
STATEMENTS OF POLICY
Title 4—ADMINISTRATION

PART II. EXECUTIVE BOARD
[ 4 PA. CODE CH. 9 ]

Reorganization of the State Police

The Executive Board approved a reorganization of the
State Police effective June 18, 2010.

The organization chart at 40 Pa.B. 3867 (July 10, 2010)
is published at the request of the Joint Committee on
Documents under 1 Pa. Code § 3.1(a)(9) (relating to con-
tents of code).

(Editor’s Note: The Joint Committee on Documents has
found organization charts to be general and permanent in
nature. This document meets the criteria of 45 Pa.C.S.
§ 702(7) (relating to contents of Pennsylvania Code) as a
document general and permanent in nature which shall
be codified in the Pennsylvania Code.)

[Pa.B. Doc. No. 10-1251. Filed for public inspection July 9, 2010, 9:00 a.m.]
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Title 10—BANKS
AND BANKING

DEPARTMENT OF BANKING
[ 10 PA. CODE CH. 47 ]

Mortgage Loan Modifications—Statement of Policy

The Department of Banking (Department) adds Chap-
ter 47 (relating to mortgage loan modifications—
statement of policy) under 7 Pa.C.S. § 6138(a)(4) (relating
to authority of department), section 12 of the Consumer
Discount Company Act (CDCA) (7 P. S. § 6212) and
section 202.D of the Department of Banking Code (71
P. S. § 733-202.D).

Purpose

The purpose of this statement of policy is to provide
guidance to licensees under 7 Pa.C.S. Chapter 61 (relat-
ing to Mortgage Licensing Act) (MLA) and the CDCA who
wish to engage in mortgage loan modification activities.
The events that have occurred in the mortgage industry
over the last several years have left many consumers
unable to pay their current mortgages. While some
consumers feel comfortable contacting their current mort-
gage servicer to modify the current repayment terms,
others have turned to third parties to negotiate on their
behalf. Many of the Department’s licensees have entered
this niche industry because they believe that the experi-
ence and expertise they have gained by brokering and
originating mortgage loans makes them qualified to nego-
tiate a mortgage loan modification on behalf of a con-
sumer. However, the mortgage loan modification process
is not the same as brokering or originating mortgage
loans. The guidance expressed in this statement of policy
should allow licensees to avoid placing consumers who
are struggling with their existing mortgage loans into
inappropriate mortgage loan modifications and protect
consumers in this Commonwealth from inexperienced and
unscrupulous companies.

Explanation of Regulatory Requirements

There are no new regulatory requirements as a result
of the issuance of this statement of policy.

Entities Affected

The statement of policy will affect existing licensees
and future licensees who perform mortgage loan modifica-
tions under the MLA and CDCA.

Cost and Paperwork Requirements

Additional costs will not be incurred by the Department
or licensees as a result of this statement of policy.

Effective Date/Sunset Date

The statement of policy is effective upon publication in
the Pennsylvania Bulletin. There is no sunset date.

Contact Person

Persons with questions regarding the statement of
policy should contact the Office of Chief Counsel, Depart-
ment of Banking, 17 North Second Street, Suite 1300,
Harrisburg, PA 17101-2290, (717) 787-1471.

STEVEN KAPLAN,
Secretary

(Editor’s Note: Title 10 of the Pa. Code is amended by
adding a statement of policy in §§ 47.1—47.6 to read as
set forth in Annex A.)

Fiscal Note: 3-49. No fiscal impact; (8) recommends
adoption.

Annex A

TITLE 10. BANKS AND BANKING

PART IV. BUREAU OF CONSUMER CREDIT
AGENCIES

CHAPTER 47. MORTGAGE LOAN
MODIFICATIONS—STATEMENT OF POLICY

Sec.
47.1. Definitions.
47.2. Purpose.
47.3. Provision of mortgage loan modification counseling to borrow-

ers.
47.4. Options other than licensee mortgage loan modification.
47.5. Improper activities regarding mortgage loan modifications.
47.6. Credit Services Act applicability to mortgage loan modifications.

