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[THIRD OFFICIAL COPY REPRINT] 

SENATE, No. 1575 

STATE OF NEW JERSEY
 
IN'TRODUCED NOVEMBER 10, 1980 

By Senators BEDELL, GREGORIO, KENNEDY, 'WALLWORK and 

SCARDINO 

Referred to Committee on Labor, Industry and Professions 

AN ACT to amend tbe "Secondary Mortgage Loan Act," approved 

September 23,1970 (P. L. 1970, c. 205). 

1 BE IT ENACTED by the Senate and General Assembly of the State 

2 of New .Jersey: 

1 1. Section 2 of P. L. 1970, c. 205 (C. 17 :l1A-35) is amended to 

2 read as follows: 

3 2. As used in tbis act, the following words and terms shall have 

4 the following meanings unless tbe context otherwise requires: 

5 a." Secondary mortgage loan" means a loan made to an indi­

6 vidual association joint venture partnership, limited partnership, 

7 limited partnersbip association, or any other group of individuals 

8 however organized, except a corporation, wbich is secured in whole 

9 or in part hy a lien upon any interest in real property*, including 

10 but not limited to shares of stock in a coopemt'ive corporation,'" 

11 created by a security agreement, including a mortgage, indenture, 

12 or any other similar instrument or document, which real property is 

12A subject to one or more prior mortgage liens [and which is used as a 

13 dwelling, including a dual purpose or combination type dwelling 

14 wbich is also used as a business or commercial establishment, and 

15 has accommodations for not more tban 4 families], except tbat a 

16 loan which: (1) is to be repaid in 90 days or less; (2) is taken as 

17 security for a home repair contract executed in accordance with 

18 the provisions of chapter 41, r. 1..1. 1960 j (3) is at an interest rate 

19 wbich is not in excess of tbe usury rate in existence at the time 

20 the loan is made, as established in accordance with the law of this 

21 State, and on which loan tLe borrower bas not agreed to pay, di­

22 rectly or indirectly, any charge, cost, expense or any fee whatso­

23 ever other than said interest; or (4) is the result of the private 

24 sale of a dwelling if title to the dwelling is in tbe name of tbe seller 

EXPLANATION-Maller enclosed in bold-faced brackets [thus] in Ihe above bill 
is not enacted and is intended to be omitted in the law. 
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25 and the seller has resided in said dwelling for at least 1 year if 

26 the buyer is purchasing said dwelling for his own residence aud, 

27 as part of the purchase price, executes a secondary mortgage in 

28 favor of the seller i shall not be subject to the provisions of this act. 

29 b." Borrower" means any person applying for a secondary 

30 mortgage loan, whether or not the loan is granted, and any person 

31 who has actually obtained such a loan. 

32 c. "Licensee" means a person who is required to be licensed by 

33 section 3 of this act. 

34 d." Person" means an individual, association, joint venture, 

35 partnership, limited partnersbip, limited partnership association, 

36 corporation or any other group of individuals however organized. 

37 e. "Commissioner" mcnnt; the Commissioner of Banking of 

38 New Jersey including his deputies, 01' auy other salaried employee 

39 of the Department of Banking appointed or designated by the com­

40 missioner to perform the functions required for the administration 

41 or enforcement of this act. 

1 2. Section 11 of P. L. 1970, c. 205 (C. 17 :llA-4t1) is amended to 

2 read as follows: 

3 11. a. A licensee shall have autllority to make a secondary 

4 mortgage loan£, repayable in installments,] ""repayable in install­

5 rnents* am1 may charge, contract for and receive thereon interest 

6 at un annual percentage rate not exceeding 15%, computed by the 

7 actuarial method (United States rule) and; provided further, the 

8 COlmnissioner of Bankiug, with the advice of a special advisory 

9 board cOllstitutpd as hereinafter provided. may by regulation 

10 adopted, amended and rescinded from tillle to time, provide that the 

11 interest which may be taken for any such loan shall be more than 

12 15% per aIlnum but not more than [18%] 24% per annum as shall 

13 be prescribed in such regulation. 

14 (1) No interest shall be paid, deducted, or received in advance. 

15 Interest shall not be compounded and shall be computed only on 

16 unpaid principal balances. For the pmposes of computing in­

17 terest, whether at the maximum rate or less, a month shaH be con­

18 sidered a calendar month and where a fraction of a month IS lll ­

19 volved a day shall be considered 1/30 of a montl,. 

20 b. In making, amendiIlg~ and l'ef'cinding regulations pursuant to 

21 the preceding provision, the Commissioner of Banking and the 

22 special advisory board slw.ll consider tue general state of the 

23 economy, the discount rates prescribl'd by the J;'ederal Reserve 

24 Bank of New York and the Fedcl'al Reserve Bank of PlJilade1pLia, 

24A tLe advance rate as prescribed by tIle Feueral Home Loan Balll~ of 

25 New York, the availability of funds for loans, studies and statistics 
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26 published by the .H'ederal Home Loan Bank Board and other agen­

27 cies of the United States and of this State, and such other factors 

28 and bases for determination a:; the commissioner and the board 

29 may deem pertinent. rl'he rate \'slablisJ:cd hy any such regulation 

30 shall reasonably reflect prevailing market condi tions, regionally and 

31 nationally, based UpOll tbe studies, statistics and factors considered, 

32 and shall remain in force until such time as such regulation is 

33 rescinded or such rate is increased or decreased hy a subsequent 

34 regulation. Any such regulation s11allll<we prospective effect only. 

