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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 5 5 6 S:sssio: 10f
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INTRODUCFI) TO MESSRS. SILVERT AND \\’FINLR
APRIL 24, 1961.

REFERRED TO COMMITTEE ON BANKING, APRII 24, 1961,

AN ACT

Amending the act of May 15 1933 (P 1. 624) entitled as amended “An
act relating to the business of banking and to the exercise of
fiduciary powers by corporations providing for the organization of
corporations with fiduciary powers and of banking corporations
with or without fidueiary powers including the conversion of Na-

tional banks into State banks and for the licensing of private

bankers and employes’ mutual banking associations defining the

rights powers duties Mabilities and immunities of such corpora-
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tions of existent corporations authorized to engage in a banking

business with or without fiduciary powers ¢f private hankers and
employes’ mutual banking h;s‘\oialioxls and of the officers diree-
tors trustees sharcholders attorneys and other employes of all
such mrpuru(ioﬁs cmployes mutual banking asseciations or pri-
vate bankers or of alliliated corporations associations or persons
restricting the exereise of banking powers by any other corpora-
tion associntion or person awd of fiduciary powers by any other
corporation conferring powers and jmposing duties upon the
courts prothonatariez vecorders of deads and certain State de-
partments commissions and oflicers imposing penalties and  re-
pealing cextnin acts and parts of acts” further regulating certain
loans sceunved by mm-lgnp;'(:s on deeds of trust on real property
The General Assembly of the Commonwealth of Pennsylvania
hereby enacts as follows
Scetion 1 Subsection' A of seetion 1012 act of May 15 1033 (P L
621) known as the “Banking Code” amended September 11 1959 (P I,
881) and October 2 1959 (P 1. 1017) is amended to read
Section 1012 Loans on and Investments in Bonds or Notes Sceured

- By Mortgages or Deeds of Trust and Judgments of Record A A bank
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or a bank and trust company shall have the power to lend on the security
of or invest in bonds or notes sceured b\ mortgages or deeds of trust

upon real property but it shall lend upon or invest in only such bonds

or notes secured by mortgages or deeds of trust as (1) are first licns on

[unencumbered] improved real property ineluding improved farm land
situated within the Commonwealth or within {ifty miles of a houndary
thercof and (2) do not exceed two-thirds of the actual value of such veal
property where such homds or notes or deeds of trust shnﬁ become
due within ten years after the making of such loan or investment or
do not excced three-quarters of the actual value of such real property
where such loan or investment shall be amortized over a period not
exceeding twenty years after the making of such loan or investment in
substantially equal monthly quarterly semi-annual or ﬂnmlai payments
sutlicient in amount to pay all interest and cffect full repayment of
prineipal within such twenty-yvear period Provided however That a bank
or a bank and trust company while having the entire investment in such
a first lien on real property may subject to like conditions in respect fo
amortization invest in a sccond lien on the same real property which
may be either a bond or note secured by a mortgage or deed of trust

or a judgment if the total amount invested in both liens does not at
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any time excced two-thirds or three-quarters as the case may be of the

actual value of such real property Any building which is upon and is
included in the valuation of such real property shall be insured against
loss by five to the Lenefit of such bank or hank and trust company by
the barrower or 111n1|'tgdg(11‘ dnring the term of the bowd note morigage
deed of trnst or judgment in a company \\;]licll is authorized to do busi-
ness in Pennsylvania and i approved by the bank or bank and trust

company making the investment Tt shall he lawful for a bank or bank

and trust comjany t6 renew such policies at the expense of the borrower

or mortgagor from year to year or for a longer or a shorter period not
Lowever exceeding the term of the obligation in case he shall fail to
do so Al nccessary charges and expenses paid by such baunk or hank
and trust company for such renewals shall be paid by. 51-u-h borrower
or mortgagor In case such borvower or 1116rtgalgor sll:;ll rcfuse updh~
demand to pay such charges and expenses they shall be added to the
amount secured by the mortgage deed of trust or judgment and shall
together with interest from the date of the payment of such charges

and expenses constitute a licn upon the property subject to the mort-

gage deed of trust or judgment Al expenses of scarches examinations
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certificates of title or appraisal of actual value and all expenses of draw-
ing and recording of papers shall be paid by such mortgagor or bor

rower The actual value of the real property shall be dotermined by two

reputable persons especially familiar with veal property values in the

vicinity of the particular property to be appraised selected from or
approved by the board of directors They shall inspeet the property and

shall state in writing that the actual value of the real proporty in-

spected to the hest of their judgment is as stated Such report shaill be
filed and preserved among the records of the bauk or bank and trust

company The provisions of this subsection shall not apply to loans on

the security of or investments in bonds or notes secured by mortgages
or deeds of trust upon leaschold interests in real property made wnler

such’ rules and regulations as may be preseribed by the Secretary of

Banking with the approval of the Banking Board nor to loaus on the
“security of bonds or notes seéui-ed by mortgages or deeds of trust upon
real property situated within the Commonwealth or within fifty miles
of a boundary thercof made or for which a written commitment to
gllafanteé has been made in accordance with the prbx"isions of the
“Servicemen’s Readjustment Act of 1944 its amendments and stipple-

ments and rules and regulations promulgated from time to time pur-




- : . .
622-—Printer’s No.
suant to the provisions of said act provided that such loans are