§ 47.1. Definitions.

The following words and terms, when used in this
chapter, have the following meanings, unless the context
clearly indicates otherwise:

Acts—The MLA and the CDCA.

Advance fee—Any funds requested by or to be paid to a
licensee in advance of or during the processing of a
mortgage loan modification.

CDCA—The Consumer Discount Company Act (7 P. S.
§§ 6201—6221).

Government agency—A Federal, State or local govern-
ment agency, including the United States Department of
Housing and Urban Development and the Pennsylvania
Housing Finance Agency.

Licensee—A licensee under the MLA or CDCA or par-
tially exempt entity under the MLA.

MLA—The Mortgage Licensing Act (7 Pa.C.S. Chapter
61).

Mortgage broker—The term as defined in section 6102
of the MLA (relating to definitions).

Mortgage loan—The term as defined in section 6102 of
the MLA.

Mortgage loan modification—An agreement which re-
vises the terms of an existing mortgage loan, including an
agreement to reduce mortgage loan payment amounts,
balance or interest rate. A mortgage loan modification
may also include an agreement to waive any accrued or
prospective mortgage loan charges.

Mortgage originator—The term as defined in section
6102 of the MLA.

§ 47.2. Purpose.

This chapter provides guidance to licensees under the
acts who wish to engage in mortgage loan modification
activities. Many licensees have expressed a belief that
their experience and expertise in the business of originat-
ing mortgage loans equates to a similar expertise regard-
ing mortgage loan modifications. However, modifying a
mortgage loan is not the same as brokering or originating
a mortgage loan. A licensee experienced in making or
brokering loans may not have the necessary training or
experience related to mortgage loan modifications to
appropriately negotiate a mortgage loan modification on
behalf of a borrower. The guidance expressed in this
chapter should allow licensees to avoid placing borrowers
who are struggling with their existing mortgage loans
into inappropriate mortgage loan modifications.
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§ 47.3. Provision of mortgage loan modification
counseling to borrowers.

A licensee who wishes to provide mortgage loan modifi-
cations for mortgage loans other than those held or
serviced by the licensee should do one of the following:

(1) Be approved as a counselor by a government agency
or employed by a counselor approved by a government
agency and follow the rules, regulations, policies and
guidelines of the approving government agency.

(2) Verify and document that the borrower has received
counseling regarding mortgage loan modifications from a
counselor approved by a government agency.

§ 47.4. Options other than licensee mortgage loan
modification.

Prior to contracting with a borrower to perform a
mortgage loan modification, a licensee should inform the
borrower of other appropriate options to resolve a delin-
quent mortgage loan, which may include:

(1) Repayment of the mortgage loan according to the
contracted terms.

(2) A self-negotiated mortgage loan modification.

(3) Sale of the property which is collateral for the
mortgage loan.

(4) Filing for personal bankruptcy.

§ 47.5. Improper activities regarding mortgage loan
modifications.

A licensee providing mortgage loan modifications should
not:

(1) Provide mortgage loan modifications for mortgage
loans other than those held or serviced by the licensee in
a manner inconsistent with § 47.3 (relating to provision
of mortgage loan modification counseling to borrowers).

(2) Advise, encourage or permit a borrower to stop or
delay making regularly scheduled payments on an exist-
ing mortgage loan unless a mortgage loan modification is
completely negotiated and executed with the holder or
servicer of the borrower’s mortgage loan and the mort-
gage loan modification provides for such a cessation or
delay in making regularly scheduled payments on the
existing mortgage loan.

(3) Accept, hold or transmit any money unless the
licensee is operating in compliance with Federal and
State law, including the Debt Management Services Act
(63 P. S. §§ 2401—2449) and the Money Transmission
Business Licensing Law (7 P. S. §§ 6101—6118).

