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&

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

Secti on

1

Short title.

This act shall be known and may be cited as the "Secondary

Mort gage Loan Act.”

Secti on

2.

Definitions.

The foll ow ng words and phrases when used in this act shal

have, unless the context clearly indicates otherw se, the

meani ngs given to themin this section:

"Billing cycle.” 1In respect to open-end |oans neans the tine

i nterval

bet ween periodic billing dates. A billing cycle shal

be considered nonthly if the closing date of the cycle is the

same date each nonth or does not vary by nore than four days

from such date.

"Licensee.” A person who is licensed under this act or a

30 person excepted fromlicensing provisions of this act in

19800S1425B1926
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1 accordance with section 3 hereof.

2 "Open-end loan." A secondary nortgage | oan nmade by a

3 |licensee under this act pursuant to an agreenent between the

4 |icensee and the borrower whereby:

5 (1) the licensee nmay permt the borrower to obtain

6 advances of noney fromthe licensee fromtine to tinme or the

7 | i censee nay advance noney on behal f of the borrower from

8 time to tine as directed by the borrower;

9 (2) the amount of each advance, interest and permtted
10 charges and costs are debited to the borrower's account and
11 paynents and other credits are credited to the sane account;
12 (3) interest is conputed on the unpaid principal bal ance
13 or bal ances of the account outstanding fromtinme to tine;

14 (4) the borrower has the privilege of paying the account
15 in full at any time or, if the account is not in default, in
16 nmonthly installments of fixed or determ nable anmounts as

17 provided in the agreenent; and

18 (5) the agreenent expressly states that it covers open-
19 end | oans pursuant to this act.

20 "Person.” An individual, association, joint venture or joint
21 stock conpany, partnership, limted partnership, limted

22 partnership association, a business corporation, nonprofit

23 corporation, or any other group of individuals however

24 organi zed.

25 "Secondary nortgage loan.” A loan in an original principal
26 anmount in excess of $5,000 which is secured in whole or in part
27 by a lien upon any interest in real property created by a

28 security agreenment, including a nortgage, indenture, or any

29 other simlar instrunment or docunent, which real property is

30 subject to one or nore prior liens and which is used as a

19800S1425B1926 - 3 -
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dwel I'i ng, including a dual purpose or conbination type dwelling

which is al so used as a business or comercial establishnment and
has accommodations for not nore than four famlies, except that

a | oan which

(1) is to be repaid in 90 days or |ess;

(2) is the result of the sale of a dwelling if title to
the dwelling is in nane of the seller and the seller has
resided in said dwelling for at |east one year and the buyer
is purchasing said dwelling for his own residence and, as
part of the purchase price, executes a second nortgage in
favor of the seller;

(3) is not subject to the maxinumlegal rate of interest
established by section 201 or section 301 of the act of
January 30, 1974 (P.L.13, No.6), referred to as the Loan
Interest and Protection Law, by reason of any of the
exenptions provided in section 301(f) of said act; or

(4) is made under any other |aw of the Conmonweal t h of
Pennsyl vani a;

shall not be subject to the provision of this act.

"Secretary."” The Secretary of Banking of Pennsylvani a
i ncludi ng his deputies, or any other sal aried enpl oyee of the
Depart ment of Banki ng appoi nted or designated by the secretary
to performthe functions required for the adm nistration or
enforcenment of this act.

Section 3. License required.

(a) On and after the effective date of this act, no person
shall engage in the business of naking secondary nortgage | oans
in this Comopnweal th except a business corporation organi zed
under the laws of this Comonweal th or any other state, after

first obtaining a license fromthe secretary in accordance wth

19800S1425B1926 - 4 -
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the provisions of this act. A State-chartered or National bank,
bank and trust company, savings bank, private bank, savings
associ ation, savings and | oan association, or credit union
having its principal place of business in this Commonweal t h
shall not be required to be |licensed under this act in order to
make | oans secured by real property under this act. For the
purpose of this act, a person is deened to be engaged in the
secondary nortgage | oan business in the Cormonweal th if:

(1) such person advertises, causes to be adverti sed,
solicits, negotiates, arranges, offers to make or makes nore
than four secondary nortgage loans in a calendar year in this
Commonweal t h, whether directly or by any person acting for
his benefit; or

(2) such person in the ordinary course of business
beconmes the subsequent hol der of nore than four prom ssory
notes or nortgages, indentures or any other simlar
i nstruments or docunents received in a cal endar year in
connection with a secondary nortgage | oan.

