PRI OR PRINTER S NO. 756 PRINTER S NO. 2137

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 693 %%

| NTRODUCED BY CGREENLEAF, DAW DA, SALVATORE, FISHER, LEW S AND
MADI GAN, MARCH 16, 1989

SENATOR HOLL, BANKI NG AND | NSURANCE, AS AMENDED, APRIL 25, 1990
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AN ACT
Amending Title 42 (Judiciary and Judicial Procedure) of the
Pennsyl vani a Consol i dated Statutes, establishing the priority
of advances nade under certain nortgages; and providing for
the rights of nortgagees, nortgagors and other parties with
respect to certain nortgages.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. Title 42 of the Pennsyl vania Consol i dat ed
Statutes is anmended by addi ng sections to read:

8§ 8143. (Open-end nortgages.

(a) GCeneral rule.--Wether or not it secures any other debt

or obligation, a AN OPEN- END nortgage, other than a purchase <—

noney nortgage as defined in section 8141 (relating to tine from

which liens have priority), nay secure unpai d bal ances of

advances made after the SUCH OPEN-END nortgage is |left for <—




the term open-—end mortgage— The validity and enforceability of

the lien of the AN OPEN- END nortgage shall not be affected by

the fact that the first advance is nade after the date of

© o0 N oo o A~ wWw N P

recording of the nortgage or that there nay be no outstandi ng

10 indebtedness for a period of tine after an advance or advances
11 ray have been nmade and repai d.

12 (b) Unobligated advance after notice. - - A rortgageconphbying
13 with-subseetieon{a)y—and AN OPEN- END MORTGACE securing unpaid

14 bal ances of advances referred to in subsection (a) is a lien on
15 the premi ses described therein fromthe tine the nortgage is

16 left for record for the full anount of the total unpaid

17 indebtedness, including the unpaid bal ances of the advances that
18 are made under the nortgage plus interest thereon, regardl ess of
19 the tine when the advances are nade. H—sueh HOMEVER, |F an

20 advance is nmade morethanfive business—days after the hol der of
21 the nortgage receives witten notice which conplies with

22 subsection (d) of a lien or encunbrance on the nortgaged

23 prenmises which is subordinate to the lien of the nortgage and if
24 the holder is not obligated to nmake the advance at the tine the
25 notice is received, then the lien of the nortgage for the unpaid
26 bal ance of the advance so nade is subordinate to the lien or

27 encunbrance unless the advance so nade is in order to pay

28 toward, or to provide funds to the nortgagor to pay toward, al
29 or part of the cost of conpleting any erection, construction,

30 alteration or repair of any part of the nortgaged preni ses, the
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financi ng of which, in whole or in part, the nortgage was gi ven

to secure. |If an advance is nade merethanfive business—days <—
after the hol der of the AN OPEN- END nortgage receives witten <—

noti ce of | abor perforned or to be perforned or materials

furni shed or to be furni shed for the erection, construction,

alteration or repair of any part of the nortgaged preni ses and

if the holder is not obligated to make the advance at the tine

the notice is received, then the lien of the nortgage for the

unpai d bal ance of the advance so made is subordinate to a valid

mechanic's lien for the | abor actually perforned or materials

actually furni shed as specified in the notice unl ess the advance

so made is in order to pay toward, or to provide funds to the

nortgagor to pay toward, all or part of the cost of conpleting

any erection, construction, alteration or repair of any part of

t he nortgaged preni ses the financing of which, in whole or in

part, the nortgage was gi ven to secure.

(c) Mortgagor may linmt indebtedness. --The nortgagor nay

limt the i ndebt edness secured by themertgage AN OPEN- END <—

MORTGAGE, AND RELEASE THE OBLI GATI ON OF THE MORTGAGEE TO MAKE

ANY FURTHER PAYMENTS, to that in existence at the tine of the

delivery of a witten notice to that effect to the recorder for

record, if the notice is executed by the nortgagor, is

acknow edged according to | aw and states the volune and initial

page of the record or the recorder's file nunber of the

nortgage, and a copy thereof is served upon the hol der of the

nortgage nore than three days prior to the delivery of the

notice to the recorder for record. The notice shall be recorded

and i ndexed by the recorder as an anendnent of the nortgage and

shall be noted on the margin of the record of the nortgage,

gi ving the book and page nunber where the notice is recorded.
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The right of the nortgagor to limt indebtedness secured by the

nortgage i s not applicable to interest subseguent|ly accrui ng on
i ndebt edness—loan—advancesthe holderof the mprtgageis <—
obligated tomake or advances nade after the delivery of the

notice to the recorder for record in order to pay for all or

part of the cost of conpleting any erecti on, construction,

alteration or repair of any part of the nortgaged preni ses, the

financi ng of which, in whole or in part, the nortgage was gi ven

to secure.