(4) Charge advance fees to a borrower for a mortgage
loan modification.

(5) Attempt to negotiate or contract with a borrower for
a mortgage loan modification which the licensee knows or
has reason to believe the borrower will not be able to
afford.

(6) Enter into any contract or agreement to purchase a
borrower’s property.

(7) Accept a power of attorney to represent a borrower
or represent that the licensee has a power of attorney for
a borrower.

(8) Fail in a timely manner to:

(i) Communicate with or on behalf of a borrower.

(ii) Act on any reasonable request from or take any
reasonable action on behalf of a borrower.

(9) Engage in false or misleading advertising. Ex-
amples of false or misleading advertising include:

(i) Advertising which makes it appear that the licensee
is a government agency.

(ii) Advertising which includes a ‘‘guarantee’’ unless
there is a bona fide guarantee which will benefit a
borrower.

(iii) Advertising which makes it appear that a licensee
has a special relationship with lenders when no such
relationship exists.

(10) Make a statement or engage in an action which is
false, misleading, deceptive or inappropriate. Examples of
false, misleading, deceptive or inappropriate statements
or actions include:

(i) Leading a borrower to believe that payments do not
need to be made on the borrower’s existing mortgage
loan.

(ii) Encouraging or directing a borrower not to commu-
nicate with the holder or servicer of the borrower’s
mortgage loan.

(iii) Leading a borrower to believe that a mortgage loan
modification can be negotiated on behalf of the borrower
when the licensee has reason to believe that a mortgage
loan modification cannot be negotiated on behalf of the
borrower.

(iv) Leading a borrower to believe that the borrower’s
credit record will not be negatively affected by a mortgage
loan modification when the licensee has reason to believe
that the borrower’s credit record may be negatively
affected by the mortgage loan modification.

§ 47.6. Credit Services Act applicability to mort-
gage loan modifications.

A mortgage broker or mortgage originator providing
mortgage loan modifications may be considered to be a
‘‘credit services organization’’ as that term is defined in
section 2 of the Credit Services Act (73 P. S. § 2182). As
such, a mortgage broker or mortgage originator providing
mortgage loan modifications should carefully review the
Credit Services Act (73 P. S. §§ 2181—2192) and, when
appropriate, contact the Pennsylvania Office of Attorney
General regarding the Credit Services Act’s applicability
to mortgage loan modifications.

[Pa.B. Doc. No. 10-1252. Filed for public inspection July 9, 2010, 9:00 a.m.]

DEPARTMENT OF BANKING
[ 10 PA. CODE CH. 49 ]

Reverse Mortgages—Statement of Policy

The Department of Banking (Department) adds Chap-
ter 49 (relating to reverse mortgages—statement of
policy) under 7 Pa.C.S. § 6138(a)(4) (relating to authority
of department), section 12 of the Consumer Discount
Company Act (CDCA) (7 P. S. § 6212) and section 202.D
of the Department of Banking Code (71 P. S. § 733-
202.D).

Purpose

The purpose of this statement of policy is to provide
guidance to licensees regarding the Department’s inter-
pretation of the proper conduct of making, originating or
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servicing reverse mortgage loans and to inform licensees
of the proper use of, and risks associated with, reverse
mortgage loans.
Explanation of Regulatory Requirements

There are no new regulatory requirements as a result
of this policy statement.
Entities Affected

The statement of policy affects existing licensees and
new licensees under 7 Pa.C.S. Chapter 61 (relating to
Mortgage Licensing Act) and the CDCA that make,
originate or service reverse mortgage loans.
Costs and Paperwork Requirements

Additional costs will not be incurred by the Department
or licensees as a result of this statement of policy.
Effectiveness/Sunset Date

The statement of policy is effective upon publication in
the Pennsylvania Bulletin. There is no sunset date.