(b) A real estate broker licensed pursuant to the provisions
of the law of this Comonweal th or an attorney authorized to
practice law in this Commonweal th shall not be required to
obtain a license to arrange a secondary nortgage |l oan in the
normal course of the business of a real estate broker or
attorney.

Section 4. Application for license.

(a) An application for a secondary nortgage |oan |icense
shall be on a form provided by the secretary. Anmong ot her
t hings, the application shall set forth the foll ow ng:

(1) The full nane, corporate title and personal

resi dence address of each officer and director of the

19800S1425B1926 - 5 -
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proposed |icensee corporation.

(2) Any or all other business entities in which any

of ficer or director holds an equity or creditor interest.

(3) The dollar amount of such equity or creditor
hol di ngs.

(4) \Wether or not funds are or will be interchanged
between the |icensee and such business entities.

(5) The address or addresses where the secondary

nort gage | oan business is to be conduct ed.

(b) The applicant shall have a m ninmum | egal capitalization
of $200,000. At the tinme of applying for a license under this
act, and at all tinmes thereafter, the minimumpaid in |egal
capital shall be $200, 000.

(c) If the applicant is a foreign corporation, said
corporation shall be authorized to do business in this
Conmonweal th in accordance with the law of this Comobnweal t h
regul ati ng corporations. Such corporations shall file with the
application an irrevocabl e consent, duly acknow edged, that
suits and actions may be commenced agai nst such licensee in the
courts of this Comonweal th by the service of process or any
pl eadi ng upon the secretary in the usual manner provided for
service of process and pleadings by the statutes and court rule
of this Commonweal th. Said consent shall provide that such
service shall be as valid and binding as if service had been
made personally upon the licensee in this Commonwealth. In al
cases where process or pleadings are served upon the secretary
pursuant to the provisions of this section, such process or
pl eadi ngs shall be served in duplicate, one of which shall be
filed in the office of the secretary and the other shall be

forwarded by the secretary, by certified or registered mil,

19800S1425B1926 - 6 -
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return receipt, to the last known principal place of business of
the |licensee to whom such process or pleadings is directed.
Section 5. Annual license fee.

An applicant shall pay to the secretary at the tinme an
application is filed an initial |icense fee of $500 for the
princi pal place of business and an additional initial |icense
fee of $50 for each branch office in this Commonweal th. On or
before July 1 of each year and thereafter, a licensee shall pay
a license renewal fee of $200 for the principal place of
busi ness and an additional |icense renewal fee of $25 for each
branch office in this Commonweal th. No abatenent of any |icense
fee shall be made if the license is issued for a period of |ess
t han one year. The secretary shall be entitled to recover any
cost of investigation in excess of license or renewal fees from
the licensee, or fromany person who is not |licensed under this
act but presumed to be engaged in business contenplated by this
act .

Section 6. |ssuance of license.

(a) Wthin 60 days after an application is received, the
secretary shall either issue a license or, for any reason for
whi ch he may suspend, revoke or refuse to renew a |icense as
provi ded for by section 19, refuse to issue a |license.

(b) If the secretary refuses to issue a |license, he shal
notify the applicant, in witing, of his denial, the reason
therefor and of the applicant's right to appeal from such action
to the Cormonweal th Court of Pennsylvania. An appeal fromthe
secretary's refusal to approve an application for a |license nmay
be filed within 30 days of notice thereof.

(c) Each license issued by the secretary shall specify:

(1) The nane and address of the |icensee, the address so

19800S1425B1926 - 7 -



1 specified to be that of the licensee's principal place of

2 busi ness.

3 (2) The licensee's reference nunber, which may remain

4 the sane fromyear to year despite variations in annua

5 i cense nunbers which may result fromthe renewal of |icenses
6 by nmechani cal techni ques.

7 (3) Such other information as the secretary shal

8 require in order to carry out the purposes of this act.