35 c. r:rhe special advisory board herein provi(led for shall consist 

36 of the Commissioner of Banking, who shall be ex-officio chairman 

37 of tbe board, and 5 members 3.]1poinh"d by t11e Governor with the 

38 advice and consent of the Senate. Any appointed member of the 

39 board may be removed from oihee by the Governor whenever, in his 

40 judgment, the public inte res l ,nay so requi reo Each of tue 5 ap­

41 pointed members shall have had, at tllC time of his appointment, 

42 practical experience in eon~umer finaneing or fields so related 

43 thereto as to qualify eacb as an authority for the purpose of advis­

44 ing the Commissioner of Banking regarding the iuterest which may 

45 be taken for any secondary mortgage lonn. }... t no time shall there 

46 be more than a single representatin 011 the board from anyone 

47 institution or group of institutions. 

48 d. Each member of tile board tihall bold office for a term of 2 

49 years, and thereafter until his successor is appointed and has 

50 qualified, subject to remo,'ul by the Governor pursuant to tbe 

51 preceding provision. Members of the board slmll be eligible for 

52 reappointment ill the same manner as the initial appOinl1lJGnt of 

53 members of the board as provided for heretofore. Any vHcaneies 

54 in the board sha11 be filled for the unexpired portion of tlle term 

55 in the same manner as for a full term. 

56 Co The members of ttc fipccial a(hisory board shall Sl~l'Ve without 

57 compensation, but shall be reim hursed for their actual and neces­

58 sary expenses in attending meetings of the board. All claims for 

59 reimbursement shall be submitted in the form and manner pre­

60 scribed for like claims of the Commissioner of Banking. 

61 f. Tile board sball meet at lea::;t semiullll1lally, at such times and 

62 place::; in tJJe State as it may detrl'fllil1e. The commissioner may 

63 call such other meetings us he may deem ncc('ssary, and he shall 

64 call a meeting when reqnested by :2 or more lllemherH of the board. 

65 At least 3 days noticc of c\"er3' meetiug shall be given to each mern­

66 bel' of the board personally, or by mail, telephone, or telegraph. 

67 Four members of the bO~ll'd sba11 constitute a quorum. 
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68 g. The speClal advisory board shall elect a secretary who may be 

69 an employee of the Department of Banking but who shall receive 

70 no extra compensation for serving as secretary. The secretary shall 

71 keep an accurate record of all meetings of the board and shall per­

72 form such othor duties as may be prescribed by the board. 

73 h. For the purpose of discharging its duties, the board shall 

74 have access to all relevant records in the Department of Banking, 

75 including reports and confidential communications, but each member 

7G of the board shall troat all information so obtained as confidential 

77 and shall not reveal any such information to any person other than 

78 another member of the board. 

79 i. No member of the hoard, including the Commissioner of 

80 Banking, shall be personally liable for any act done or omitted in 

81 connection with the performance of his duties under this act. 

82 j. At the initial meeting of the special advisory board, the mem­

83 bel'S shall agree, by majority vote, to the procedure by which rec­

84 ommendations will be mado to the commissioner concerning the 

85 interest rate to be established pursuant to this act. 

1 3. Section 12 of P. L. 1970, c. 205 (C. 17 :l1A-45) is amended to 

2 read as follows: 

3 12. A sE'condary mortgag'e loan licensee shall: 

4 a. :Maintain at least one licensed place of business in this State. 

5 b. Conspicuonsly diA}Jlay his license at each licensed place of 

6 husiness. 

7 c. Keep on file with the commissioner a corporate surety hond 

8 in the principal sum of $5,000.00. Said bond shall be in the form 

9 required by the cOHlmi;::;sioner and shall be issued by a surety com­

10 pany authorized to transact business in this State. The bond shall 

11 run to the State and shall be conditioned that the licensee will com­

12 ply with the provisions of this act. The aggregate liability of the 

13 surety on the bond shall in no event exceed the amount of said bond. 

14 d. Maintain a net worth of *[$50,000.00]* *$100,000.00* at all 

14A times*; except that licensees licensed prior to the effective date of 

14B this amendato'J'Y and supplementary act shall maintain a net 'Worth 

14c of $50)000.00 at all times*. 

15 e. Maintain at his place of bushwss in this State an original or 

16 true copy of the following instrnments, documents, accounts, books 

17 and records: 

18 (1) Promissory note evidencing' each borrower's secondary mort­

19 gage loan indebtpdness. 

