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AN ACT

Amending the act of May 5 1933 (P L 457) entitled “An aet relating

to the husiness of building and loan associations providing for
the organizatio-n and voluntary dissolution of such associations
defining the rights powers duties liabilities and immunities of
such associations and of their officers directors sharcholders so-
licitors and other employes prohibiting the transaction of husiness
in this Commonwealth by >forei_r_fn building and loan associations
conferring powers and imposing duties upon the courts recorders

of deeds and certain State departments commissions and oflicers

ExPLANATION—CAPITAL LETTERS indicate new matter added to bill. Matter sirleken-through
13 to be omlited from bill,

Underscoring indlcates new matter sdded to existing law. [Bracketa] iIndicate matiter:
stricken from existing law,
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cslnl‘)‘lishin‘g limitations nf“:vu-tion ilhpoéing jmnalt_ics and re[;eal-
ing &‘!'r(:li—l‘lkilt‘l.\‘ and parts of acts” further defining and liniting
the rights j)f)\\'ers dﬁ(iesrmul labilities of such assdciations and
sharcholders further (];?ﬁlléllg terms mul‘ m:‘ilmrizing additional
types of collateral for mortgage loans

The Qeneval Ascembly of the Commonwealth of Pennsylvania

hereby enacts as follows

Seetion 1 Subsoo;inn A of scetion 2 act of May 3 1933 (P L 457)
known as the “.Buiiding and Loan Code” is amended by adding after the.
definition of “Department” a new doﬁnitio.n to read

Scction 2 Detinitions A The following terms shall be construed in
this act to have tho following meanings except in ihosc instances where

the context elearly indicates otherwise

“Dovelopment of Land” means the installations and improvements

neeesgary to produco from the land urban type building sites so com-

pleted in keeping with applieable governmental requirements and with

geueral practico in the community that they are ready for the construe-

tion of buildings thereon for primarily residential usage
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Section 2 Subseetion B of seetioit 509 of the act is mimended to

read

Seetion 500 })etermin_nlion of Shareholders of Record

®x F 0¥

B Holders of [matured] fully paid shares or holders of shares

which have l)e(,:n \'oluntariiy or im‘olnlnthrily \\'i-thdrAa\\'nuor holders ef
shares who have not asseated fo or have dissented from a merger or a
consolidation shall be entitled to nm:iv‘o of and to vote at any meefing of
shareholders until they shall have been paid in full the ;w.mount lawfully
dire thein oir account of their shares The exereise of such right to vote
at a meeting shall not constitute waiver of or in any way affect any
rights granted by law fo such sharcholders Ly virtue of {the maturing

of ] their shares having become fully paid or of their withidrawal from

the association cither voluntarily or involuntarily or of their failure to

assent to or their dissent from a plan of merger or consolidation
* * =
Section 3 Scetions 604 and 608 of the act amended July 13 1953

(P I 424) are amended to read

Section 604 Membership or Withdrawal Fees Other Charges An

association shall not levy upon any shareholder or upon any corporation
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o::‘porsm’i intending to becone a s]mrchoh]m" 51}_\'-&!0 or :m:\' r»ilnor'yiusfqu
nnt spcciﬁc‘all;y‘ perniitted hy this act

An associatioll;;maylev.\- upo\ﬁ :ﬁny holder of installment shares or
upon any cormr(_af_ibr-ih__b‘r rperrsqn intending to become 2 holder of in-
- stgllmm']_t simres a mémbership fee which shﬁll not exceed one—cighth of
on:-i,‘p-or centun ‘of ihé par \gﬁué of each instailmenit share subscribed to
by such_ 'shaEr‘cholder ébrpbmtion or person All membership fcgs 50 paid

_shall be credited to the general profit gecount of the association and shall

not be credited as dues in the passbook or other receipt issued to the

‘shgrc‘l:lolder Upon the voluntary withdrawal before [maturity of in-

‘stalvlmgnt shares] said shnr,o.% are declared fully paid an association may
charge such withdrawal fee as the bhy-laws maj' provide Any withdrawal
fee shall he expressed in the by—laws in terms of a percentage of the
participation valuc of the instaliment shares withdrawn