9 Section 7. License duration.

10 A license issued by the secretary shall:

11 (1) Be renewed on June 30 of each year upon paynent of
12 t he annual renewal fee, and after a determ nation by the

13 secretary that the |licensee is conducting his business in

14 accordance with the provisions of this act. No refund of any
15 portion of the license fee shall be nade if the license is
16 voluntarily surrendered to the secretary or suspended or

17 revoked by the secretary prior to its expiration date.

18 (2) Beinvalid if the licensee's corporate charter is
19 voi ded in accordance with the provisions of any |aw of this
20 Commonweal th or any other State.

21 Section 8. Transfer of license.

22 A license shall not be assignable by operation of |aw or
23 otherwise without the witten consent of the secretary.

24 Section 9. Powers conferred on |icensees.

25 Al'l secondary nortgage | oan |icensees shall have power and

26 authority:

27 (1) To make a secondary nortgage | oan repayable in

28 install nents, and charge, contract for and receive thereon

29 interest at a percentage rate not exceedi ng 1.45% per nonth.
30 No interest shall be paid, deducted or received in advance,

19800S1425B1926 - 8 -
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except that interest fromthe date of disbursenent of funds
to the borrower to the first day of the follow ng nonth shal
be permtted in the event the first installnment paynent is
nore than 30 days after the date of disbursenent. |nterest
shall not be conpounded and shall be conputed only on unpaid
princi pal bal ances. However, the inclusion of earned interest
in a new note shall not be considered conpoundi ng. For the
pur pose of computing interest, a nonth shall be any period of
30 consecutive days.

(2) To collect fees or premuns for title exam nation,
abstract of title, title insurance, credit reports, surveys,
apprai sals or other costs or fees actually related to the
granting of a secondary nortgage | oan, when such fees are
actually paid or incurred by the licensee and to collect fees
or charges prescribed by | aw which actually are or will be
paid to public officials for determ ning the existence of or
for perfecting or releasing or satisfying any security
related to the I oan and include these in the principal of the
secondary nortgage | oan.

(3) To collect reasonable attorney's fees, of an
attorney licensed to practice in this Commonweal th, upon the
execution of the secondary nortgage | oan provided that such
fees represent actual fees charged the |licensee in connection
with said nortgage | oan and said fees are evidenced by a
statenment for services rendered addressed to the |icensee and
i nclude these in the principal of the secondary nortgage
| oan.

(4) To collect reasonable attorney's fees, of an
attorney licensed to practice in the Comopnweal th, in the

col l ection of a delinquent second nortgage | oan and any court

19800S1425B1926 - 9 -
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costs and fees actually incurred in the collection of such
| oan account .

(5) To provide credit life and credit accident and
heal th i nsurance. A borrower shall not be conpelled to
purchase credit |life or accident and health insurance as a
condition of the granting of a secondary nortgage |loan; if,
however, the borrower elects to obtain credit life or
accident and health insurance, or both, he shall consent
thereto in witing. If borrowers desire joint |life insurance,
all such borrowers nust consent thereto in witing. Such
i nsurance shall be obtained froman insurance conpany
aut horized by the [ aws of Pennsylvania to conduct business in
this Commonweal th. Any benefit or return to the |licensee from
the sal e or provision of such insurance shall not be included
in the conputation of the maxi mum charge authorized under
this section and shall not be deened a violation of this act
when the insurance is witten pursuant to the laws of this
Commonweal t h governi ng i nsurance.

(6) To require credit property insurance on security
agai nst reasonabl e risks of |oss, danmage and destruction. The
amount and term of such insurance shall be reasonable in
relation to the amount and term of the |oan contract and the
val ue of the security. A licensee shall not require property
insurance if to the |icensee's know edge, the borrower at the
time the loan is made has valid and coll ectible insurance
covering the property to be insured and has furnished a | oss
payabl e endorsenent sufficient for the protection of the
| i censee. Such insurance shall be obtained froman insurance
conpany aut hori zed by the |aws of Pennsylvania to conduct

business in this Commonweal th. Any benefit or return to the

19800S1425B1926 - 10 -



1 licensee fromthe sale or provision of credit insurance shal
2 not be included in the conputation of the nmaxi mum charge

3 aut hori zed under section 9 and shall not be deenmed a

4 violation of this act when the insurance is witten pursuant
5 to the laws of this Comonweal t h governi ng i nsurance. The

6 premumfor any credit insurance nmay be included in the

7 princi pal anount of the secondary nortgage |oan requested by
8 t he borrower. However, such prem uns shall be disclosed as a
9 separate itemon the face of the principal contract docunent
10 and the licensee's individual borrower |edger records. No

11 | icensee shall grant any secondary nortgage | oan on the

12 condi tion, agreenent or understanding that the borrower

13 contract with any specific person or organization for

14 i nsurance services as agent, broker or underwiter.