20 (2) Mortgage, iu<lenture or any other similar instrument or 

21 docnment which creates a lien on the real property which is taken 

22 as secmity for u secondary mortgage loan. 
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23 (3) Crellit life alld accidellt and health insurance policy or a 

2,1 certiiicate of insurance where such insurance is obtained in ac­

25 cordance with section 16 of this act. 

26 (4) Closing statement for each secondary mortgage loan. 

27 (5) Appraisal or search, where utilized. 

28 (6) Individual ledger card or any other form of record which 

29 shows all installment payments made IJy the borrower and all other 

30 charges or credits to the l)OITOWer's account. 

31 (7) Iildividual file in which the borrower's application for a loan 

32 aud any correspondence, including collectiol\ letters, memorau­

33 dum", notes or miY other written information pertaining to the bor­

34 rower's account, shall he kept. 

35 (8) General ledger, cash receipts and disbursements register, 

3G check lloolc, cauceled checks and snch other accounts, booles or 

37 records as shall IJe required by the commissioner in order to as­

38 certain \vhether the licensee has been conducting his secondary 

39 mortgage loan business in full compliance with the provisions of 

40 this act. 

41 All of the aforementioned instruments, documents, accounts, 

42 books and records shall be kept separate and apart from the rec­

43 ords of any other business comluded by the licensee and shall be 

44 preserved and kept available for im-estigation or examination by 

45 the commissioner for at least 2 ~years after a secondary mortgage 

46 loan has been paid in full. The provisions of this section shall not 

47 apply to any instrument, document, account, book or record which 

48 is assigned, sold or transferred to another secondary mortgage 

49 loan licensee nor shall the 2-year requirement apply to an instru­

50 ment or document which must be returned to the borro'wer at the 

51 time a secondary mortgage loan is paid in full. 

52 f. Annually, before February 1, file a report with the commlS­


53 81.011er which shall set forth such information as the commissioner
 

54 shall require concerning' the lmsiness conducted as a licensee during
 

55 the preceding calendar year. The report shall be in writing, under
 

56 oath and 011 a form provided hy tIle commissioner.
 

57 g. Be subject to an examination by the commissioner, at least
 

58 once a year, at which time the commissioner shall have free access,
 

59 during regular business hours, to the licensee';:; place or places of
 

60 business in this State and to all instruments, documents, accounts,
 

61 books and records which pertain to the licensee's secondary mort­


62 gage loan husiness. The cost of allY such examination shall be
 

63 borne by the licensee.
 

64 h. In the event a borrower's application for a secondary mort­


gage loan is denied, notify the borrower, in writing, of said denial 
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66 [and, provided further, the name of any such borrower or a list of 

67 any such borrowers shall not Ije referred by the licenst~e, in any 

68 manner whatsoever, to anv other lender, retail seller or personal 

69 property or services or to any other persoll, whether in this or any 

70 other State] "'and, IJYovided fUTther, the name of any such borrower 

70A or a list of any s~tch bon'oweTs shall not be referred by the licensee, 

70B in, any rnamw1'whcd,Qoevel', fa any othrlj' lender, retail seller 

70e ***[or]*** U*Of*H' persoiial property or services or to any othet' 

70D person, whether in this or any other state". 

71 i. If a secondary mortgage loan is not consununated, return all 

72 documents executed by or belong-iEg to the borrower. 

73 j. Give to the borrower, without charge, a copy of every instru­

74 ment, document or other writing the borrower signs. 

75 k. Give to the borrower, without charge, written evidence of 

76 credit life and accident and health insurance, if any, in accordance 

77 with regll1ations l)romulgated by the commissioner pursuant to 

78 chapter 169, P. L. 1958. 

79 1. Give to the borrower, vvithout charge, at the time a secondary 

80 mortgage loan is made, a closing statement which itemizes the in­

81 dividual amounts dishursed to or on behalf of the borrO\",er, in­

82 cluding, hut not limited to, the premium for credit life and accident 

SB and health insurance, if any, the total amount of the funds so dis­

84 hursed, the amount of the interest charge, total amount of the loan, 

85 the amount, number and due date of the installment payments and 

86 the interest charge expressed as an annual percentage rate. 

87 m. "Vhen a payment is made in cash on account of a secondary 

88 mortgage loaJl, give to the borrower, without charge, at the time 

89 such payment is actually received, a written receipt which shall 

90 show the name and address of the licensee, the name anu address 

91 of the borrower, account number or other identification maTk or 

92 symbol, date*[,]'X "and'" amount paid *[and the unpaid balance of 

93 the account prior to and after the cash payment]"'. 

!)4 n. Upon written request from the borrower, give or forward to 

95 the borrower, vvithout charge, within 5 days from the date of re­

96 ceipt of such request, a written statement of the horrower's ac­

97 count which shall show the dates and amounts of all installment 

9S payments credited to the borrower's account, the dates, amounts 

99 and an explanation of all other charges or credits to the account 

100 and the unpaid halance thereof. A licensee shall not be required 

101 to furnish more than 2 such statements in any 12-month period. 