guaranteed in an amount cqual to at least twenty per centum thercof

nor shall the provisions of this section apply to bonds or notes secured

by mortgages or deéds of trust which are insured by or forl'which a
commitment to insure has been made i;y ther Federal Iousing Ad-
ministrator pursuant to the provisions of the National Housing Act
of one thousand ninc hundred and thirty-four approved the twenty-
seventh day of June one thousand nine hundred and thirty-four its
amendments and supplements nor shall the provisions of this subsection
apply to loans on the security of bonds or notes sccured by mortgages
or deeds of trust upon real property situated within the Commonwealth
for which a written commitment to insure the payment thereof has
been made by the United States Department of Agriculture in accord-
ance with the provisions of Title T of the Bankhead-Jones Farm Tenant
Act of the twenty-second day of July one thousand nine hundred thirty-
seven ifs amendments and supplements rules and 1'eglxiationxs promul-
gated from time to time pursnant to the provisions of said act nor shall
the provisions of this subscetion apply to loans secured in whole or in

part Ly bonds or notes secured by morigages or deeds of trust made
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under the prvovisions of the Small Business .Act of 1953 approved Jl-lly
30 1953 its amendments and supplements and rules and regulations
promulgated from time to time pursuant to the provisions of said act
nor to public ﬁtility railroad or industrial bonds or other sceurities cont-
monly knowrn as investment sccurities although such bonds may be
seenred in whole or in part by a mortgage upon real property

* * *

Section 2 Subelause (a) of clause (8) of subscction A of scetion
1208 and clause (1) of subscetion B of section 1209 of the act amended
September 11 1959 (P T 881) and October 2 1959 (P T, 1012) are
amended fo read

Section 1268 Authorized Investments of Savings Banks Not Under
Special Charter A ¥xcept as otherwise speéiﬁ;ially prrrovid-éd in this act
a savings bank other than a savings hank orgarized under a special act
of the General _Ass.embly shall not make any investments oxcept as

follows

(8) (a) Bonds or notes secured by mortagegs or deeds of trust

which are first liens upon [unencumbered] improved real properly in-

cluding improved farm land situated within any Commonwealth or
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State of the United States or the Distriet of C’é}umbia (i) to the
extent of not more than two-thirds of the actual valuc of such real
property and for a term not exceeding ten years or for a term not
exceeding twenty years if such mortgages or deeds of trust cbntain
provisions requiring monthly quarterly semi-annual or annual pay-
ments suflicient in amount to pay all interest and effeet full repayment
of the principal within the term thereof or (3i) to the extent of not
more than ecighty per centum of the actual value of sueh real property
and for a term not excecding tiventy—ﬁve years if the improvements
on such real property do not comsist of a manufacturing plant or
theater and if such mortgages or deeds of t;'ust contain provisions
requiring amortization as aforesaid P;O\'i;led however That such sav-
ings bank while having the entire investm.ent in such a bond or note
nﬁy 81'1bje'ct to like cond}itions in;'est in» a bond or note secured by:a
n.wrtgage or deed of trust or judgment which is a second lien on the
gsame real property if the total invested in both liens does x;oi at aﬁy

time exceed tho aforesaid proportions of the actual value of such real

property And provided further That at least seventy-five per centum

of tho aggregate amount invested pursuant to subsection A clause (8)

shall be invested in bonds or notes qualifying for purchase or invest-
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ment pursuant _to provisions ‘other than those of subelauso (ii) hereof
VT]‘le Apl‘O\'iSiOllS of this subelause (a) shall not apply to loans on the
security of or investments in bonds or notc; sccured by morlgages or
deeds of trust upon leasehold interest in real property made under such
rules and regulations as may he pfescribcd by the Scerctary of ﬁank—

ing with the approval of the Banking Board

Section 1209 Authorized Investments of Special Charter Savings

Banks

B No such savings bank shall purchase or invest in bondas or notes
secured by mortgages or deeds of ‘trust of real property oxcept

(1) Bonds or notes secured by mortgages or deeds of trust which
aré ﬁrst. 1ien§ upon [unencumbered] im;;ro{'é(l real property including

improved farmland situated within any Commeonwealth or State of

the United States or the District of Columbia (a) to the extent of

S

not more than two-thirds of the actusl value of such real properly

and for a term not exceeding ten years or for a term not exceeding

" twenty years if such mortgages or deeds of trust contain provisions
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requiring monthly quarterly semi-annual or annual payments suflicient

in amount to pay all interest and effect full repayment of principal

within the term thercof or (b) to the extent of not more than eighty

per centum of the actual value of such real property and for a term
not exceeding twenty-five years if the improvements on such ieal
property do not constitute a manufacturing plant or theater and if
such mortgages or deeds of trust contain provisions requiring amorti-
zation as aforesaid Provided however That a savings b;mk while hav-
ing the entire investment in such a bond or note may subject to like
conditions invest in a bond or note sccured by a mortgage or deed of
trust or in a judgment which is a sccond lien on the same real property-
if the total invested in both liens does not at any time exceed the.
aforesaid prpportions of the actual value of such real property And
provided further That at least seventy-five per centum of the aggregate
amount invested nursuant to this subsection B shall be invested in bonds
or notes qualifying for purchase or investment pursuant to provisions
other than those of subeclause (L) The provisions of this clause (1)

shall not apply to loans on the security of or investments in bonds or

_notes secured by mortgages or deeds of trust upon leasehold interests
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in real property made under such rules and regulations as may bo pre-

seribed by the Scé;etar_y of Banking with the approval of the Banking

Board

®* ® ¥

Section 8 This act shall take cffcet immediately

We certify that this bill has passed the Senato and the Houss of

Representatives.
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Chiof Clork, Senate
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President pro tempore, Benate
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Bpeaker, House of Representatives

Approved The ........ day of ..cvivsvessescnnannees A, D, 1861,
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Governor