15 (7) To collect an origination fee not exceedi ng 2% of
16 the original bona fide principal anount of any |oan. This fee
17 shall be fully earned at the tinme the loan is made and at the
18 option of the borrower may be included in the principal of
19 t he secondary nortgage | oan or may be paid at the tine of
20 closing. No origination fee may be collected on subsequent
21 advances made pursuant to an open-end | oan.
22 Section 10. Licensee requirenments: records; reports;
23 exam nations; receipts; information to be
24 furni shed borrower.
25 (a) A secondary nortgage | oan |icensee shall:
26 (1) Conspicuously display its |icense at each |icensed
27 pl ace of business.
28 (2) Mintain at its principal place of business or at a
29 branch location within the State of Pennsylvania an origi nal
30 or true copy of the follow ng instrunents, docunents,

19800S1425B1926 - 11 -



1 accounts, books and records:

2 (i) Promssory note, contractural agreenent,

3 docunent or instrument evidencing each borrower's

4 secondary nortgage | oan i ndebt edness.

5 (ii) Mortgage, indenture or any other simlar

6 i nstrument or docunent which creates a lien on the real

7 property which is taken as security for a secondary

8 nort gage | oan.

9 (iti1) Credit life and accident and health and

10 property insurance policy or a certificate of insurance
11 where such insurance is obtained in accordance with this
12 act .

13 (iv) Appraisal or search, where utilized.

14 (v) Individual |edger card or any other form of

15 record which shows all installnment paynents nade by the
16 borrower and all other charges or credits to the

17 borrower's account.

18 (vi) Individual file in which the borrower's

19 application for a | oan and any correspondence, including
20 collection letters, menoranduns, notes or any other
21 witten information pertaining to the borrower's account,
22 shal | be kept.
23 (vii) A general |edger containing all asset,
24 liability and capital accounts, or a trial balance of the
25 same accounts, which shall be maintained on a 60-day
26 currented basis. In addition thereto, a disbursenents
27 regi ster, checkbook and related records as required by
28 the secretary shall be nmaintained on a current workday
29 basi s.
30 (viii) A loan closing statenment indicating the date,

19800S1425B1926 - 12 -
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anount and recipient of all |oan proceeds, signed by the

borrowers to evidence approval of distribution of |oan

proceeds and to acknow edge recei pt of a copy of the | oan
cl osi ng statenent.

(3) Annually, before May 1, file a report with the
secretary which shall set forth such information as the
secretary shall require concerning the business conducted as
a licensee during the preceding cal endar year. The report
shall be in witing, under oath and on a form provi ded by the
secretary.

(4) Be subject to an exam nation by the secretary at
| east once per cal endar year, at which tinme the secretary
shall have free access, during regular business hours, to the
| icensee's place or places of business in this Commonweal t h
and to all instrunments, docunments, accounts, books and
records which pertain to the |icensee's secondary nortgage
| oan busi ness. However, the secretary nmay exam ne the
licensee at any tine if he has reasonabl e cause to believe
the licensee is violating this act. The cost of any such
exam nation shall be borne by the |icensee.

(5) Gve to the borrower a copy of the prom ssory note
evi dencing the | oan and any second nortgage instrunment or
ot her docunent evidencing the |oan signed by the borrower.

(6) Gve to the borrower witten evidence of credit life
and accident and health and property insurance, if any.

(7) Wen a paynent is made in cash on account of a
secondary nortgage |oan, give to the borrower at the tine
such paynent is actually received, a witten recei pt which
shal | show the account nunber or other identification mark or

synbol, date, anount paid and upon request of the borrower

19800S1425B1926 - 13 -
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t he unpai d bal ance of the account prior to and after the cash

paynent .