102 o. vVhen a seconuary mortgage loan is paid in full: 

103 (1) Hefund to the borrower, in accordance with regulations 

104 promulgated by the commissioner pursuant to chapter 169, P. L. 
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105 1038, any unearlled lJOrtion of the premium for credit life and aeei­

106 dent and health insurance, if a premium for such insurance was 

107 disbursecl on hehalf of the borrower at the time the secondary mort­

108 gar-;l) loan was originally made. 

1O~ (2) Stamp 01' write Oll the face of the prOlmssory note eVl­

110 dencing the borrower's secondary mortgage loan indebtedness 

111 "Paid in ]'u11" or "Cancelled," the date paid and the name and 

112 address of the licensee and. within '~[10]* *1/5* days, return the 

113 promissory note to the borrower. 

114 (3) Relea~,e, at the expense of the licensee, any lien on real 

115 property and cancel the same of record and, at the time the promis­

116 sory note evidencing the horro\\'er's secondary mortgage loan in­

117 debtedness is returned, deliver to the borrower such good and suf­

118 ficicllt assignme11ts, releases or any other certifirate, instrument 

l1!=l or dOCUlllCHlt as lllay be necessary to vest the borrower with com­

120 plete evidence of title, insofar as the applicable secondary mort­

121 gage loan is concerned, to the real property. 

1 4. Section 1:3 of P. L. 1970, c. 205 (C. 17 :11A-46) 1S amended 

2 to read as follows: 

3 13. A secondary mortgage loa!! licem;ee shall not: 

4 a. Transact allY busines8 subject to the IJrovisiolls of this act 

5 under any othel' Harne or at any other location except that desig­

6 nated in llis license. For the purpose of this section, the trans­

7 action of business [includes, but is not lilllited to, the signing of 

8 any instrument, dOClilllent or allY othor form by the borrower, ex­

9 cept that a harrower's application for a secondary mortgage loan 

10 need not be sig1led. in the onice of the licensee] *[does not include 

11 the exec1dion of the borrower's application for a secondary mort­

12 gage loan or the closing of such loan]* *includes, but is not limited 

13 to, the signing ot any inst1"ument, doc1unent or any other form by 

14 the borrower, except that a borrower's application tor a secondary 

15 mortgage loan need not be signed in the office of the licensee"'. A 

15A licensee who changes his name or place of business shall inune­

15B diately notify the corrunissionel' who shall issue a certificate to the 

150 licensee, which shan specify the licensee's Hew name or address. 

1G b. Photocop,\" or otherwise reproduce his license. 

17 c. Request that a borrower incorporate in connection with a 

18 se.co11l1ary mortgage loul! or aid or allot such a scheme. 

19 d. Make a secondary mortgage loan which has been referred by 

20 a retail seller, witO, in connection with sucll referral, has required 

21 the bol'l'owcl' to purchase personal property or services or has 

22 indicated that such purcbase is necessary as n condition precedent 

22A for such loan. 
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23 [e. Charge an application fee or make any other charge or accept 

24 an advance deposit prior to the time a secondary mortgage loan is 

25 closed.] 

2G [f. Make a secondary mortgage loan nntil such time as the li­

27 censee has obtained: 

28 (1) A written statement signed by the borrower that the holder 

29 of every other existing mortgage on the real property offered as 

30 security for the secondary mortgage loan has declined to make a 

31 loan in the desired amount or; 

32 (2) A written statement signed by the horrower that the tenus 

33 offered by the holder of every other existing mortgage on the real 

34 property offered as security for the secondary mortgage loan are 

35 not acceptable to the borrower.] 

36 [g. Require or accept from a borrower any collateral or security 

37 for a secondary mortgage loan other than a mortgage, indenture or 

38 any other similar instrument or document which creates a lien 

;)9 upon any real property.] 

40 [h. Contract for, charg€, reeei"e or collect directly or indirectly, 

41 any of the following in connection with a secondary mortgage loan: 

42 a charge for appraisal service; search; broker's or finder's fee; 

43 commission; discount; expense; examination fee; fine; interest; 

44 penalty; points; premium, or allY other thing of value other than 

45 the charges authorized by this act, except the expenses incurred on 

46 actual sale of the real property in foreclosure proceedings or upon 

47 the entry of judgment, which are otherwise authorized by law; 

48 provided, however, a licensee may require a borrower to pay a 

49 reasonable legal fee at the time of the execution of the secondary 

50 mortgage loan, provided any snch legal fee shall represent a charge 

51 actnally incurred in connection with said secondary mortgage loan 

52 and shall not be paid to a person except an attorney authorized to 

53 practice law in this State; provided, further, that such legal fee 

54 shall be eyidenced by a statement from such attorney issued to the 

55 licensee.] 

56 [1. Assign, sell or transfer a secondary mortgage loan to a person 

57 other than another secolldary mortgage loan licensee.] 

58 [j. So1i.cit business throngh any other person by paying, directly 

59 or indirectly, for such business referred to the licensee by any such 

60 person.] 

61 [k. Solicit business, ilirectly or indirectly, for any other licenseB, 

62 lender, retail seller of personal property or services or for any 

63 other person, whether in this or any other state.] 

