PRINTER S N0 3180

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2452 5%

| NTRODUCED BY KREBS, PESCI, M N WRI GHT, HARPER, GANNON
SALOOM HAYDEN, Tl GUE, HARLEY, PISTELLA, FAJT, D. W SNYDER
VEON, BELARDI, JOHNSON, RI CHARDSON AND JAMES, MARCH 10, 1992

REFERRED TO COW TTEE ON BUSI NESS AND COVMERCE, MARCH 10, 1992

AN ACT

1 Anending the act of January 30, 1974 (P.L.13, No.6), entitled

2 "An act regul ating agreenents for the | oan or use of noney;
3 establishing a maxi mum | awful interest rate in the

4 Commonweal th; providing for a legal rate of interest;

5 detailing exceptions to the maxi mum|awful interest rate for
6 residential nortgages and for any loans in the principal

7 anount of nore than fifty thousand dollars and Federally

8 i nsured or guaranteed | oans and unsecured, noncoll ateralized
9 | oans in excess of thirty-five thousand dollars and busi ness
10 | oans in excess of ten thousand dollars; providing

11 protections to debtors to whom | oans are made incl uding the
12 provi sion for disclosure of facts relevant to the maki ng of
13 residential nortgages, providing for notice of intention to
14 forecl ose and establishnment of a right to cure defaults on
15 residential nortgage obligations, provision for the paynent
16 of attorney's fees with regard to residential nortgage

17 obligations and providing for certain interest rates by banks
18 and bank and trust conpanies; clarifying the substantive | aw
19 on the filing of and execution on a confessed judgnent;
20 prohi biting wai ver of provisions of this act, specifying

21 powers and duties of the Secretary of Banking, and

22 establishing renmedi es and providing penalties for violations
23 of this act,” providing for the paynent of interest by

24 residential nortgage |enders on certain anmounts held in

25 escr ow.

26 The General Assenbly of the Conmonweal th of Pennsyl vani a

27 hereby enacts as follows:
28 Section 1. The act of January 30, 1974 (P.L.13, No.¥6),

29 referred to as the Loan Interest and Protection Law, is anended
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by addi ng a section to read:

Secti on 409. Resi denti al Mdirtgage |Interest on Escrow --(a)

In the event any residential nprtgage | ender requires that a

sum in addition to that necessary for the paynent of interest

and the anortization of |loan principal, be paid to himby a

resi denti al nortgage debtor for the purpose of paying or

qguar ant eei ng paynent of real estate taxes and property insurance

prem uns, interest shall be paid on the sumwhile held by the

| ender pursuant to one of the following two options. The | ender

may.

(1) Deposit the sumin an escrow account in a bank or

savi ngs associ ati on requl ated by the Departnent of Banking, the

Federal Reserve Board, the Federal Hone Loan Bank Board or the

Conmptroller of the Currency in an i nterest-bearing account. The

resi dential nortgage | ender shall be entitled to receive, as

admi ni strati ve expenses, a sum equivalent to two per cent per

annum upon the interest earned on the funds so deposited which

shall be in lieu of all other adm ni strati ve and cust odi al

expenses. The bal ance of the interest shall be the property of

the residential nortgage debtor to be used as he directs.

(2) Pay interest on the additional sumbeing held at a rate

not | ess than three and one-half per cent per annum or the

di scount rate established by the Federal Reserve Bank, whi chever

is less, to the residential nortgage debtor payabl e annually on

t he anni versary of the nortgage.

(b)Y For the purpose of this section, residential nortgages

to which these provisions apply shall not be subject to any

limtati on otherwi se applicable to this act.

(c) The requirenents of this section shall not be applicable

to any residential nortgage | ender who, on the effective date of
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this act, already pays interest to all of his residential

nort gage debtors in one of the fornms herein delineated. In the

event any residential nportgage | ender, excluded from coverage

under subsection (a) by this subsection, discontinues the

provi si ons of subsection (a) shall automatically take effect

agai nst himon the date that action takes pl ace.
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5 paynent of interest to any residential nortgage debtor, the
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Section 2. This act shall take effect in 60 days.
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