Contact Person

Persons with questions regarding the statement of
policy should contact the Office of Chief Counsel, Depart-
ment of Banking, 17 North Second Street, Suite 1300,
Harrisburg, PA 17101-2290, (717) 787-1471.

STEVEN KAPLAN,
Secretary

(Editor’s Note: Title 10 of the Pa. Code is amended by
adding a statement of policy in §§ 49.1—49.3 to read as
set forth in Annex A.)

Fiscal Note: 3-48. No fiscal impact; (8) recommends
adoption.

Annex A

TITLE 10. BANKS AND BANKING

PART IV. BUREAU OF
CONSUMER CREDIT AGENCIES

CHAPTER 49. REVERSE
MORTGAGES—STATEMENT OF POLICY

Sec.
49.1. Definitions.
49.2. Purpose.
49.3. Reverse mortgage practices.

§ 49.1. Definitions.

Applicant—A person who submits an application for a
reverse mortgage loan.

CDCA—The Consumer Discount Company Act (7 P. S.
§§ 6201—6219).

Disbursements—Disbursements made by a licensee or
assignee at or after the closing of a mortgage loan,
including advances made on a reverse mortgage line of
credit, regularly scheduled payments under a reverse
mortgage loan and advances used to pay property
charges.

FHA—The Federal Housing Administration.

HUD—The United States Department of Housing and
Urban Development.

Hazard insurance—Insurance that covers property
damage caused by fire, wind, storms and other similar
risks.

Insured reverse mortgage loan—A reverse mortgage
loan insured by the Federal government or agency or
instrumentality thereof.

Licensee—A licensee under the MLA or CDCA or
partially-exempt entity under the MLA.

MLA—The Mortgage Licensing Act (7 Pa.C.S. Chapter
61).

Maturity of a reverse mortgage loan—The date on which
full repayment of the reverse mortgage loan is due.

Mortgage loan—A mortgage loan as defined in section
6102 of the MLA (relating to definitions) or a loan
involving a mortgage made by a licensee under the
CDCA, or both, as the context may require.

Mortgage originator—A mortgage originator as defined
in section 6102 of the MLA.

Net worth—Assets less liabilities and assets unaccept-
able to HUD for purposes of complying with 24 CFR
202.5(n) or 202.8(b)(1) (relating to general approval stan-
dards; and loan correspondent lenders and mortgagees),
as applicable.

Person—A person as defined in section 6102 of the MLA
and section 2 of the CDCA (7 P. S. § 6202), as applicable.

Property charge set aside account—Funds set aside by
the borrower to pay for property charges.

Property charges—Property taxes, hazard insurance
and other charges required by the lender to be paid by
the borrower.

Property taxes—The taxes assessed, or a reasonable
estimate of the taxes to be assessed, on the property
being mortgaged based upon the assessed value of the
property and any improvements thereon.

Proprietary reverse mortgage lender—A licensee which
makes proprietary reverse mortgage loans.

Proprietary reverse mortgage loan—A reverse mortgage
loan that is not an insured reverse mortgage loan or
single-purpose reverse mortgage loan.

Reverse mortgage loan—A mortgage loan that is a
reverse mortgage transaction as defined in 12 CFR
226.33(a) (relating to requirements for reverse mort-
gages).

Service or servicing—Remitting payments to borrowers,
or collecting or remitting payments for another of princi-
pal, interest, taxes, insurance and any other payments
pursuant to a mortgage loan.

Single-purpose reverse mortgage loans—Reverse mort-
gage loans which are made by state or local governments
or nonprofit organizations where the loan proceeds are to
be used for a specified purpose.

Tenure reverse mortgage loan—A reverse mortgage loan
where advances are made to the borrower for a period of
time until the maturity of the reverse mortgage loan.

Term reverse mortgage loan—A reverse mortgage loan
where advances are made to the borrower for a specified
period of time.
§ 49.2. Purpose.