Scetion 608 Shares IMeld in Name of Minor Any association may
issue shares in the name of any minor not less than twelve years of age

and shall pay the dividends or earnings thereon as well as the with-

drawal or [maturity] fully paid value of such shares to such minor
—————

- without the assent of his parent or guardian The receipt acquittance or
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otiter action requ‘ircd 'l_\y>th>e assceiation to be taken by the minor shall
be binding upon such minor ‘withr life effect as if such minor were of full
age anJ shall be a valid rclea:“c to the asseeiation The parent or guardian

of such minor shall net in his capacity as parent or guardian have the

power to attach or in any manner transfer any shaves issued to or in

the name of such minor
Section 4 Section 609 of the act is amended to read

Sectidn 609 Shares Held in Name of ‘Two or More Persons A When-

ever shares of an pssociation shall be issued in ihg names, of two or more
personsv the associaiiou shall not pay an;‘r» dividends or earnings thereon
or the withdrawal or [nmthrity] fu“y paid value thereof except upon
proper receipt acquittance or other action as the case may be of allb of
such persons unless at the time of subseribing t«;the shares or at a
subsequent time all the pallties agree to a different arrangement and
give the association written notice thereof

B Whenever shares of an association shall be issued in the names
of two or more persons and such shares shall have been subseribed for
under an arrangement with the association whereby the dividends or

carnings thereon or the withdrawal or [maturity] fully paid value
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thereof may be paid upon veceipt acquittance or other action as the case

may be of cither or any of such persons the association may pay such

A

| dividvmls carnings withdra\\'n]\- value or [maturity] f\if!y paid value upon
such receipt aequittaice or other action as the case nm‘j' be of cither or
any of such persons pursuant to the an;mlgemcnt provided for in this
section notwithstanding the fact thaf one or move of the other persons
may be dead and the assod;\tion has notice ,t_hcrc’b‘f

C This sectiqn shall not be construed to affect shares in the names
of a husband m:ld his wifo

Scetion 5 Section 610 of the act mnmuﬁd Oévtr;her 14 1955 (P L
6906) is amended to réad

Scetion 610 Death. of One Ifolding Sh:ﬁ'cs as Trustce Whenever

shares of an association shall be issued to any person describing himself

in subzeribing for such shares as trastee for any person or persons and
no other notice of the existence and terms of a valid trust than such
description shall have been given to the assaciation the dividends or
earnings on such shares as well as the withdrawal or [maturity] fully
paid value of such shares shall in the event of the death of the person

g0 dezeribed as trustee he paid to the person or persons for whose bene-

fit the shares were stated 10 have been subseribed if at the time of pay-
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ment such beneficiary is over sixteen years of age Payment shall be

made to any such beneliciary who is not less than sixteen years of age

under the same cmiditiqné as if stich sh:ﬁcs had been originally :sub-
seribed for by him If t.hcre are two or moré beneficiaries named on any
stiech shaves the assoeiation shall in the n‘lv)sevnce of written notice to the
contrary make payment to sﬁclu of the Leueficiaries as may survive the
trustee in equal portions The receipt or nequittance of any such bene-
iciary or beneliviaries for payments made in accordance with this seetion
shall be a full (‘ot_xﬁ;l('lc- :;fnsl valid release o-.f the association from any
further lability for the nmmm't}s g0 paid |

Scetion 6 Subsection A of section 613 of the act amended May 13
1945 (P 1. 485) is amended to read

Section 613 Inveluntary Withdrawal of Obtionn] Payment or In-
stallment Shares A An association may [at or hefore maturity] compel
withdrawal of optional payment or installment shares which are not
pledged to the association as sccurity for movtgage loans granted by it
but it shall not have the power to compel withdrawal of any optional
pavment or any installment share as the case may be unless it shall have
on hand suflicient funds to pay such withdrawals hinmediately and until

all optional pavment or all justallment shares respectively issued prior
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to the date of iSSllil!lvt‘(! Qf s..uch Sh:ll’(‘.‘vilﬁ\.’b. ﬁ‘rs‘t» been \"0]1111(:«1‘“5 or in-
;.‘Olllllt{lAl‘il",' withul;n_wn In the ease of installment shares jssued in series
such compulsory” withdrawal shall be |-)1"o rata among the shares of the
same series
Scc'l{ion 7 Seetion 5‘15'0{ th.e act amended May'iﬁ 1545 (P I. 485)
and June 21 '19‘5’7‘(1’ L »366‘)‘ is amended to réad |
Scetion 615 ‘[Matur(‘d' Shares A Tnsiallment shares shall be de-
“clared matured by the board of directors of an association whenever
the dues paid thereon b', the ﬂxérchoieler plus the dividends credited
thercto enual the aggregate par value of the installment shares sub-
scribed to by such sharcliolder Notice of such maturity shall forthwith
be given to the holder of such shares and at the option of the holder
thereof such shares shall be ]isfed for payment as withdrawn shares or
with the consent of the association such shares may be converted into
full-paid shares or into optional payment shares If the sharcholder does
not elect one of the options within thirty days after maturity such
shares shall immediately be converted at the option of the association
into op_tional psyment shares or full-paid shares or be listed for payment

