_ Printer’s No.—976

- Previous Printer’s No. 522

SENATE BILL
o 477

MESSRS. WAGNER, MoMENAMIN, KROMER AND ROONEY,
) - IN PLACE, APRIL 5, 1961,

AS AMENDED ON SECOND READING, JUNE 26, 1961,

AN ACT

Amending tho act of May b 1933 (P 1. 457) entitled “An act relating
to the business of building and loan associations providing for
the organization and voluntary. dissolution of such associations
defining the rights powers duties liabilities and immunities of
such associations and of their officers directors sharcholdors so-
licitors and other employes prohibiting the transaction of business
in this Commonwealth by foreign building and loan associations
conferring powers and imposing duties npon the courts recorders

of deeds and certain State departments commissions and officers

EXPLANATION—CAPITAL LETTERS indicate new matter added to bill. Matter steicizen—through
i3 to be omitted from bl

Underscorlng indicates rew matter added to existing law. [Brackets) indlcate matiar
stricken from exlsting law.
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. cst}ablis]ni_‘ng limitations of actions inposing penalties and repeal-
| ing certain scts and bér;e of acts” further deﬁning‘m"md-lim.it’-’ixvlg
_ the rights ﬁowe_rs duties and liabilii;ies of‘ suéh associations @d
sharel‘lol&erzé further deﬁhiﬁg terms and authorizing additional
types of collateral for x‘nortgage loans
The Qeneral Assembly of the Commoﬁwealth of Pennsylvania
lizreby enacts as foi‘ows
Section 1 Subsection A of scetion 2 act of May § 1933 (P L 457)
known as the “Building and Loan Code” is amended by adding after the
definition of “Dopar)t--ment” a n:ew doﬁnitioﬁ to read
Section 2 ﬁeﬁniﬁons A T.he following terms shall b2 construed in
this act to have the following meanings except in those instances where
the context clearly illdicatés otherwise

* % ®

‘Dovelopment of Land” means the installations and improvements

necessary to produce from the land urban type building sites so com-

pleted in keeping with applicable governmental requirements and with

general practice in the community that they are ready for the construc-

tion of buildings thereon for primarily residential usage

* ¥ *
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Scc:t‘-.op 2 Subscc‘vt'lox'l B of section 509 of the act is smended to
rea.d

Section 309 Determi{ﬁat.i-oxi’ o_f‘Shareholders of Record

* * *

B II;)lders of [matured] fully pai;l shares or holders of shares
~which ha\e been voluntarily or involuptarily withdrawn or holders of
shares who have not assented to or have dissented from a merger or a

consolidation shall be entitled to notice of and to vote at any meoting of

sharcholders until they shall bave been paid in full the amount lawfully

due them ou account of their shares The exercise of such right to vote
at a meeting shall not constitute waiver of or in any way affect any
rights granted by law to such shareholders by virtue of [the maturing

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

the association ecither voluntarily or involuntarily or of their failure to

assent to or their dissent from a plan of merger or consolidation

Section 3 Scctions 604 and 608 of the act amended July 13 1853

(P T, 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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"of person ‘in‘teudin‘g to bec'éx';;e’ a éharcholdez‘ any fee or any other charge
not Sp(.‘cdécel“y f;;rrnitted’_by this act

< :\n'as‘socint‘fon rﬁ'a_s; leﬁ.s‘lépon—any hbh’l;er of installment shares or
_ upon any corporation or person intending io become 2 holder of in-
.stéllment shares a membership fee which shall not exceed one-eighth of
one per centum pf the par value of e‘ach installment share subscribed to
by such s;ixﬁre}lol(ior corbbration or person All membership fees so paid
shall be crf:divtcd to the genoral profit account of the association and shall
not be credited s dues in the pf;ssbeok or other receipt issued to the

sharcholder Upon the voluntary withdrawal before [maturity of in-

stallment shares] said ghares are declared fully paid. an association may
chargo such withdrawal fee as the by-laws may provide Any withdrawal
fee shall be expressed in the by-laws in terms of a percentage of the
participation value of the installment shares withdrawn

Secction 608 Shares Yeld in Name of Minor Any association may
issno shares in the name of any minor not less than twelve years of age
and shall paj' the dividends or cm'hings thereon as well as the vrith;
drawal or [maturity] fully paid value of snch shares to such minor

without the assent of his parent or guardian The receipt acquittance or
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- other action icquired by the association to be taken by the minor shall