(a) This chapter provides guidance to licensees regard-
ing the Department’s interpretation of the proper conduct
of making, originating or servicing reverse mortgage
loans and to inform licensees of the proper use of, and
risks associated with, reverse mortgage loans. Reverse
mortgage loans can present eligible homeowners with
unique benefits not available through standard mortgage
loans. Because of this, the Department believes that
reverse mortgage loans will become more available and
widely offered to consumers in this Commonwealth. How-
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ever, with these benefits also come unique risks to the
homeowners. The vast majority of reverse mortgage loans
that are marketed in this Commonwealth are to consum-
ers who are 62 years of age or older, primarily because
the Federally-insured reverse mortgage loan program
prohibits the making of reverse mortgage loans to borrow-
ers who are under 62 years of age. Because of the
demographic to which most reverse mortgage loans are
marketed, the Department is concerned about the poten-
tial for older consumers in this Commonwealth to be
victimized by either bad advice or outright fraud. Fur-
thermore, the Department is concerned that as reverse
mortgage loans become more available, licensees may not
be fully cognizant of the propriety of, and the necessary
business practices required to limit risks to consumers in
this Commonwealth who use, reverse mortgage loans.

(b) Most reverse mortgage lenders offer insured reverse
mortgage loans and must adhere to well-established
Federal standards set through the FHA’s reverse mort-
gage loan insurance program, including consumer coun-
seling. However, proprietary reverse mortgage loans are
not insured by the Federal government and are not
required to follow the standards and requirements man-
dated by the FHA to obtain Federal insurance. Therefore,
proprietary reverse mortgage loans present certain finan-
cial risks that are not present with an insured reverse
mortgage loan. For example, in the event that a propri-
etary reverse mortgage lender were to fail or become
unable to service its proprietary reverse mortgage loans,
borrowers’ anticipated income streams could be disrupted
or eliminated causing unexpected and severe financial
hardship to the borrowers. Additionally, a risk facing
proprietary reverse mortgage lenders is a decline in the
market value of a property serving as collateral to a level
that is less than the value of the proprietary reverse
mortgage loan. While FHA insurance provides lenders of
insured reverse mortgage loans with protection against
this risk, proprietary reverse mortgage lenders would
have no similar protection.

§ 49.3. Reverse mortgage practices.

(a) Financial strength.

(1) A licensee lender should not offer reverse mortgage
loans unless it has the financial ability to make disburse-
ments and service the reverse mortgage loans as re-
quired. By their nature, reverse mortgage loans present
risks to licensee lenders and borrowers that are unique to
the reverse mortgage industry. Unlike standard mortgage
loans, reverse mortgage loans create a stream of pay-
ments to the borrower that the borrower relies on to pay
other obligations and may require extended periods of
cash outlay with no cash return for licensees. Reverse
mortgage loans also present ‘‘crossover risk,’’ when the
outstanding balance of the loan exceeds the value of the
property held as collateral. In those cases, proprietary
reverse mortgage loans do not have Federal insurance to
protect lenders against the risk of not being able to
recover the value of their reverse mortgage loan at
maturity. The risks endanger the financial solvency of the
licensee and disbursements to borrowers. Therefore, a
licensee’s financial strength and solvency is both a matter
of concern to the licensee and the borrower.

(2) If a licensee knows or suspects that its financial
situation or ability to service disbursements is at risk, the
licensee should notify the Department immediately to
discuss possible solutions that will protect consumers as
well as the financial health of the licensee. To evaluate
whether a licensee lender has sufficient financial capabil-
ity to offer reverse mortgage loans, the Department will

review the overall financial condition of the licensee and
in particular, the ability to make disbursements and
service its reverse mortgage loan portfolio. For example,
although a mortgage lender licensee under the MLA is
required to have a minimum net worth of $250,000, the
Department believes that it may be necessary for such a
licensee who makes reverse mortgage loans to take
additional precautions to ensure that it has the ability to
make disbursements and service its reverse mortgage
loans. Additional precautions could include additional
capital and funding sources. The Department will review
a licensee’s capital, liquidity and other factors, such as
the licensee’s business model and available financial
resources to replenish capital, that affect the licensee’s
ability to service its reverse mortgage loans, particularly
with respect to licensees that make or service proprietary
reverse mortgage loans. Proprietary reverse mortgage
loan lenders should also seek measures that act as
insurance against crossover risk. The measures could
include obtaining private insurance products to mitigate
the risk.