as withdrawn shares] Fully-Paid Tnstallment Shares A Installment shares




&

oy

10

11

12

13

i4

16

17

18

19

20

" Printer’s No.—522

shall be declaved fully paid by the hoard of diteetors of an associntion

whenever the dues paid thercon by the shareholder plus the dividends

credited thereio equal the aggregate par value of the installment shares

subscribed to by such shareholder

Upon being declared faﬁly paid the association shall immediately

~convert such sharves to {full-paid shares and the shareholder shall be

notified prompily of such ('011\'crsi01L

B If the shares thus dé‘clnml {maturcd] fully paid have not been
.plcdgcd to the nssqciatidn as security for a loan the association shail
before making payment or converting such shares deduct an amount
equal to Any delinquent fines or other charges due it by such shareholder

C Iivgthe shares thmns declared [matured] fully paid have been
pledged to the association as security for a loan which is secured also
by a mortgage upon rr‘:ql property then the mortgage shall be forthwith
satisfied upon the ]ia_vment of any delinquent fines or other charges due
the association and upon the payment of a fee to the association of not
mote than four dellars plus the satisfaction and filing costs and in addi-
tion thercto a fee of ten cents per mile if the place of business of the
association is not located in the county where the mortgage is to be

satisfied
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D If the elmrm thus declared [matured| flll\ lml ]l.\w heen
p_lvcdgcd to the association pursuant to a loan upon which llug sole
security is such_sbarcs the note sha]! be foftlnviih cancelled and the
amount of the lu:mﬁtogc-the with tl' o amoint of any dohuquvnl fines
or oﬂt—hcr charges due the association shall he dedueted from the partici-

pation value of such shares The balance shall he Fpayable to such share-

holder in the same manner as provided by this act in the case of shares

which have been declared -matured which are not pledged to the asso-

eiation as security for a loan} converted into fully-paid shares and the

shareholder shall be notified promptly of such conversion

Seetion S Subscetion 1) of seetion 616 of the act amended May 15
1945 (P 1. 485) is amended to read

Scetion 616 Order of Payment and Funds to Be'Usml to ]’dy With-
drawn Shares Power to Sue * * %

D Whenever withdrawn shaves have not been pakl by an assoeia-
tion for a period of six months after {the maturities have been deelared
or]} the withdrawals have beecome cffective owing to the fact that the
funds in the treasury which under this act ave to be applied to the pay-

ment of such shares are insufficient to pay them in full so much of the
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bonds or other ohligations of the United States of the Commonwealth’

of Pennsylvania of the Federal Home Loan Bank Board of a Federal
Home Loan Bank or of the Federal Savings and Loan Tnsuranee Corpo-
ration owned by the assoeiation as shall be necessary to pay such with-
drawn shares shall be sold and the proceeds paid into the treasury of
the association to he used to pay such shares unless the department shall

rive written permission to the association to hold such bonds or other
8

obligations for a longer period of time

Seetion 9 Subzection (C of scetion 618 and section 520 of the act
mmended June 21 1937 (P L 366) are amended to read

Seetion 618 Dividends on Shares Undivided Profits

C 'The lLooks of cach association shall be closed at teast annually
and as much oftener as the board of directors may determine and the net
profits for the period determined and transferred to the undivided profit

acconnt Dividends shall be declared on all types of shares at the same

date aud at least annually by vesolution of the hoard of direciors out of

the undivided profits after appropriate transfers to reserves For the
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purpose of {maturing installment shares) haviug installiment shaves be-

-C;)I]l(;, fully paid SpCL‘i.;l.l‘ (li\'ftlczuls may be (lcclar(;(i Letween regular
di\'idm?d da»tes to installment shares nearly [mnlurc:]] gﬂly paid aﬁd
_ special dividends may also he declsred botw;cn regular dividend dﬁte’s to
' instvsllment"optional payment and full-paid shares in the case of with-
drawal between dividends dates Such speeial dividends shall not be de-
~clared unless justiticd by the earnings for the current period and sh;ll
not in ahy é\'ent exceed the rate of the last regular dividend on the same

type of shares
* * X
N 5!

