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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 537 %5

I NTRODUCED BY SCHWARTZ, COSTA, LAVALLE, STOQUT, BODACK, MJSTO,
GERLACH, EARLL, KASUNI C, TOMLINSON, M VH TE, TARTAG.I ONE
HUGHES, O PAKE AND STACK, FEBRUARY 16, 2001

REFERRED TO BANKI NG AND | NSURANCE, FEBRUARY 16, 2001

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 it by a

resi denti al nortgage debtor for the purpose of paying or

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

prem uns, the | ender shall pay conmpound interest on the sum so

held to the debtor. The interest on such anpunts shall be on the

aver age vearly bal ance of the account at a rate not |ess than

the di scount rate established by the Federal Reserve Bank of

Chi cago on January 1 of each year. Such interest shall annually

be issued to the debtor or credited to the debtor's account,

except that upon ternination of the account such interest shal

be issued to the debtor. In cases where escrowed funds are

i nsufficient to pay the i nsurance and taxes owed by the debtor,

i nterest paynents may be applied by the | ender to paynent of

t axes and i nsurance.

(b)Y The |l ender shall annually issue to the debtor a witten

statenent contai ning the foll ow ng:

(1) The anmpbunt the debtor paid into escrow that year.

(2) The rate of interest paid.

(3) The anpbunt paid on behalf of the debtor for taxes and

i Nsur ance.

(4) The bal ance due to the debtor or being credited to the

debtor's account.

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