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No. 2006-3

AN ACT
HB 1826

Amending Title 68 (Realand PersonalProperty)of thePennsylvaniaConsolidated
Statutes,further providing for escrowof depositsor postingof surety bondor
letterofcredit.

The GeneralAssembly of the Commonwealthof Pennsylvaniahereby
enactsas follows:

Section 1. Section 5408 of Title 68 of the PennsylvaniaConsolidated
Statutesis amendedto read:
§ 5408. Escrowof deposits.

(a) Generalrule.—Any deposit(whichshall not includeanyinstallment
paymentunderan installmentsalescontractnor a paymentspeciflca1iy~stated
in a salescontractto be in paymentof or on accountof extras,changesor
customwork) madein connectionwith the purchaseor reservationof a unit
from a declarantshall be placedin escrow andheld in this Commonwealth
by a licensedreal estatebroker, an attorneyadmitted to practicein this
Commonwealth,a financialinstitution or a licensedtitle insurancecompany
in anaccountor in the form of a certificateof depositdesignatedsolely for
that purposewith a financial institution whose accountsare insuredby a
governmentalagencyor instrumentalityuntil:

(1) deliveredto the declarantat closingor, in the caseof thesaleof a
unit pursuantto an installmentsalescontract,upon the expirationof 30
daysfrom thedateof occupancyoftheunit;

(2) deliveredto thedeclarantbecauseof purchaser’sdefaultundera
contractto purchasethe unit; or

(3) refundedto thepurchaser.
(b) Useof bond or letter of credit.—In lieu of escrowingdepositsin

accordancewith subsection(a), a declarantmay:
(1) obtain andmaintain a corporatesuretybondissuedby a surety

authorized to do business in this Commonwealth,and in which the
declaranthas no direct or indirect ownershipinterest, in theform and
in theamountsetforth in subsection(d); or

(2) obtain andmaintain an irrevocable letter of credit issuedby a
financial institution whose accountsare insured by a governmental
agencyor instrumentality, and in which the declaranthasno direct or
indirect ownershipinterest, in theform and in the amount setforth in
subsection(d).
(c) Timing.—A corporate surety bond or irrevocable letter of credit

obtainedpursuant to subsection(b) shall be maintaineduntil all deposits
receivedby the declarant have been depositedin escrow or properly
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creditedor refundedto a purchaserunder the conditionsenumeratedin
subsection(a).

(d) Form andamountofbondor letter ofcrediL—
(1) A bondobtainedpursuantto subsection(b)(1) shallbepayableto

the Commonwealthfor useandbenefitofeverypersonprotectedby the
provisionsofthis section.Thedeclarantshall depositthe bondwith the
Attorney GeneraL The bondshall be a blanketbond in the minimum
amountof$1,000,000,in aformacceptableto theAttorneyGeneraL

(2) A letter of credit obtainedpursuantto subsection(b)(2) shall be
payableto the Commonwealthfor the use andbenefitofeveryperson
protectedby theprovisionsof this section.The declarantshall deposit
the letter ofcredit with theAttorney GeneraL The letter ofcredit shall
be a blanket letter of credit, in a form acceptableto the Attorney
Genera4in theminimumamountof$1,000,000.
(e) AdjustmentofbondamounL—TheAttorneyGeneralmayannually

adjusttheamountofthe requiredbond,basedupon thecumulativechange
in the Consumer Price Index for All Urban Consumersfor the
Pennsylvania,NewJersey,DelawareandMaryland area, using2004 as
the baseyear.An adjustmentshall beeffective60 daysafterpublicationin
thePennsylvaniaBulletinofnoticeoftheadjustmenL

Section2. Thisact shalltakeeffectin 60 days.

APPROVED—The6thdayof January,A.D. 2006.

EDWARD G. RENDELL