Section 620 Reszerves Every association shall main‘ltain general re-
serves which shall be used solely for the purpose of absorbing losses
Such reserves shall consist of any of the following a reserve for contin-
gent losses a reserve for bad debts and in the case of an association whose
accounts are insured by the Federal Savings and T.oan Insurance Cor-
poration a Federal insurance reserve Whenever the general reserves
of an association are not equal to at least cight per centum of the par-
ticipation value of all its outstanding shares and whenever the aggregate

general reserves and undivided profits of an association are not equal

to at least twelve per centum of such participation value it shall credit
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to its general rescrves cach year an anmount equal to not less than five
per centum and as much more as may be deemed desirable of its net

profits for such year Provided however That no profits shall be set aside

to such reserves if the aggregate of those reserves exceeds twenty per-

centum ofk the assets of the association unless the department in writ-
ing shall authorize or rc“(‘]uim- the association to set aside’an additional
amount which the department shall deein (lcsi.l;able or necessary to safe-
guard the interests of the sharcholders of such associﬁlion Such re-
serves may be loaned or invested in the same manner as is authorized
by this act in the case of other funds of the association’

If (iue to a reduction of the assets of an association or due 'to any
other cause whatsoever the aggregate general reserves shall exceed
twenty per centum of the assets of the association or if the department
has authorized or directed the creation of such reserves in excess of
twenty per centum and they exceed the amocunt authorized or directed
by the department the amount above twenty per centum or such other
amount as has been authorized or directed by the department may be
transferred at the next regular mécting of the board of directors to the

general profit account of the association
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In addition to the foregoing reserve requirements an association

which pursuant to the aunthority of section 914 of this act has made

loans for property repair alleration or improvement wkich are not in-

sured under Title 1 of the National Housing Act shall cach year eredit

to a reserve for losses on such loans in addition to all other reserves re-

quired under thig act an amount equal to not less than tén per centum

of the gross interest earned on such loans during that year Provided

That during any period when sueh resepve for lossez on unsceured loaus

shall exceed twenty per centunt of the aggregate vnpaid balances of all

suclt loans outstanding no furthor evedits need then be mude to such

reserve and tho excess above saild twenty per centum may with the ap-

proval of the departent he transferred to one of the general reserves

Section 10 Subsection A of section 802 of the act amended April
20 19490 (P L 650)‘is amended to read

Scction 802 Power to Borrow Money Issnance of Notes Pledging
of Collateral A An association may by resolution of its board of direc-
tors borrow money at a rate of inferest not exceeding six per centum
per annum to a rotal amount not exceeding fifty per centum of the

participation value of shares which have not leen pledged to the associa-

tion as security for mortgage loans or which have not on the date of
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such borrowing been [matured] declarved fully paid or for which notice

of withdrawal has not on such date heen given Provided That the antount
of all existing share loans shall be deducted in determining the participa-
tion value of shares Aud provided further That at any time an associa-

tion has shares listed for payment as withdrawn shaves which it may be

‘unable to pay in full within thirty days without borrowing an amount

in excess of the 1imifntiou aforesaid sucl association may borrow such
larger amount as may he necessary fo meet tim assoeiation’s withdmkwal‘
~ demands subjeet to ‘tlw prior written approval of the department

* * *

Secetion 11 Subscetion ‘nf seetion 802 and subscetion A of sce-
tion 808 of the act amended May 15 1043 (P T, 485) are amended to
read

Scction 802 Power to Borrow Money Issuance of Notes Pledging
of Collateral * * ¥

N An association shall not grant any mortgage loan if the amount
of borrowed money owed by it to corporations or persons except the
Federal Home Loan Bank or any other agency or instrumentality of
the United States Government other than national banks exceeds fifteen

per centum of the participation value of shares which have not been
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_ ple«lgd! to the association as seeurity for mortgage loans 4-31‘ whicl hm'g
not be(;h [mnlurod] fully paid or for >w!1ich uoticeéf \Vi}”ldl‘vi’i“'ﬂl hé\i
not been gi\'e_;u The amount of all existing sh.are loans shall be deductid
in determining the phrlicipation‘\"aluc. of shares This provision shall
not be construed to sffect the rfght of an n;@ociatio_n to readjust or other-
wise refinance uny mortgage loan which it has graﬁt-ed'

Section -S(OS ch:;r'(*gla‘licn)»n of I)ﬁes-U[‘}o.n Order of Depaffmcnt A
V\Vllenever it éhail apﬁeaf to the department that the aﬂ'afrs of en as-
sociation are in such condition that the Aactio_n hereinafter prdviciéd in
this section is jnstiﬁed the (l(;bartxﬁcxlt may by written order issued in