(8) Upon witten request fromthe borrower, give or
forward to the borrower within ten days fromthe date of
recei pt of such request, a witten statenent of the
borrower's account which shall show the dates and anounts of
all installment paynments credited to the borrower's account,
t he dates, anobunts and an expl anation of all other charges or
credits to the account and the unpaid bal ance thereof. A
| icensee shall not be required to furnish nore than two such
statements in any 12-nonth peri od.

(b) The licensee's accounting records must be constructed
and mai ntained in conpliance with generally accepted accounting
principles and all of the aforenentioned instrunents, docunents,
accounts, books and records shall be kept separate and apart
fromthe records of any other business conducted by the |icensee
and shall be preserved and kept avail able for investigation or
exam nation by the secretary for at |east two years after a
secondary nortgage | oan has been paid in full. The provisions of
this section shall not apply to any instrunment, docunent,
account, book or record which is assigned, sold or transferred
to anot her secondary nortgage | oan |icensee nor shall the two-
year requirement apply to an instrunent or docunment which nust
be returned to the borrower at the time a secondary nortgage
loan is paid in full.

Section 11. Licensee limtations.

A secondary nortgage | oan |icensee shall not:

(1) Transact any business subject to the provisions of
this act under any other nanme except that designated in its

license. A licensee who changes its nane or place of business

19800S1425B1926 - 14 -
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shall imediately notify the secretary who shall issue a
certificate to the licensee, which shall specify the
i censee's new name or address.

(2) Charge, contract for, collect or receive charges,
fees, prem uns, conmm ssions or other considerations in excess
of those authorized by the provisions of this act.

(3) Assign, sell or transfer a secondary nortgage | oan
to any person except a licensee or a person excepted fromthe
Iicensing provisions of this act in accordance with section 3
hereof without witten perm ssion of the secretary.

(4) Advertise, cause to be advertised or otherw se
solicit whether orally, in witing, by telecast, by broadcast
or in any other manner:

(i) That it is licensed by, or that its business is
under the supervision of, the Commonweal t h of

Pennsyl vani a or the Departnent of Banking except that a

| icensee nmay advertise that it is "licensed pursuant to

t he Secondary Mortgage Loan Act," provided, however, that

for the purpose of raising capital, no such advertisenent

shall be permtted if it is to be used in connection with

a public solicitation for such funds except as otherw se

required by the act of Decenber 5, 1972 (P.L.1280,

No. 284), known as the "Pennsyl vania Securities Act of

1972," or regulations promnul gated under said acts, to be

di scl osed in any prospectus.

(ii) Any statement or representation which is fal se,

m sl eadi ng or decepti ve.

(5) Conduct any business other than any busi ness
regul ated by the secretary in any place of business |icensed

pursuant to this act without the prior witten approval of

19800S1425B1926 - 15 -
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the secretary.
Section 12. Prepaynent.

(a) A licensee shall permt a borrower to pay partially or
whol |y any contract or any installment on a contract, w thout
penalty, prior to the due date.

(b) When a secondary nortgage loan is paid in full the
i censee shall:

(1) Cancel any insurance provided by the |icensee in
connection with the loan and refund to the borrower, in
accordance with regul ati ons promul gated by the Pennsyl vani a
I nsurance Departnent, any unearned portion of the prem umfor
such insurance.

(2) Stanmp or wite on the face of the |oan agreenent or
prom ssory note evidencing the borrower's secondary nortgage
| oan i ndebtedness "Paid in Full" or "Cancelled", the date
paid and, within 30 days, return the | oan agreenent or
prom ssory note to the borrower.

(3) Release any lien on real property and cancel the
same of record and, at the tinme the | oan agreenent or
prom ssory note evidencing the borrower's secondary nortgage
| oan i ndebtedness is returned, deliver to the borrower such
good and sufficient assignnments, rel eases or any ot her
certificate, instrument or docunment as may be necessary to
vest the borrower with conplete evidence of title, insofar as
t he applicabl e secondary nortgage | oan is concerned, to the
real property.

Section 13. Loan agreenent or prom ssory note.