(b) Reverse mortgage loan agreements.

(1) A licensee lender that makes proprietary reverse
mortgage loans should consider the negative effects on
borrowers if the licensee fails to make disbursements and
service the loans. A licensee should consider inserting
consumer protections in its reverse mortgage loan agree-
ments that would allow borrowers to be released from
their reverse mortgage loan obligations if the licensee or
any assignee should fail to make disbursements or service
the reverse mortgage loan. Additionally, a licensee should
provide procedures for the release or satisfaction of liens
on collateral in the event that a licensee or assignee is
unable to make required disbursements, so that affected
borrowers may obtain other financing. Lastly, a licensee
should consider protections for borrowers such as not
including in reverse mortgage loan agreements provisions
which would allow a licensee or an assignee to discon-
tinue disbursements or otherwise alter the terms of the
reverse mortgage loan agreement because of the declining
equity in a borrower’s collateral.

(2) In the event that property charges are not escrowed
as part of a reverse mortgage loan, and a borrower fails
to pay the property charges as agreed, a licensee lender
should consider and discuss with the borrower any avail-
able options the borrower may have to cure the default
prior to foreclosing and explore alternatives to foreclosure
to permit the borrower to remain in the property.

(c) Reverse mortgage loan origination. When offering
reverse mortgage loans, a licensee should:

(1) Ensure that the licensee’s mortgage originators
offering reverse mortgage loans are knowledgeable about
reverse mortgage loans in general and, specifically, with
the reverse mortgage loans they are offering to appli-
cants.

(2) Ensure that an applicant understands that the
applicant’s family or other beneficiaries may not inherit
the property serving as collateral at the time of the
applicant’s death unless the reverse mortgage loan is paid
in full.

(3) Encourage an applicant to discuss a proposed re-
verse mortgage loan transaction with the applicant’s
family members or beneficiaries.

(4) Require a reverse mortgage loan applicant to seek
counseling from a HUD-approved reverse mortgage loan
counselor.
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(5) Discuss with a reverse mortgage loan applicant
alternatives to a reverse mortgage loan that may serve an
applicant’s needs and goals.

(6) Under subsection (f), consider an applicant’s cir-
cumstances and offer the reverse mortgage loan available
to the licensee that best meets the applicant’s needs and
goals.

(7) For a term reverse mortgage loan, consider the
projected financial condition of the applicant once the
time period for making loan advances has expired and
disclose to the applicant the adverse implications of a
term reverse mortgage loan if the applicant does not have
alternate sources of funds to meet the applicant’s finan-
cial needs following the lapse of advances under a term
reverse mortgage loan.

(8) If available, consider whether establishing an es-
crow account for property charges is appropriate for the
applicant and, if such an option is not available, discuss
with the applicant the utility of establishing a property
charge set aside account.

(9) Limit fees and charges to what is reasonable for the
reverse mortgage loan. For proprietary reverse mortgage
loans, the permissible fees and costs on insured reverse
mortgage loans should be considered a guide as to what is
reasonable.

(10) When offering a proprietary reverse mortgage
loan, confirm that the applicant understands that the
reverse mortgage loan being offered is not a government-
sponsored or insured reverse mortgage loan and explain
the differences between a proprietary reverse mortgage
loan and government-sponsored or insured reverse mort-
gage loan.