- 'the marmerv provided by Jaw direct that all payments made thereafter-
on account‘of shares whivch have not been transferred and pledged to-
the association as security for loans shall be scgregated from the other
assets of the association and-‘thrit'thc association shall not grant any
further loans make any payments on account of withdrawn or [matured]
:fully~paid shares or allow any credit for the value of any shares on ac-
count of the principal of any lonnAnntil such order is revoked in writ-
ing by the department Such 01‘d§r of the department shall be known

as an order of segregation Such segregaied moneys shall either be kept
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on deposit in a dqpoéitdry s‘_e!eclod in the manner Dr{)vidt’d bs tvhis act
or invested in the bomis designated by this act as authorized Kin\.'est—
ments for associations The money so‘segregatcd ﬁnd the bonds iﬁ which
such moneys are invested shall be known as the segregated fund

It an asscciation at any time after an order of segregation has
become cﬁectivev has no liability ‘éxcept to its shareholders arising from
the ownership of shares it may with the written consent of the ilepart-
ment transfer tp"thc segregated fund a portion or all of any cash
which it may have on hand and bonds if any designated by this act as

authorized investments Cashi and bonds so transferred shall become a

part of the segregated fund the same as though paid into the scgregated

fund by the shareholders whose shares are not pledged to the asso-
cialion as security for loans in proporiion fo the participation value
of their shares on the date that the order of segregation was issued
Such segregated fund shall not he subject to any attachment issued on
~ a judgment obtained by any creditor or sharcholder of the nss‘dointiun

During the period of segregation the segregated fund shall be

available exclusively for the benefit of the sharcholders who made such

payments or for whose benefit the transfer of cash and bonds was made

177T—SW—2
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and may be withdrawn during sich period of segregation upon thirty

days’ written notice

Section 12; Subscetion B of section 811 of the act amended »April
20 1949 (P L. 6;’36) js amended to read

Scetion 811 ?rohibitioxf Upon z\gceptillg Dcposits or Discounting
C01nrpefc.i§l l’ai[)er % ®

B An association shall not purchase or discount any note bill of
e.\'ehsnge,.draft or othor commercial paper except that the prohibitions

of this subsection shall not be construed to apply to any unsecured loan

[or invesiment insured under Title I of the National Housing Act]

for property repair alteration or improvement which is specifically

authorized by this act

Scction 13 Clause (3) of subsection A of section 903 of the act
amended October 14 1955 (I’ I, 696) is amended to read

Section 003 Security for Mortgage Loans A An association shall
grant mortgage loans to its shareliolders or to any person intending to

become a shareholder upon the following security only

® % »
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(3) -Th_e. bond of the bérrower secured by a mortgage up<‘>xi' real

es‘t‘nte owned by the borrower in fee simple or in which he has a lease-
hold interest as tenant under a lease such mortgage being for an amount
not to exceed one-half af the wmount of the loan such portion of the
loan to Le known as the straiglntjlnortg.ﬂ‘ge porﬁon_ of the loan and «
bond for the remainder of the loan secuved by the transfer and pledge
to the association of installment shares in such assoeintion which belong
m the horrower and which have a par value at least equal to the amount
of such remsinder of the loan and further sccured by a mortgage upon
the real estate or leasehold intercst as aforesaid for an amount equal
to such remainder of such loan such remainder of such loan to be
known as the share-mortgage portion of the loan A loan secured by
both a straight mortgage and a share mortgage in this manner shall
be known as a split-mortgage loan A split-mortgage loan may also be
in the form of a single bond and mortgage which meets all the require-
ments of this section

The straight-mortgage portion of a split-mortgage loan shall not
be secured by shares and an association shall not charge finea upon

such portion of the loan
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An association-shall not demand payment of the straight-mortgage

portion of a splitsmortgage loan except in case of a .default by the

borrower in the terms of the lean until the share-morigage portion of
such loun has been repaid in full by the [maturing of the shares

assigned or pledeed as security therefor] shares assigned or pledged
A\ g £

" therefor being deelaved fully paid or by any other method Upen such

payment of the sh:li"c-lllortgagc portion of a split-mortgage loan an
association shall e.ithcr-:lm].mnd and cnforce payment of the straight-
mottgage portion of the loan or cﬁnvert such loan te a shure-mortgage
loan or to a direet reduction mortgage loan u1)611 the transfer and pledge
to the association of insta]lmou’t shares in such association which belong
to the borrower and which have a par value at least equal to the amount
“of such loan or of one direct teduction loan share in sueh association