J4 "c. Charge au application tee 01' make any other charge or accept 



65 an advance deposit prior to the t-ime a secondary mortgage loan is 

66 closed. 

67 f. Require O'T accept fr'om a borr-ower any collateral or security 

68 for a secondary mo,rtyage loan other than a mortgage, indentu/re 

69 or any other similar instrument or dOC'/,lment which creates a lie'n 

70 upon any real property or an interest in real pr'operty including, 

71 but not limited to, sha'res of stock in a cooperative cor'poration. 

72 g. Contract for, charge, r'eceive or collect directly or indirectly, 

73 any of the following in connection with a secondary mortgage loan: 

74 a charge for appraisal service; search; broker's or finder's fee; 

75 commission; discount; expense; examination fee; fine; interest; 

76 penalty; po'ints; premium, or any other thing of value other than 

77 the cha'ryes autho'rized by this act, except the expenses incurred on 

78 actual sale of the real pr'operty in foreclosure proceedings or upon 

79 the entry of judg'ment, which ar'e otherw'ise authorized by law; 

80 provided, however, a licensee may requ'ire a borrower to pay a 

81 reasonable legal fee at the time of the execution of the secondar'y 

82 mortgage loan, p'l'ovided any such legal fee shall represent a charge 

83 actually inc'l.wred in connection with said secondary mortgage loar/, 

84 and shall not be paid to a per'son except an attorney authorized to 

85 practice law in this State; provided, further, that such legal fee 

86 shall be evidenced by a statement from such attor'ney 'issued to the 

87 licensee. 

88 h. Assign, sell or' transfer a secondary mortgage loan to a person 

89 other than ... ·a banking institution as defined in section 1 of P. L. 

89A 1948, c. 67 (C. 17 :9.1-1), association, as defined in section 5 of P. L. 

89B 1963, c.144 (C. 17:128-5}, or"'· another secondary mortgage loan 

890 licensee. 

90 i. Solicit business th1'01~gh any other person by paying, directly 

91 or indirectly, for stich business referred to the licensee by any such 

92 person. 

93 j. Solicit business, directly or indirectly, for any other licensee, 

94 lender, retail seller of personal property or services or for any 

95 other' person, whether in this or any other state.· 

96[1.] ·[e.]· ·k.· Advertise, cause to be advertised or otherwise 

97 solicit whether orally, in wrjting, by telecast, by broadcast or in any 

98 other manner: 

99 (1.) That he IS licensed by, or that his business is under the 

100 supervision of, the State of New .Jersey or the Department of 

101 Banking, except that a licensee may advertise that he is "licensed 

102 pursuant to the Secondary Mortgage Loan Act"; provided, how­

103 ever, that for the purpose of raising capital, no such advertisement 

104 shall be permitted if it is to be nse.d in connection with a public 

105 solicitation for such funds. 
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106 (2) Any name, address or telephone number other than the
 

107 licensee's own name, address and telephone number in this State.
 

108 (3) The word "bank" or any term inferring that the licensee is
 

109 or is associated with a bank.
 

110 (4) The amount of the interest to be charged, unless such charge
 

111 is also expressed as an annual percentage rate.
 

112 (5) Any statement or representation which is false, misleading
 

113 or deceptive and, provided further, a written or other visual adver­


114 tisement shall include the licensee's name, address and telephone
 

115 number in this State and the phrase "Secondary Mortgage Loans"
 

116 in 10-point bold type or larger.
 

1 5. Section 14 of P. L. 1970, c. 205 (C. 17 :l1A-47) is amended 

2 to read as follows: 

3 14. Every borrower shall have the right to be represented by 

4 . an attorney of his own choosing at the time a secondary mortgage
 

G .loan is closed and shall be advised of such right[, ill writing, at least
 

6 4 days prior to the execution of the secondary mortgage loan] "'in
 

7 -writing"'.
 

1 6. Section 16 of P. L. 1970, c. 205 (C. 17 :l1A-49) IS amended
 

2 to read as follows:
 

3 16. A borrower shall not be compelled to purchase credit life or
 

4 accident and health insurance in connection vlith a secondary mort·
 

5 gage loan. If, however, the borrower elects to obtain such insurance,
 

6 ·[he]· "'the borrowe~' or borrowers· shall, in a separate instrument,
 

7 consent thereto, in writing, and, provided further:
 

8 a. The insurance shall be obtained in accordance with «<[chapter
 

9 169, P. L. 1958]* ·the provisions of N. J. S. 17B :29-4·, and the
 

10 regulations promulgated by the commissioner pursuant thereto. 

11 ·[b. For the purpose of this section, the word "dehtor" as defined 

12 in chapter 169, P. L. 1958, means[, if more than one person is 

13 obligated for the payment of a secondary mortgage loan, the person 

14 whose signature appears on the first line provided for the signa­

15 tures of borrowers on a promissory note evidencing the borrower's 

16 indebtedness, said person to he the only perSOll for whom such 

17 insurance is obtained] all the persons obligated f01" the payment 

18 of a secondary mortgage loan.]* 

18A ·[c.]· ·b. '" The premium for any such insurance shall be deducted 

18B from the amount of the secondary mortgage loan requested hy the 

180 borrower. 