(11) Disclose and ensure that the applicant under-
stands the amount of, and service provided for, each fee
and charge imposed in connection with a reverse mort-
gage loan.

(d) Nonborrower spouse. A licensee is strongly cau-
tioned to consider the appropriateness of, and fully
disclose the possible consequences of, a reverse mortgage
loan for a nonborrower spouse living in the mortgaged
property. Consequences include the nonborrower spouse
being unable to keep the property if the applicant ceases
to live in the property because of the applicant’s death or
other circumstances which cause the applicant to vacate
the premises.

(e) Conflicts of interest. A licensee should not:
(1) Offer ancillary or third-party products or services

funded by the proceeds of a reverse mortgage loan if the
licensee or an affiliated person would receive a financial
benefit from the proceeds or services, excluding affiliated
business arrangements as provided for and in accordance
with 24 CFR 3500.15 (relating to affiliated business
arrangements).

(2) Offer, solicit or make a reverse mortgage loan for
the purpose of financing the sale of a product or service
by the licensee or any affiliated person.

(3) Accept or receive any fee, compensation or other
benefit for referring applicants to other individuals or
entities for the purpose of applicants obtaining products
or services to be financed with the reverse mortgage loan
proceeds.

(f) Unsuitability. A licensee should not offer reverse
mortgage loans that the licensee knows, or reasonably
should have known, is unsuitable for, or contrary to the
wishes or expectation of, an applicant. A licensee should
ask an applicant about the purpose for the proposed
reverse mortgage loan and, if the reverse mortgage loan
is unsuitable for the applicant, should fully disclose to the
applicant why the reverse mortgage loan is not suitable.
Examples of circumstances which might indicate that an
offered reverse mortgage loan is unsuitable include re-
verse mortgage loans when the applicant:

(1) Does not intend to reside in the property on a long
term basis.

(2) Does not want nonborrower residents of the prop-
erty to be displaced at the maturity of the loan because
they will not be able to pay off the reverse mortgage loan.

(3) Will use the proceeds of the reverse mortgage loan
to purchase a product, such as annuities or other invest-
ments, which are not appropriate for the borrower.

(4) Does not understand the terms and conditions of a
reverse mortgage loan or what happens to the collateral
when the reverse mortgage loan matures.

(5) Would receive disbursements from the reverse mort-
gage loan that are insufficient to meet the applicant’s
stated needs or is not enough to justify the initial cost of
a reverse mortgage loan.

(g) Servicing. Licensee lenders should perform their
servicing obligation in a timely manner and in accordance
with agreements with borrowers.

(h) Mental capacity. A licensee should take steps to
confirm the applicant understands the reverse mortgage
loan transaction. When a licensee has reason or should
have reason to believe that an applicant is not able to
understand or comprehend a reverse mortgage loan trans-
action due to reduced or diminished mental capacity, a
licensee should take steps to determine if the consumer
has the ability to understand the transaction. These steps
should be documented by the licensee and could include
asking appropriate additional questions, contacting appro-
priate family members or a known guardian, or request-
ing a physician’s note. If the licensee concludes that the
customer is unable to understand the transaction due to
diminished or reduced mental capacity, the licensee
should not proceed with offering or making a reverse
mortgage loan.

(i) Powers of attorney. When a person seeks to enter
into a reverse mortgage loan transaction on behalf of an
applicant pursuant to a power of attorney or other similar
document, the licensee should not continue with the loan
transaction without obtaining and reviewing the docu-
ments granting the power of attorney and confirming that
the power of attorney documents are current and author-
ize the applicant’s representative to enter into and con-
summate the proposed reverse mortgage loan. In those
cases, licensees should recommend that the person acting
with the power of attorney consult with the family
members, if any, of the applicant regarding the conse-
quences of a reverse mortgage loan, including the possible
loss of the collateral.

[Pa.B. Doc. No. 10-1253. Filed for public inspection July 9, 2010, 9:00 a.m.]
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