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COMMONWEALTI-I O F  PENNSYLYANIA : Docket No. : f 0 b \bb  (ENF-CAO) 
DEPARTMENT OF BANICING, BUREAU 
OF COMPLIANCE, INVEST1 GATION 
AND LICENSING, 

CONSENT AGREEMENT AND ORDER 

The Con~~noiiwealth of Pennsylvania, acting througli the Department of Banlcing (the 

"Depart~iie~~t"), Bureau of Conlpliance, Investigation and Licensing (the "Bureau"), has 

conducted an investigation into the business practices cr" Charter Homes & Neigl~borl~oods 

("Charter Honies") and its oEcers? e l ~ ~ p l o y e ~ s  and directors. Based on the results of the review: 

the Bureau believes that Charter Hollies operated in violation of the Mortgage Licensing Act, 7 

Pa. C.S. 5 G l O l  et, seq. The pal-ties to t11e above captioned matter, in lieu of litigation, hereby 

slip~~late that the following statements are true and correct in the settlement of the above- 

captioiled matter and, intending to be legally bound, hereby agree to the temis of this Consent 

Agreement and Order (the "Order"). 

1. ?'lie Department, is the Common~~ealth of Pennsylvania's administrative agency 
\ 

autholized and empowe~~ecl to administer and enforce the Mortgage Licensing Act and the Propel- 

Conduct of Lending aiid Brolce~~iiig in the Mortgage Loau Business regulation (the "Proper 

Conduct Regi~lation"), 10  Pa. Code $ 46. I e t a .  



2. Tlle Bureau is pr in~a~i ly  respoilsible for administering and enforcing the Mortgage 

Licensing Act and the Proper Conduct Regulation for the Department. 

3. The Mortgage Licensing Act amended the Mortgage Act on August 5, 2009. See 

7 1%. C.S. $ 6103 el g., aniended by Act 3 1 of 2009, I-I.B. 1654 (P.N. 2448). 

4. Charles Homes is a Pennsylvania l~omebuilder located at 1190 Dillenrille road, 

Lnncaster, PA 17601. 

5.  Charter I-Iomes is not c u ~ ~ e n t l y  licensed by the Department. 

Advertising 

6. The investigation revealed that Charter Homes engaged in a multi-media 

marketing campaign, including, but not limited to, billboards, newspapers, mailers and its 

website, ~rww.cl~arte~.hornes.co~~~ (the "Website"), in which Charter Homes advertised mortgage 

loan interest rates for tlie purchase of new homes for sale wit11 Charter I-Iomes. 

7. For esample, tlie Website contained a banner (the "Banner") that included the 

followi~lg language: "2.99%: Don't wait, Rate ends Feb 28." 

S, Upon clicliing on the Banner tlie follo\ving language appeared: "Better homes, 

better neigliboslioods, and 0~11. exclusive 2.99% interest rate make today the best t i ~ n e  to buy a 

Clial-ter home," 

9. Section 61 02 of tlie Mortgage ~ i c e n s i l i ~  Act: de.fines "mortgage loan busi~~ess" as 

"[/]he b~uities.~ of nclvei.,i,si17g, cctl,sing fo be ahjer.ti,sed, solici ling, negotiating or. arranging in 

111e ordinary course of business or offering to make or malcing mortgage loans." (cn~pltcrsis 

oclderl) 7 Pa. C.S, $ 6102. 

10. Section 6102 of the Mortgage Licensing Act defines a "mortgage loan" as "[a] 

iirst or secondar)f mortgage loan, or both, as the context may require." 7 Pa. C,S. $ G I  03. 



11. Section 61 1 1  (a) of the Mortgage Licensing Act provides Lhal ". . . no person sliall 

engage in [he mortgage loan business in illis Comnionwealtli without being licensed as a 

mortgage brolcer, mortgage lender, mortgage loan cor-respondent or mortgage originator as 

provided undel-this chapter. . . ." 7 Pa. C,S. $ 61 1 1  (a ) .  

12. By advertising ratcs and telnls on various media outlets Charter Ho~iies was 

engaged in tlic mortgage loan business as defined by the Mortgage Licensing Act. 