19 ·[d.]· ·c.· Nothing in this act or in any other law of this State 

20 shall prohibit a licensee or any employee, affiliate, subsidiary, or as­

21 sociate of said licensee, from collecting the premium or identifiable 

22cl).argeforinsurance permitted by this act and from receiving or 

_._~ ,~. v·~_ 
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23 retaining any dividend, or any other gain or advantage resulting 

24 from such insurance; subject, however, to the authority of the 

25 commissioner to promulgate such rules and regulations with regard 

26 to such dividend, gain or advantage as he may deem necessary, 

27 including the authority to reduce the rate of interest to be charged 

28 by a particular licensee to borrowers in consideration of the benefit 

29 to said licensee from such dividend, gain or advantage. 

1 7. Section 18 of P. L. 1970, c. 205 (C. 17 :l1A-51) is amended 

2 to read as follows: 

3 18. An instrument evidencing a secondary mortgage loan shall: 

4 a. Be in the form of a promissory note which shall be identifiable 

5 by the use of the words "Secondary Mortgage Loan" printed 

6 prominently, in 14-point bold type or larger, centered and at the 

7 top of the promissory note and, directly underneath, in 8-point bold 

8 type or larger, the statement, ",]~his promissory note is subject to 

9 the provisions of the Secondary Mortgage Loan Act." 

10 [b. Provide for the payment, in full, of the total amount of the 

11 secondary mortgage loan in substantially equal payment periods, 

12 measured in terms of weeks or months, and installment payment 

13 amounts, except that the initial payment period may be deferred 

14 for 60 days and, provided further, when appropriate for the pur­

15 pose of facilitating payment in accordance with the borrower's 

16 intermittent income, a promissory note may provide an installment 

17' schedule which reduces or omits payments over any period or 

18 periods of time during which period or periods the borrower's 

19 income is reduced or suspended, and the final installment may be 

20 $1.00 more or less than the amount of all other regular installment 

21 payments.] 

21A *b. Provide for the payment, in full, of the total amount of the 

21B secondary mortgage loan in substantially equal payment periods, 

21c measured in terms of weeks or months, and installment payment 

21D amounts, except that the initial payment period may be deferred 

21E for 60 days and, provided further, when appropriate for the pur­

21F pose of facilitating payment in accordance with the bMrower's 

21G intermittent income, a promissory note may provide an installment 

21H schedule which reduces or" omits payments over any period or 

21r periods of time during which period Qt. periods the borrower's 

21;r income is reduced or suspended, and the final installment may be 

21K $1.00 more or less than the amount of all other 'regular installment 

21L payments.... 

22 [c.] *[b.]* ·c." Contain the following notice printed prominently, 

23 in red, in the identical form indicated below, in lO-point bold type or 
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24 larger, directly above the space providf'd for the signature of the 

25 borrower. 

"NOTWE TO BonnowER 

26 Read this promissory note 1)e£ore you sign. 

27 Do not sign this promissory note if it contains blank spaces. 

28 This promissory note is secured by a seconaary mortgage on your 

29 real property." 

30 [d.] *[c.]* ·d.· Be completed in full before it is signed by the 

31 borrower. In the event that it is unnecessary to fill in a blank space 

32 provided for in any instrument, the figure -0- a dash, line or thfl 

33 word "none" shall be inserted in such blank space. 

1 *""[8. Section 19 of P. L. 1970, c. 205 (C. 17 :11A-52) is amended 

2 to read as follows: 

3 19. No writing of any kind executed in connection with u second­

4 ary mortgage loaD shall contain: 

5 a. An agreemellt whereby the horrower waIves any rights 

6 accruing to him under the provisions of this act or llny other law 

7 of this State. 

8 h. A power of attorney to confess judgment or any other power 

9 of attorney. 

10 c. An assignment of or order for the payment of any salary, 

11 wages, commissions or any other compensation for services, or any 

12 part thereof, earned or to be earned. 

13 d. An agreement to pay allY anlOunt other than the unpaid bal­

14 ance of the promissory note or any other charge authorizerl by 

15 this act, except a late charge ·for each installment period· of 

15A ·[not more than]· ·$5.00 or· 5% of each payment ·whichever is 

15B greater*. 

16 e. A provision relieving the licensee from liability for any claim, 

17 or from any legal remedy, which the borrower may have against 

18 said licensee under the terms of the promissory note. 

19 f. A provision whereby the borrower waives any right of action 

20 against the licensee, a subsequent holder or any person acting on 

21 the licensee's or holder's behalf for any illegal aet committea HI 

22 t.he collection of payments under the promissory note. 