~which belongs to the borrower

Section 14 Subsection A of section 903 of the act is amended by
adding at the end thereof a new clause to read
Secetion 903 Security for Iortgage Toans A An association shall

grant mortgage loans to its sharcholders or to any person intending
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to become a shareliolder npon the following security only
o beco i g J J

¥

(8) The bond of the borrower sceured by a mortgage upon real

cstate owned by the borrower in fee simple when the borrower shall

use the funds derived by him from said mortgage for the acquisition

and development of Jand or where the mortgagor has title to the land

then for its development for primarily residential usage Any such

mortgage shall not exceed sixty per centum of the value of such real

cstate sécurity therefor as of the completion of the developmient Any

such loans shall be repayable within three years and the interest on

any such loan shail be payable at least semi-annually No association

shall make any loan under this subsection if the resulting aggregate of

its_investments in loans under this subsection would exceed tive per

centum of the participation value of its shares Said five per centum of

the participation value of its shares shall be in addition to any other

limitation on the percentage of its assets which may be invested in

straight mortgage loans and loans on other than one to four-family

propertics

* * *
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Section 15 Subsections B and C of secticn 903 of the act amended
June 21 1957 (P L. 366) ‘a_rc-. amended to read
Section 903 Security for Mortgage Loans * * *

B [An] Except as otherwise hercinafter provided an association

“shall not grant any mortgége loan upon real property owned by the
borrower in fee simple unless the mortgage securing such loan is a fivst
lien upon ut’tcucuxnﬁére«l improved real property [tlie improvemeit
beiilg a dwelling for not more than twelve fnu‘liilics which is used or to

”

be used in whole or in part for residential purposes] excluding theaters

and factorics or upon real property upon which [such] an improvement

is in the process of construction situated anywhere within the Com-
monwealth or within fifty miles of a boundary thereof or where it is

not a first lien upon such property every equal or prior lien is owned

by the association

An association shall not grant any mortgage loan sceured by a
mortgage upon a leaschold interest in real property leased to the bor-
rower as tenant under a lease unless (1) the property so leased is hn-
proved real property [the improvement being a dwelling for not more
than twelve fumilies which is nzed or to be used in whole or in part

for vestdentinl purposes] excluding theaters and factories or umless
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[sueh] an improvement is .‘in'-tlue process of construction thereon
situated an;fwhcre within the Commonwealth or within fifty miles of’:i'
boundary thercof and (2) the loan on a leaschold interest othevwise
conforms to such rules and regulations as may he i)rqscribed by the
Scc;rc!ar;\' of Banking with the approval of the Building and Loan Board

‘v association shall primarily confine its mortgage Iom_ﬁng to
direct reduction interest reduction and share mortg;ge loans sceurved

by residential real property which is nsed or to be used in whole or

[in part] a substantial portion of which s used or to be used as a
dwelling for not more than four famikics and on such property may
lend an amount which together with any othier outstanding loan held
by such assoeiation and secnred Ly a mortgage upen the same property

.

or leascholl interest does mnot exceed cighty per centum of the fair

market value thercof An association may however invest an amount
not to exceed an aggregate of [fiftcen] twenty per centum of its total
assets in mortgages without provision for menthly amortization as here-
inbefore provided and in mortgages of real property other than ’0110 to
four family property on which the maximum loans shall not execed the

following percentages of fair market value seventy-five per centum of
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the. value of five or six family residential property sixty per centum
of the value of residential property for more than six families but for

~not more than twelve families and fifty per centum of the value of

other i;ui)t'O\'ed income-producing properties excluding thcatcrs- and
factorics Provided however That any mortgage loan mny;‘be incrcgscd
by the withdrawal value upon the day of the granting of such loan of
shares to bLe assigned or pledged to the association by the borrower
or by any other sharcholder as additional security for such loan Any
additional shares assigned or pledged as additional collateral security
fm; the nmrtgagé loan by the borrower or any other shareholder may be
released by the association whenever the mortgage loan otherwise meets
ali of the requi‘lﬁﬂnents of this act and could be legally made at the
time of release without the requirement of additional collateral Pro-
vided also That an association may aceept and hold additional collateral
of any kind if the loan meets all of the requirements of this act and
could have been legally made without such additional collateral
Without regard to the limitations set forth in this subsection an
association may grant any mortgage loan which is insured or guaranteed
in whole or in part by the United States or any instrumentality thercof