Any | oan agreenment or prom ssory note evidencing a secondary

nortgage | oan shall be identified by the use of the words

"Secondary Mortgage Loan"” printed at the top of the | oan

19800S1425B1926 - 16 -
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agreenent or promnmissory note and the statenment "This agreenent
is subject to the provisions of the Secondary Mortgage Loan
Act." Any | oan agreenent or prom ssory note evidencing a
secondary nortgage | oan shall provide for the paynent of the
total amount of the loan in substantially equal paynment periods,
and installment paynment anounts, except that the first
i nstal | ment paynent nay be due up to one nonth and 29 days from
the date of the | oan. When appropriate for the purpose of
facilitating paynment in accordance with the borrower's
intermttent income, a |oan agreenent or pronissory note nmay
provi de an install nent schedul e which reduces or omts paynents
over any period or periods of tinme during which period or
periods the borrower's incone is reduced or suspended, except
that no installnent shall be nore than one and one-half tinmes as
much as regul ar install ment paynents.
Section 14. Prohibited cl auses.

No witing of any kind executed in connection with a
secondary nortgage | oan shall contain:

(1) An agreenent whereby the borrower waives any rights
accruing to himunder the provisions of this act.

(2) An irrevocabl e wage assi gnnent of or order for the
paynent of any sal ary, wages, commi ssions or any other
conpensation for services, or any part thereof, earned or to
be earned.

(3) An agreenment to pay any anmount other than the unpaid
bal ance of the | oan agreenent or prom ssory note or any other
charge authorized by this act.

Section 15. Open-end | oans.
(a) A licensee may nake open-end | oans and nay contract for

and receive thereon interest and charges set forth in section 9.
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(b) A licensee shall not compound interest by addi ng any
unpai d i nterest authorized by this section to the unpaid
princi pal bal ance of the borrower's account: Provided, however,
That the unpaid principal balance nay include the additional
charges authori zed by section 9.

(c) Interest authorized by this section shall be deened not
to exceed the maxi muminterest permtted by this act if such
interest is conputed in each billing cycle by any of the
fol | ow ng net hods:

(1) by converting the nonthly rate to a daily rate and
mul ti plying such daily rate by the applicable portion of the
dai |l y unpai d principal balance of the account, in which case
the daily rate shall be 1/30 of the nonthly rate;

(2) by multiplying the nonthly rate by the applicable
portion of the average nonthly unpaid principal bal ance of
the account in the billing cycle, in which case the average
dai |y unpaid principal balance is the sumof the anmount
unpai d each day during the cycle divided by the nunber of
days in the cycle; or

(3) by converting the nonthly rate to a daily rate and
mul ti plying such daily rate by the average daily unpaid
princi pal bal ance of the account in the billing cycle, in
whi ch case the daily rate shall be 1/30 of the nonthly rate.
(d) For all of the above nmethods of computation, the billing

cycle shall be nonthly and the unpaid principal balance on any
day shall be determ ned by adding to any bal ance unpaid as of
t he begi nning of that day all advances and other perm ssible
anounts charged to the borrower and deducting all paynents and
other credits nade or received that day.

(e) The borrower may at any tine pay all or any part of the
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unpai d bal ance in his account; or, if the account is not in
default, the borrower may pay the unpaid principal balance in
nmonthly installments. M nimum nonthly paynment requirenents shal
be determ ned by the licensee and set forth in the secondary
nort gage open-end | oan agreenent.

(f) A licensee may contract for and receive the fees, costs
and expenses pernmitted by this act on other secondary nortgage
| oans, subject to all the conditions and restrictions set forth,
with the foll ow ng variations:

(1) |If credit life or disability insurance is provided
and if the insured dies or becones disabled when there is an
out st andi ng open-end | oan i ndebt edness, the insurance shal
be sufficient to pay the total balance of the | oan due on the
date of the borrower's death in the case of credit life
i nsurance, or all mninmum paynents whi ch becone due on the
| oan during the covered period of disability in the case of
credit disability insurance. The additional charge for credit
life insurance or credit disability insurance shall be
calculated in each billing cycle by applying the current
nmonthly premumrate for such insurance, as such rate may be
determ ned by the Insurance Comm ssioner, to the unpaid
bal ances in the borrower's account, using any of the nethods
specified in subsection (c) for the cal culation of |oan
char ges.