(d) Notice.--The witten notices provided for in subsection

(b) shall be signed by the holder of the |lien or encunbrance or

t he person who has perforned or intends to performthe | abor or

who has furnished or intends to furnish materials, or by his

agent or attorney, and shall set forth a description of the real

property to which the notice relates, the date, the parties to,

the volunme and initial page of the record or the recorder's file

nunber of the nortgage over which priority is clainmed for the

lien or encunbrance, and the anpunt and nature of the claimto

which the lien or encunbrance relates or the nature of the | abor

perforned or to be perforned or materials furni shed or to be

furni shed and the anpunt clained or to be clained therefor. The

witten notices provided for in subsections (b) and (c) shall be

deened to have been received by or served upon the holder of the

nort gage when delivered to the hol der personally or by

regi stered or certified nanil at the address of the hol der

appearing in the nortgage or an assi gnnent thereof or, if no

address is so given, at the princi pal place of busi ness or

resi dence of the holder or the agent of the holder within this

Commpnweal th or, if the hol der has no principal place of

busi ness or residence or agent within this Conmmonweal t h, when
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posted in sone conspi cuous place on the nortgaged prem ses.

(e) Section not exclusive.--This section is not exclusive

and shall not be construed to change existing |aw with respect

to the priority of the |lien of advances nmade pursuant to a

nort gage except to the extent that it gives priority to the lien

f or advances under an open-end nortgage conplying with the

requi renents of this section which would not have such priority

in the absence of this section.

(f) Definitions.--As used in this section, the foll owi ng

wor ds and phrases shall have the neani ngs given to themin this

subsecti on:

"Hol der of the nortgage." The hol der of the nobrtgage as

di scl osed by the records of the recorder or recorders of the

county or counties in which the nortgaged prem ses are situated.

"]l ndebt edness."” The unpai d princi pal bal ance of advances

excl usive of interest and unpai d bal ances of advances and ot her

extensi ons of credit secured by the nortgage made for the

paynent of taxes, assessnents, nmintenance charges, insurance

prem uns and costs incurred for the protection of the nortgaged

"Mortgage." Includes a nortgage, deed of trust or other

instrunent in the nature of a nortgage.

"Mortgagor." Includes the nortgagor's successors in interest

as di sclosed by the records of the recorder or recorders of the

county or counties in which the nortgaged prem ses are situated.
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TO A NMAXI MUM AMOUNT _COF | NDEBTEDNESS OUTSTANDI NG AT _ANY_ TI ME

=Y
o

STATED IN THE MORTGAGE, PLUS ACCRUED AND UNPAI D | NTEREST. SUCH A

=
=

MORTGAGE SHALL BE | DENTI FI ED AT THE BEG NNI NG THERECF AS AN

=
N

"OPEN- END MORTGAGE" AND SHALL CLEARLY STATE THAT I T SECURES

=
w

FUTURE ADVANCES, WHICH IN THE CASE OF A HOVE EQUI TY PLAN, THE

H
o

LENDER HAS A CONTRACTUAL OBLI GATI ON TO MAKE ON THE TERMS AND

=Y
(63}

CONDI TI ONS SET_FORTH IN THE MORTGAGE AND OPEN- END LOAN AGREEMENT

=Y
(e}

WTH THE BORROVNER. SUCH OPEN- END MORTGAGE SHALL BE DEEMED TO

=
\l

SECURE OBLI GATORY FUTURE ADVANCES EVEN THOUGH THE MORTGAGE OR

=Y
oo

LOAN AGREEMENT CONTAINS SOVE OR ALL OF THE LIM TATI ONS AND

=
O

CONDI TI ONS ON THE OBLI GATI ON TO MAKE ADVANCES VH CH ARE

N
o

PERM TTED FOR HOVE EQUI TY PLANS UNDER THE HOVE EQUI TY LOAN

N
=

CONSUMER PROTECTI ON ACT (PUBLI C LAW 100-709, 102 STAT. 4725), AS

N
N

| MPLEMENTED BY REGULATION Z | SSUED THEREUNDER I N 12 CFR 226. 5(B)

N
w

(RELATI NG TO GENERAL DI SCLOSURE REQUI REMENTY) .

N
~

"Recorder." The recorder of deeds or other official in

N
(63}

charge of recordi ng nortgages in each county in which the

N
(e}

nort gaged preni ses are | ocated.

N
~

8§ 8144. Mortgages to secure certai n advances.

N
oo

In addition to any ot her indebtedness, a nortgage nay secure

N
(o]

unpai d bal ances of advances nmade, with respect to the nortgaged

30 prem ses, for the paynent of taxes, assessnents, nmi ntenance
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charges, insurance prenm uns or costs incurred for the protection

of the nortgaged prenmises or the lien of the nortgage, expenses

i ncurred by the nortgagee by reason of default by the nortgagor

under the nortgage or advances nade under a construction |loan to

enabl e conpl eti on of the i nprovenments for which the construction

| oan was originally nmade, if such nortgage states that it shal

secure such unpai d bal ances. A nortgage conplying with this

section is a lien on the prem ses descri bed therein fromthe

tinme the nortgage is left for record or the tine of delivery to

t he nortgagee of a purchase noney nortgage which is recorded

within ten days after its date for the full anpunt of the unpaid

bal ances of such advances that are made under the nortgage, plus

i nterest thereon, regardl ess of the tine when the advances are

Section 2. Effect of act on prior nortgages.

Not hi ng contained in this act shall be construed to affect
the priority of advances nmade under any nortgage recorded before
the effective date of this act.

Section 3. Effective date.

This act shall take effect in 60 days.
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