13. Cliartcr I-iomes does not meet any of the exceptions to licensure in Sections 

G 1 1  l(b) and 61 12 of t l~e  Mortgage Licensing Act. See 7 Pa. C.S. 5 61 I I@), 61 12. 

14. Clzarter Holnes disclosed to tlie Bureau that tlie marketing canipaign was running 

tl~rougli February 28,201 0. 

Remlation Z 

15. Chafler Homes disclosed to tlie Bureau tliat tile advertised rates were for at] 

adjustable rate morlgage whereby the mortgage interest rate illcreases tlirougllout the first three 

years and is then fised for tlie ren~aining tell11 of the mortgage loa11. 

16. Charter I-lomes did not disclose the annual percentage rate on the advertisements. 

17. Federal Reserve Regulation Z, Tl-utll-in-Lending, ("Regulation Z") states iL[i]f an 

ad\~e~-tisei~ient states a rate of finance charge, it sliall state tlie rate as an "aniruai pe~~centage rate," 

using that tern. If the annual percentage rate may be increased after consummation, the 

advertisement sliall state tliat hct.  . . . If an advertiselne~lt is for credit secured by a dwelling, t l ~ e  

ad\lestise~iient sliall iiot stale any other rate, except tliat a simple annual rate that is applied LO an 

unpaid balance may be stated in colijunction with, but not morc conspicuously tl~an, tlie annual 

percentage rate." 12 CFR 226.24(c). 



17. Charter I-lomes did not disclose the ternls of the mortgage loan in accordance with 

Reguiation Z by failing to disclose the adjuslable rate feature of the mortgage loan and failing to 

disclose tlie annual percentage rate as conspicuously as the advertised rate. 

18. Section 4G.2(a) of tlle Proper Conduct Regulatio~i provides that "a licensee may 

not engage i n  false or ~iiisleading advertising." 10 Pa. Code $ 46.2(a). 

19. A ~'iolation ofthe ~ r o ~ e r  Conduet Regulation is a violation of the Mortgage 

Licensing Act. See 10 Pa. Code $ 46.3(a). 

20. By failing to disclose that the mortgage loan rate was adjustable Charter 1-Iomes 

lias cngagcd in misleading ad\/eltising. 

A~~ t l~o l ih l  of the Department 

21. Section 613S(a)(4) of tlie Mortgage Licensing Act provides tlie Departlnenr with 

authority to issue orders as lnay be ilecessary for tlie proper conduct of the mortgage loan 

business and for the enf01-cement of the h4orlgage Licensing Act. 7 Pa. C.S. $ 6138(a)(4). 

22. Section 6140(a) of the Mort~age Lice~ising Act provides, in relevant part, tha?: "[a] 

person subject to the provisiolls of this chapter and not licensed by llle deparlment cvho violates 

any provision of' this cllapler or \vho coniniits any action which would subject a license to 

suspension, revocatio~l or nonrene\val under section 6139 (relating to suspension, rcvocalion or 

refusal) may he fined by the deparlllient up to $10,000 for each offense." 7 Pa. C.S. $ 6140(a). 

IrLOEATIONS 

23, Chartel. Hoii~es has violated the MorLgage Licensing Act by engaging in t11e loan 

business ill Pemisylvania without a license 

24. Charter I-lomes llas violated tlie Mortgage Licensing Act by engaging in 

misleading advertising. 



25.  Cliai-ter Homes could be in violation of  Regulation Z by fhiling to properly 

disclose (lie rates and tel-nls of morl.gage loans in the advertising campaign, 

RELIEF 

36, Corrective Action. Upon the Effective Date of this Order, Charter I-Iomes agrees 

to cease ellgaging in tlle mortgage loan business as defined by (lie ~ o r t g ' a g e  Licensing Act, 

including, but not lin~ited to, advertisil~g rates and t e m ~ s  of mortgages, until such time that 

Charter Homes is licensed by tlie Depart~llent or qualifies for an esen~ption 'from t'he licensing 

requireriwts of the MortgageLiceilsillg Act or any successor statute. 