(2) No credit life or disability insurance witten in
connection with a secondary nortgage open-end | oan shall be
cancel l ed by the |icensee because of delinquency of the
borrower in the making of the required m ni mum paynents on
the | oan unl ess one or nore of such paynents is past due for

a period of 90 days or nore; and the licensee shall advance
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to the insurer the anmounts required to keep the insurance in

force during such period, which amounts nmay be debited to the

borrower's account.

(3) The anmount, terns and conditions of any insurance
agai nst | oss or damage to property nust be reasonable in
relation to character and val ue of the property insured and
t he maxi mum anti ci pated anount of credit to be extended.

(g) Notw thstanding any other provisions in this act to the
contrary, a licensee may retain any security interest in real or
personal property until the open-end account is term nated,
provided that if there is no outstandi ng balance in the account
and there is no conmtnment by the |icensee to nmake advances, the
licensee shall within ten days following witten demand by the
borrower deliver to the borrower a release of the nortgage or a
request for reconveyance of the deed of trust on any real
property taken as security for a | oan and a rel ease of any
security interest in personal property.

(h) Paragraph (7) and (8) of subsection (a) of section 10,
sections 12 and 13 shall not apply to open-end | oans.

Section 16. Authority of Secretary of Banking.

The secretary shall have authority to:

(1) Issue rules and regul ati ons governing the
capitalization, public funding and the records to be
mai nt ai ned by |icensees, and such general rules and
regul ations and orders as may be necessary for insuring the
safety and soundness of the business, the proper conduct of
t he business and for the enforcement of this act.

(2) Exam ne any instrunment, docunent, account, book,
record or file for a licensee or any other person, or make

such other investigations as he shall deem necessary to
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adm ni ster the provisions of this act.

(3) Conduct admnistrative hearings on any nmatter
pertaining to this act, issue subpoenas to conpel the
attendance of w tnesses and the production of instrunents,
docunents, accounts, books and records at any such heari ng,
whi ch nmay be retained by the secretary until the conpletion

of all proceedings in connection with which they were

produced, and adm ni ster oaths and affirmations to any person

whose testinony is required. In the event a person fails to
conply with a subpoena issued by the secretary or to testify
on any matter concerning which he nmay be lawfully
i nterrogated, on application by the secretary, the
Commonweal th Court may issue an order requiring the
attendance of such person, the production of instrunents,
docunents, accounts, books or records or the giving of
t esti nony.

Section 17. Involuntary |iquidation.
The procedure for taking possession of the business and

property of a licensee shall be in accordance with the

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

t he "Departnment of Banking Code," as applicable.
Section 18. Surrender of |icense.

Upon satisfying the secretary that all creditors have been
paid or that other arrangenents satisfactory to the creditors
and the secretary have been made, a |icensee may surrender its
license to the secretary by delivering its license to the
secretary with witten notice that the |license is being
voluntarily surrendered but such an action by a |icensee shal
not affect the licensee's civil or crimnal liability for acts

commtted prior to the date on which the |icense was
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surrender ed.
Section 19. Suspension; revocation or refusal.

(a) The secretary may suspend, revoke or refuse to renew any
license issued pursuant to this act after giving 30 days witten
notice forwarded to the licensee's principal place of business,
by registered or certified mail, return receipt, stating the
contenpl ated action and the reason therefor, if he shall find,
after the |licensee has had an opportunity to be heard, that the
| i censee has:

(1) WMade any material msstatenent in his application.

(2) Failed to conply with or violated any provision of
this act or any rule, regulation or order pronul gated by the
secretary pursuant thereto.

The hearing and notice provisions of this section shall not
apply if the licensee's corporate charter is voided in
accordance with the provisions of any |aw of this or any other
state, in which event the secretary nmay suspend or revoke the
license forthwth.

(b) The secretary may subsequently reinstate a |icense which
has been suspended or revoked or renew a |license which he had
previously refused to renew if the condition which warranted the
original action has been corrected, and he has reason to believe
that such condition is not likely to occur again and that the
licensee is worthy of such reinstatenents.

Section 20. Scope of act.