or if there is a commitment to so insure or guarantee Provided That the
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real estate security therefor shall be o building {used or to be used in

whole or in part for vesidential purposes] sitnated within the Comwmon-

wealth or within fifty miles of a boundary thereof An association may

also purchase and take an assignment of any such insured or guaranteed

mortgage loan which is secured by a dwelling for not more than four

families situated outside of the aforesaid lending arca Provided That

(1) the seller and assignor is an associntion or eorporation insured by the

Federal Savings and Yoan Insurance Corporation or the Federal Deposit

Insurance Corporation (2) that the real estato sceurity is situated within

the regular lending area of the seller and assignor and (3) that the

seller and assignor agrees in writing to service the loan until it is

repaid in full

No association shall make any loan for the wequisition and develop-

ment of land foy primarily residential usage unless its general reserves

surplus and undivided profits aggregate a sum in excess of five per

centum of the participation value of its shares Said mortgage and its

aecompanying bond shall require development of the veal estate seeurity

to be commenced iu not more than nine mouths after the date of such

instruments and shall provide that the loan ir in default in the event

that the development has not been commenced on or before the ex-
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piration of such nine months No association shall (1) before commenve-

ment of the development of the real estate security for a loan made

purspant to the provisions of this seciion disburse from the proceeds of

such loan an amount cqual to more than sixty per centum of the value

of such real cstate security at the time the loan is made and prior

to the commencemeut of the development thereof or (2) after com-

mencenmenut of such development and yprior to the completion thercof

make any dishursement of such hoan procceds when such dishursenient

together with all prior dishurserments exceeds sixty per eentum of such

value of the real estate security plus sixty per contum of the cost of

such development at the date of sueh dishursement Provided That in

no event shall more than cighty-five per centum of the principal ob-

ligation of the loan be dishursed prior to the completion of the develop-

ment of the real estate security for such loan

The provisions of this subsection shall not be econstrued to apply
to a purchaze money mortgage taken by an association upon yeal property
or leaschold interest in real property owned by it nor to the readjustment
or refinancing in any other manner of a mortgage loan owed to the

association upon the etfective date of this act
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C [An] On mortgages secured by one to twelve family residential

properties an ‘issociation shall not divectly or indirectly grant loans to
. . 1 . - RN . - ) V . .
any one corporation or person [mortgage loanus] to a total amount

[exceeding] in exeess of ten per centum of the participation value of

its outstanding shares On mortgages seeured by other improved income-

producing propevties an assacintion shall not diveetly or indireetly grant

loans to any one corporation ov person {o a total amount in excess of

one per centum of the participation value of its outstanding shares

In computing the total mortgage boans made by an association
to an individuel there shall be hieluded all mortgage loans made by the
associaiion to a partnership or other unincorporated association of
which he is a member all mortgage teans made cither for his benefit or
for the henefit of such partnership or other unincorporated assnciationl
and all mortgage loans to or for the benefit of a corporation of V\hlch
he owns twenty-five per centum or move of the capital stock

In computing the total morigage loans made by an assoeiation to
a partnership or other unineorporated association l.lél-(.‘re shall be included
all mortgage loans to its individual members all mortgage loans made
for the ben(;ﬁt of such partnership or other unincorporated association

or of any member thereof and all mortgage loans to or for the benefit
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of any corporation of which tl".xe pai‘tlmfship or unfucorpom!cd associa-
liél_; or 511)' member thereof owns t\\'cnt)"-ﬁ\'c pﬁ ceitum or more of
'lh(': capital stock

111 C(;n-lplvlﬁtiug t>11e total lxlél'tgalge loans made by an association to
a corporation there shall ke included all mortgage loans made for the
benefit of the corporatiau 'lud %11 ni'o:rtg.uge loans to or for the benefit Vof‘
any individual who owns twenty-five rprer Cl;‘ll(lml or more of the capital
stock of such corporation

A mortgage loan shall be deemed to be made for the benefit of a
corporation or person to the extent that the proceeds of such loaus
are credited or transferred to such corporation or person

* % ¥

Section 16 Subseqtidns A and B of section 911 of the act amended
March 15 1937 (P 1. 63) are amended to read

Section 911 Repayment of Loans lLefore [Maturity] Shaves arve

Declared Fully Paid A A borrower shall have the right to repay a

loan to an association at any time before the [muturity of the shares

securing such loan} shares securing such loan are declaved fully paid

unless the by-laws of an association provide that such repayment can be
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made only at a regular weeting of the bonrd of divectors of such
association