23 g. An acceleration clause under which the unpaid balance of the 

24 promissory note not yet matured or any part thereof may be 

25 declared due and payable because the licensee or subsequent holder 

26 deems himself to be insecure.]** 

1 ·[9. Sections 15 and 25 of P. L. 1970, c. 205 (C. 17 :l1A-48 and
 

2 17 :l1A-58) are repealed.]·
 

1 ·[10.]* 9*[*9.·]" u8." This act shall take effect immediately.
 



11
 

3 19. No writing of any kind executed in connection with a second­

4 ary mortgage loan shall contain: 

5 a. An agreement whereby the borrower waIves any rights 

6 accruing to him under the provisions of this act or any other law 

7 of this State. 

8 b. A power of attorney to confess ,iudgment or any other power 

9 of attorney. 

10 c. An assignment of or order for the payment of any salary, 

11 wages, commissions or any other compensation for services, or any 

12 part thereof, earned or to be earned. 

13 d. An agreement to pay any amount other than the unpaid bal­

14 ance of the promissory note or any other charge authorized by 

15 this act, except a late charge at not mat'e than 50/0 of each payment. 

16 e. A provision relieving the licensee from liability for any claim, 

17 or from any legal remedy, which the borrower may have against 

18 said licensee under the terms of the promissory note. 

19 f. A provision whereby the borrower vmives any right of action 

20 against the licensee, a subsequent holder or any person acting on 

21 the licensee's or holder's behalf for any illegal act committed in 

22 the collection of payments under the promissory note. 

23 g. An acceleration clause under which the unpaid balance of the 

24 promissory note not yet matured or any part thereof may be 

25 declared due and payable because the licensee or subsequent holder 

26 deems himself to be insecure. 

1 9. Sections 15 and 25 of P. L. 1970, c. 205 (C. 17 :11A-48 and 

2 17 :11A-58) are repealed. 

1 10. This act shall take effect immediately. 

STATEMENT 

This bill would amend various sections of the "Secondary Mort­

gage Loan Act" to remove from secondary mortgage loan licensees 

certain restrictions on the conduct of their business which do not 

apply to banks or savings and loans, thus creating parity among 

these institutions. 

In addition, the bill would increase the interest rate ceiling for 

secondary mortgages from 18% to 2410. 

The bill redefines the word "debtor" to mean all persons obli­

gated for the payment of the secondary mortgage loan. 



ASSEMBLY BANKING AND INSURANCE COMMITTEE
 

SENATE, No. 1575 
with ASfiPll1hly cormnittee amelJonwnts 

STATE OF NEW JERSEY
 

DArL'l~D: FEBRUARY 9, 1981 

rr'his legi:slation makes a llUl1Jbel' of lllodifieatiotls to the "Secomlary 

Mortgage Loan Act." It would permit shan's of stock ill a cooperative 

corporatioll to be taken as secllrity for a st~colld mortgage loan, and 

would pel'lllit the ConunissiOJ18r of Banking' to ::-;et the maximum rate 

on such loans at 2L~%, instead of the presfmt 18J~. rrhe bill changes 

the requirement for th(> net worth of Hew licensees; the present require­

ment of a net worth of $;')0,000.00 v;ou1cl he changed to $100,000.00. 

The legislation eliminates the requinmwnt tlJat the receijlt Tf~quired 

for each loan payment contain the unpaid balance of the accollnt prior 

to and after the loan paymellt.A 11 documents connected with the mak­

ing of a secondary mortgage loan under the act would ue required to 

he executed in the office of the licensee with the exception of the appli­

cation for the loan. Th(, l'equirenwnt that the loan be cancelled by 

marking- the promissory liOt£' "paid in fuJI" or "cancelled" within a 

}0 day period is extendpd by tlw legislation to 15 days. rrhe hill elim­

inates the requirem('IJt that the hOlTower lwesent a statement by every 

other lienholder on the property to he mortgaged that they decline to 

make a loan in the desired amount. rrhe requirement that a secondary 

mortgage loan licensee advise the horrower of his right to be repre­

sented by an attorney of his OWll choice in the transaction 4 days prior 

to the execution of the loan is chmi nated in favor of a requirement that 

notification take place in writing at a time not specifie(l in the act. 

Credit life and credit health insurmlce would 1)e permitted to be pur­

chased by the bOlTO\vers at their option, pursuant to the provisions of 

N. J. S. 7B :29--4. 

As orig'inal1y drafted, the legislation was intended to liberalize the 

secondary nlOrtg:agc loan act to permit secondary mortp.·age loan li­

censees to make S8COIHI mortga,0,'e loans in tl18 same manner as deposi­

tory institutions. TIle' Senate LabOI", Ipdustry and Professions Com­

mittee, however, amended the legislation to restore some of the 

restrictions on seeondary mortgage loan lieellsees which had been 

imposed hy the lic~nsil1g statute, P. L. 1970, e. 205. 
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The Assembly Banking and Insurance Conmlittee has amended the 

bill to conform to the provisions of Assembly Bill No. 1768, which was 

previously released from committee. This amendment permits second­

ary mortgage loan licensees to sell their loans directly to depository 

institutions as well as to other secondary mortgage loan licensees. 1'his 

modification in the law is in recog11ition of existing practice and a court 

decision which permitted the purchase of such loans by depository 

institutions. 