The provisions of this act shall apply to any secondary
nort gage | oan (except | oans secured by real property nade
pursuant to a license issued under any other law of this
Commonweal t h) which is:

(1) negotiated, offered, or otherw se transacted within
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this Cormonwealth, in whole or in part, whether by the
ultimate | ender or any ot her person;
(2) nmade or executed within this Comonweal th; or
(3) notw thstanding the place of execution, which are

secured by real property located in this Conmonweal t h.
SECTI ON 21. FORECLOSURE, DEFAULT, CONFESSI ON OF JUDGVENT. <—

W TH REGARD TO FORECLOSURE, DEFAULT, RI GHT TO CURE A DEFAULT
AND CONFESSI ON OF JUDGVENT, NOTHI NG CONTAINED IN THI S ACT SHALL
BE DEEMED TO SUPERSEDE SECTI ON 403, 404 OR 407 OF THE ACT OF
JANUARY 30, 1974 (P.L.13, NO 6), REFERRED TO AS THE LOAN
| NTEREST AND PROTECTI ON LAW VWH CH SHALL APPLY TO ALL LOANS MADE
PURSUANT TO THI S ACT.
Section 2% 22. Penalties. <—

(a) Any person who is not |icensed by the secretary or
exenpted fromthe licensing requirenents in accordance with the
provi sions of this act and who shall engage in the business of
negoti ati ng or maeki ng secondary nortgage | oans and charge,
collect, contract for or receive interest, fees, prem uns,
charges or other considerations which aggregate in excess of the
interest that the | ender woul d otherwi se be permtted by law to
charge if not |icensed under this act on the anmount actually
| oaned or advanced, or on the unpaid principal bal ances when the
contract is payable by stated installnments, shall be guilty of a
m sdeneanor, and upon conviction thereof, shall be sentenced to
pay a fine of not |ess than $500 or nore than $5, 000, and/or
undergo i nprisonnent not |ess than six nonths nor nore than
three years, in the discretion of the court. This subsection
shall not apply to real property secured | oans nmade by a
| i censee under the act of April 8, 1937 (P.L.262, No.66), known

as the "Consumer Di scount Conpany Act."
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(b) Except as the result of unintentional error, a
corporation |icensed under the provisions of this act or any
director, officer, enployee or agent who shall violate any
provision of this act or shall direct or consent to such
viol ations, shall be subject to a fine of $2,000 for the first
of fense, and for each subsequent offense a |like fine and/or
suspensi on of license. A licensee shall have no liability for
unintentional error if within 15 days after discovering an error
the licensee notifies the person concerned of the error and
makes adjustnments in the account as necessary to assure that the
person will not be required to pay any interest, fees, prem uns,
charges or other considerations which aggregate in excess of the
charges permtted under this act.

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

Section 22 23. Preservation of existing powers.

Not hing is this act shall be construed as restricting the
powers ot herwi se conferred by |aw upon financial institutions,
such as State and national banks, State and Federal savings and
| oan associ ati ons, savings banks and i nsurance conpanies, to
engage in the secondary nortgage business as defined in section
2, and no such financial institution, in exercising any power
ot herwi se so conferred upon it, shall be subject to any

provision of this act. A State-chartered or national bank, bank
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and trust conpany, savings bank or savings and | oan associ ation

| ocated in this State shall have all the powers of a |icensee

under this act but shall not be subject to the license

requi renent or any other provision of this act relating to the

requi renents inposed on |icensees.

Section 23 24. Interpretation of act. <—
The provisions of this act are severable, and if any of its

provi sions shall be held unconstitutional, the decision of the

court shall not affect or inpair any of the remaining provisions

of this act. It is hereby declared to be the |egislative intent

that this act woul d have been adopted had such unconstitutional

provi sions not been included. Section headings shall not be

taken to govern or limt the scope of sections of this act. The

singular shall include the plural, and the masculine shal

i nclude the fem nine or neuter.

Section 24 25. Preservation of existing contracts. <—
Not hi ng contained in this act shall be construed to inpair or

affect an obligation of a borrower for a secondary nortgage | oan

executed prior to the effective date of this act.

Section 25 26. Effective date. <—

This act shall becone effective in 90 days.
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