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A BILL TO BE ENTITLED

AN ACT

relating to the payment of interest on certain escrow accounts held by financial institutions. 


BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF TEXAS:


SECTION 1. In this Act:



(1)  "Financial institution" means a bank, savings and loan association,  savings bank, trust company, mortgage banking institution, credit union, or other corporation or association organized under state or federal law that accepts a security interest in a homestead for payment of a loan. 



(2)  "Homestead" means property used as a home that is exempt from forced sale under Section 41.001, Property Code, and its subsequent amendments. 



(3)  "Homeowner" means the owner of a homestead. 



(4)  "Timely payment" means a payment from an escrow account made before the date the debt for which the payment is made becomes delinquent. 


SECTION 2. (a)  If a financial institution that holds a security interest in a homestead for payment of indebtedness requires the homeowner to maintain an escrow account with the financial institution for the payment of property taxes or casualty insurance premiums on the homestead, the financial institution shall pay to the homeowner interest on the amounts in the escrow account at the same annual percentage rate and compounded in the same manner as the financial institution pays on passbook savings accounts.  A financial institution that does not offer passbook savings accounts as part of its financial services may select a published rate and method of computation of interest on passbook savings offered by another financial institution in the same county or may select a rate paid on negotiable order and withdrawal accounts by financial institutions in the same county.  The financial institution maintaining the escrow account shall disclose to the homeowner the basis for determining the interest rate paid on the account. 


(b)  A financial institution shall pay the amount accrued as interest under Subsection (a) of this section:



(1)  annually on the anniversary of the date the escrow account was established; and



(2)  on the date the escrow account terminates. 


(c)  A financial institution shall make timely payments of all insurance premiums required to be made from the escrow account. 


SECTION 3. (a)  A violation of this Act is a false, misleading, or deceptive act or practice under Subchapter E, Chapter 17, Business & Commerce Code, and its subsequent amendments, and the homeowner may maintain an action under Section 17.50 of that subchapter and its subsequent amendments. 


(b)  An attempted waiver of a provision of this Act is unenforceable and void as contrary to public policy. 


SECTION 4. This Act applies only to a payment made to an escrow account on or after the effective date of this Act. 


SECTION 5. This Act takes effect September 1, 1993. 


SECTION 6. The importance of this legislation and the crowded condition of the calendars in both houses create an emergency and an imperative public necessity that the constitutional rule requiring bills to be read on three several days in each house be suspended, and this rule is hereby suspended. 