27. Fine. Upon the Effective Date of this Order, Charter I-Tomes shall pay the 

Department a fine, in the aiuount of twenty thousand dollars ($20,000) payable in eight (8) 

payne~lts of 52,500. The firs[ payllenl sl~all be due and payable wifliii~ tllisiy (30) days of tlle 

Effective Date of this Order and additioilal payments shall be due every thirty (30) days 

tlieseaf er  until Bie fine is paid in ,full. Tile fine paynients shall be remitted by a company check, 

cel-tified cliec,lc or money order made payable to the "D'epal-tment of Banking'! and forwarded to 

the following: Deparlnient of Banldng, Burea~l of Compliance, Is~vestigation and Licensing, 17 

Nordl Second Street, Suite 1300,, Harrisburg, PA 17101. 

FURTILER PROVISIONS 

28. Consent. Charles Ho~ues hereby lcnowingly, \~rillingly, voluntarily and 

inevocably consents to tlie entry of this Osdei. pursuant to the 13ureau's order authority un.der tlie 

Mortgage Licensing Act and agrees that it understands all of tlie tesn~s and conditions conlained 

thereill. Charter I-Iomes, by vol~mtarily entering into this Order, waives any right to a hearing or 

appeal cancel-11ing [he temis, conditions and/or.penalties set fort11 in this Ordes. 



29. Publication. The Deparhnent will publish this Order pursuant to its authority in 

Section 302.A.(5) o r  the Deparhllent oCBanlcing Code. 71 P.S, $ 733-302.A.(5). 

30. Entire Ameernent. This Order contains the whole agreement between the parties. 

There a1.e 110 othel ter~ns, obligations, co\lenants, representations, statements, co~~dit ions,  or 

othe~-ivise, of any l c i ~ ~ d  whatsoever concerning this Order. This Order may be amended in 

wri ting by mut~ial agreement by the Bureau and Charter Homes. 

3 1. Billdin? Nature. Tile Deparhnent and Clial-ter Homes inte11d to be and are legally 

bound by the terms of this Order. 

32, Couasel. This Order is entered into by the parties upon full opportunity for legal 

advice from legal counsel. 

33. Effectiveness. Charter I-Ionles hereby stipulates and agrees that tlle Order shall 

becorne effective on the date that the Bureau executes the Order ("Effective Date"). 

34. Other Enforcement Action. 

a. The Departnle~ll reserves all of its rights, duties, and autl.~ority to enforce 

all statutes, l-ules and regulatio~ls under its jurisdiction against Charler Ho~nes  in the future 

regarding all matters not resolved by this Order._ 

b. Charter Romes aclcno~~ledges and agrees that .this Order is only binding 

upon the Depar[rnenl' and no1 any other local, state or .federal agency, departnlent or office 

regarding matters \vithin this Order. 

35 .  Autlio~ization. The parties beio~v are authorized to esecute this Order and legally 

bind their respective parties. 

36. ~ o u ~ l ~ e h a ~ - [ s .  This Order ma), be executed in separate counte~parts and by 

facsimile or PDF. 



37. w. The titles used to identify tlie paragral~lis of this document are for the 

convenience of reference only and do not control the interpretation of this document. 

MJHEREPOKE, in consideration of the foregoing, including the recital paragraphs, the 

Departlnent and Chalter I-Ioiiies, intending to be legally bound, do hereby execute this Consent 

Agreement: and Order. 

FOR THE COR'IMONWEALTH OF PEkWSYL'FrANIA 
DEPARTRlIENT OP BANliING, BUFU3AU OF COMPLIANCE, 
IN\%STIGATI ON AND LICENSING 

- 

Ryan 1C.I. Walsh, Adrni~~istrator 
Bureau of Conipliance, 
Investigation and Licensing 
Depai-tment of Banliing 

Date: f? c \ r .  d\ 29 , dCl(3 

FOR CHARTER HOMES Sr NEIGHBORHOODS 

I' - 
( ~ f i i c e r  Signature) 

t&d 9. h m  
(Print Officer Naliie) 

S ! ~ , c e k ,  1- 
(Title) 

Date: 3 1 ~ 5  / 10 