SENATE LABOR, INDUSTRY AND
 
PROFESSIONS COMlVIITTEE
 

STATJ1JMgNT TO 

SENATE, No. 1575 
with Senate committee amendments 

STATE OF NEW JERSEY
 
DATgD: DECEMBgR 11, 1980 

This hill would amend various sections of the "Secondary Mortgage 

Loan Act" to remove from secondary mortgage loan licensees certain 

restrictions on the conduct of their business which do not apply to banks 

or savings and loans, thus creating parity among these institutions. 

In addition, the bill would increase the interest rate ceiling for 

secondary mortgages from 18% to 24%. 

The bill redefines the word "debtor" to mean all persons obligated 

for the payrnent of the secondary mortgage loan. 

Amendments would restore a number of sections of the Secondary 

Mortgage Loan Act to their original form. The definition of secondary 

mortgage loan is amended to allow for the use of shares of stock in a 

cooperative corporation as collateral. 

Secondary mortgage loan licensees licensed after the effective date 

of the act woulrl be required to maintain a net worth of $100,000.00 at 

all times; licensees licensed before the effective date of the aet could 

maintain the present $50,000.00 net worth. Licensees would no longer 

be required to inform the borrower, in writing, of the unpaid balance 

of the account before and after payment whenever a cash payment is 

made. 

The amendments would allow the licensee 15 rather than 10 days to 

return the borrower's promissory note marked "Paid in Full" or 

"Cancelled" when the secondary mortgage loan is paid or cancelled. 

The amendments would eliminate the 4-day time limit within 

which a secondary mortgage loan licensee must notify a borrower of 

his right to be represented by an attorney at the time the secondary 

mortgage loan is closed. 

The amendments would delete the present restriction which permits 

only one borrower to obtain credit life insurance in connection with a 

secondary mortgage loan. The intent is to permit the purchase of credit 

life insurance by borrowers in recognition of the fact that many second­

ary mortgage loans are made based on the income of more than one indi­

vidual in a household, and that the co-borrower is entitled to credit 

life insurance protection. 

A late charge for each installment period of $5.00 or 5% of the 

payment would be permitted. 



SENATE AMENDMENTS TO 

SENATE, No. 1575 
[OFFICIAL COpy REPRINT] 

STATE OF NEW JERSEY
 
ADOPTED JANUARY 22, 1981 

Amend page 12, section 8, lines 1-26, omit.
 

Amend page 12, section 9, line 1, omit "9. tI, insert" 8.".
 

STATEMENT 

This amendment is recommended by the Commissioner of Bank­

ing and would prohibit late charges on secondary mortgage loans. 



("I"'r-' IFHO:-l Jl1J.~ 

-...- - ~ ). ~ .. { - ,Hi: lE DIl\'i-'E ;, ,-' ~ .. _~ .i; J. \. 

Governor Byrne h uS SiCj.f1i-;d the follu',.;:\ 1'~CJ b:: ~_ L" : 

home loans and horne irnpJ:~ovei[[2nt loilns. 

"1 .__.. ~', ,,"\It is designed to extend to Statc-ch0~tercd ~- \_, ...... .:-­

benefits and powers similar to those enjoyed by fc~eral 2ssociatio~s a~d in 

part of a package of parity bills illude nccess<J.r~ bv the Federal D2pository 

Institutions Deregulation Act which significuntiy incre~scd the pD~ers o~ 

federally chartered savings and loan associatio~s. 

A-2119, also sponsored by AssemblylClcm BOrL~!2ir::er and also part oEthe 

parity legislation package. 

Act of 1960" to include sCi_vings banks and savi:r:c;:; and 10::1.n cl~;s()ciat.iolJs 

within the definition of 11 bcmking ins ti tution r II t.nus penTei tting these 

institutions to make retail installment loans u~dar the ~ct. 

S-1575, sponsored by SeD2-t-or Eugene Bc~dell (}~-i~o~lmcnlth) '\-ihich a,n2nds 

the "Secondary Hortgage l-_ct" by removing cert~iE restrict-.j o,',s .fro::-,) seco'idc<C:-y 

mortgage licensees. 

'fh2 bill changes the definition or the s2:':;'lriLy fcc 2'. S2;:;;:;:1(;' !";_)!:,rCF1(}C~ 

·to provicle ·thnt any rCul proporty or stock :u: ~, cO:::)?2:c:.~L-Lvc: (~orp~)1:.·.t·.icn l-:,.ay 

be used to secure a second mortgage. 

Act, only residential real estate may be usc~. 

mortga.ge must go to the firs t, 1(\ort~pgc~. 

mortguge licensee had to firs t. refer d borrC'.::::l.­ to t:oo fi):s'c n:)rtS.:lJC0 t 

\.;11.0 had the option of refinancing the: bcn:r()-.::~::.- rrl. r.her thclD nsin~1 scconde:t:cy 

mortgage financing. 

/.1 
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