B When a horower vepays o Ioan to an association before the

[maturity of the shaves: sceuring such loau] shares securing such loan

are declared fully paid hie mnay

(1) Pay the ;llllllllllf of the principal of the loan‘in cash and have
the shares sceuring such loan retransferred to him hy the association or

(2) Tn the case of a wmortgage loan apply the withdrawal value
of the shares securing such loan against the principal of such loan and
pay the balance in eash or

(3) Tn the case of a share loan take eredit for the withdrawal value
of the shares securing sueh loan up to the amount of the principal of
the loan and as to any balance remaining acquire the rights of a with-
drawing sharcholder

* * *

Scetion 17 Subscetion B of section 012 of the act is amended to read

Seetion 912 Demand by Association of Payment of Mortgage or
Share J.oans ¥ * ¥

B Except as otherwise provided in this section an association

which is not in the possession of the Seerctary of Banking as receiver
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or of a liQuidating trustee or liquidating trustees.shall not except upon

a defaunlt by the borrower have the power to demand payment of any

mortgage loan or share loan until the ¢hares transferred and pledged

to it us security for the loan have [matured] been deelaved fully paid

x ® %
Section 18 Scetion 914 of thie act amended October 14 1955 (P 1.
696) is amended to read

Section 914 [Title T FHA] Toans for Property Repair Alteration

or improvement Notwithstanding any other provisions of this or any

other act an association may grant loans for the repair alteration or
improvement of real property without the necessity of mortgage security
[when] Wlien such loans are insured or will he insured under Title 1

of “the National Housing Act approved the twenty-seventh day of

June one thousand nine hundred thirty-four its amendments and supple-
ments [Such loans] they may be granted in any amount and on any
terms permitted by [the said National Housing Act] that act or the

regulations issued thereunder [but the] When any such loan is not

insured under Title 1 of the National IHousing Act the principal

amount thercof shall not exceed thirty-five hundred dollars ($3500)
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wud the bean shall be evidenced by a judgment note which shall be

vecorded and must be o fivst lien upon unencumbered improved real

property ov a Hen upon improved real property all prior liens on which

sholl be owned by the association Said judgment note shall require re-

payment in regular monthly installments over a peried not_exceeding

five years with interest at a rate not exceeding six dollars ($6) per one -

hundved dollars ($100) per annum upon the original face amount of

tho note for the entire period of the loan Provided That if the entire

unpaid balance ontstanding on such a loan is paid prior to maturity a re-

fund or credit shall be made to the borrower of that portion of the

original interest charge which is unearned on the basis of the number of

months remaining to the original maturity date Interest charged and

collected as hierein provided shall not be deemed usurions The aggregate

amonnt of all such loans held by an association at any one time with or

without Title 1 Insurance shall not exceed fiftcen per centum of its

[total] assets The aggregate amount of unpaid principal due from any one

horrower on all loans granted pursuant to this seetion shall not at any

tinte exceed thiviy-five hundred dollars ($3500) Any such loan made

without Title 1 Insurance shall also conform to rules and regulations
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which may be prescribed from time to time by the Secrefary of Banking

with the.nppi-o\'albf the Bnﬁding xiid_ ‘T‘oan B’onrrdl

Sé(‘ﬁén 19 Suhsovtim; A of sec(ion ’11>12 of the act mnendéd \Tav
16 1945 (P T, 485) is amendgd to vead

Seetion 1112 brder qf Preference in Distribution A The following
shall be the order followed by the ]iquidating trustee or trustees as the
case may be in the distrihu(ioni pursuant to the provisions of this act
of the assets of any.j assaciation which is being liquidated in pufsuanco
of a plan of voluntary dissolution

First Any reasouahle expense inenrred by the liquidating trustee
or trustees as the case ma.s; he in the management liquidation or dis-
tribution of the asscts and affairs of tlie association auy fec or other
debt owing to the department for examinations or other services rendered
or pc—n_qltios inemred any other claim of the Commonwealth of Penn-
svlvania and any other elaim which is given a prefevence by law

Sccond Any ecleim of a creditor of the association other than the

claim of a sharcholder arising from his ownership of shares

Third Any elaim of a shareholder whether or not reduced to a

judgment arising from his ownership of shares whether such shares
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be installment optional payment full-paid prepaid [matured] fully paid

or any other type and whether or not notice of withdrawal of such
shares has been given to the association The amount of tho claim arising
from each shall be the participatioh value of such share less any amount

lawfully deductible therefrom by the association

* % =
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