ssued

by a surety authorized to do business in this Commpbnweal t h,

and in which the declarant has no direct or indirect

ownership interest, in the formand in the anpbunt set forth

in subsection (d); or

(2) obtain and maintain an irrevocable letter of credit

i ssued by a financial institution whose accounts are insured

by a governnental agency or instrumentality, and in which the

decl arant has no direct or indirect ownership interest, in

the formand in the anpbunt set forth in subsection (d).

(c) Timng.--A corporate surety bond or irrevocable letter

of credit obtai ned pursuant to subsection (b) shall be

mai ntai ned until all deposits recei ved by the decl arant have

been deposited in escrow or properly credited or refunded to a

pur chaser under the conditions enunerated in subsection (a).

(d) Form and anpbunt of bond or letter of credit.--

(1) A bond obtai ned pursuant to subsection (b)(1) shal

be payable to the Commonweal th for use and benefit of every
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person protected by the provisions of this section. The

decl arant shall deposit the bond with the Attorney General.

The bond shall be a bl anket bond in the m ni nrum anpunt of

$1,000,000, in a form acceptable to the Attorney General .

(2) A letter of credit obtai ned pursuant to subsecti on

(b)Y(2) shall be payable to the Commonweal th for the use and

benefit of every person protected by the provisions of this

section. The declarant shall deposit the letter of credit

with the Attorney General. The letter of credit shall be a

bl anket letter of credit, in a formacceptable to the

Attorney General, in the m ni num anount of $1, 000, 000.

(e) Adjustnent of bond anpunt.--The Attorney CGeneral nay

annual | y adjust the anpunt of the required bond, based upon the

cunul ati ve change in the Consuner Price Index for Al Urban

Consuners for the Pennsyl vani a, New Jersey, Del aware and

Maryl and area, using 2004 as the base year. An adj ustnent shal

be effective 60 days after publication in the Pennsyl vani a

Bulletin of notice of the adjustnent.

Section 2. This act shall take effect in 60 days.
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