> be binding upon such minor with like effect as if such minor were of full

age and shall be a valid release to the association The parent or guardian

of such minor shall not in his capagiiy as parent or guardian have the
power to ":}.vttéch or in any mannef transfer any shares issued to or in
the name of such‘minm;

Sectiq_n 4 Secﬁon‘ 609 of the act is amended to read

Section 609 Sharés HeidL in Name of Two or More Persons A When-
ever shares of an association shall be issued in the names of two or more
persons the association shall not pay any dividends or earnings thereon
or the withdrawal or [maturity] fully paid w;lue thereof except upon
i proper receipt acquittyance or other action as the caso may be of all of
such persons unless at the time of subscribing to the sharcs or at a
subsequent time all the parties 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 subscribed for
under an arrangement. with the association whereby the dividends or
earnings thereon or the withdrawal or [maturity] fully paid value

_ thereof may be paid upon receipt acquitfance or other action as the case
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may be ;)f eilh‘ér’or sny of such persons the association may pay such
divideﬁds eamingsvwithdmw;'al- v?«lue or [ﬁiah;ﬁty} {ullzr Baid' value upon
such feceipt acquittaﬁce or other action as ;he case may bé of either or
- any of such persons pursuant to the arrangement provided for in this
gection notwithstanding the fact that one or.more of the other persons

mi;y be dead and the association has notice thereof
C This section shall not be construed to affect sﬁares in thernames

of & husband and his wife

Scetion 5 Section 610 of the act amended October 14 1955 (P- I

606) is amended to read

Section 610 Death of One Hoiding Shares as Trustee Whenever
shares of an association shall be issued to any person describing himself
in subscribing for such shares as trustee for any person or persons and
no other notice of the existence and terms of a valid trust than such
deseription shall have been given to the association 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
so described as trustee be paid to the person or persons for whose bene-
fit the shares were stated to have been subscribed if at the time of pay-

ment such beneficiary is over sixteen years of age Payment shall be
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made to any such beneficiary who is not less than sixteen years of age
under the same conditions as if such shares had been originally sub-

seribed for by him If thore are two or morc benefloiaries named on any

~ such shares thoe association shall in the sbsence of written notice to the

contrary make paymcnt to such of the beneficiaries as may survive the
trustee in cqual.porlions The receipt or acquittance of any such bene-
ficiary or‘ beneficiaries for paymcnt; made in accordanco witﬁ this section
shall be s full complete and vakid release of the association from any
furtl?er Hability for the amounts so paid
Section 6 Subsection A of scction 613 of the act amended May 15
1945 (P I, 485) is amended to read
| Section 613 Involuntary Withdrawal of Optional Payment or In-
stallment Shares A An association may [at or before maturity] compel
withdrawal of optional payment or installment shares which are not
pledged to the association as security for mortgage loans granted by it
but it shall not have the power to compel withdrawal of any optional
payment or any installment share as the case may be unless it shall have
on hand sufficient funds to pay such withdrawals immediately and until
éll‘opiiér{a‘i.:péymént or all installment shares respectively issued prior

to the date of issuance of such share have first been voluntarilj or in-
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\oluntanly \ntb*lrﬂWﬂ In the Laie of mstdll.u_ent shares 1=sued in serics

.

such cou;pulsofy withdraifal shall be pro rata ameng the shares of the

same series

Seection 7 gechon 615 of ihe aCt am.endcd \Iay 15 1945 (P L 485)
.md June 21 1937, (P L 366) is rmlended to read

Scction 615 [Maturcd Shares A Installment shares shall be de-
clared matured‘by th‘e board of dire’ctor.s of an association whenever
the dues paid thercon by the sharoho]v(vler plué the dividends credited
thereto 'c,aqual the aggregaté par valué of the installment shares sub-
scribed to>by such shareholder Notice of >such maturity shall forthwith
be given td the holder of such shares and at t:he option of the holder
thereof‘such shares shéll be listed for paS*ment as withdrawn shares or
with the consent of the association éuch snares may be converted into
full-pai& sh>ares or into optiénal payn;eﬁt shka.l.':esv I.f- the éﬁaréildider does
not elect éne of tl;e options. witﬁin thirty‘days after maturity such

shares shall immediately be converted at the option of the association

into optional payment shares or full-paid shares or be listed for payment

as Wlthdrawu sharea] Fully—Paxd I—m&allmem Shares A Installmcnt shares

shall be declared fully paxd by the board of directors of an association
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- whenever the dues paid thereon by the sharcholder plus the dividends’

credited thereto cqual tho aggregate par value of the installment shares

“subseribed to by such sharcholder

Upon beiug declared fully paid the association shall immediately

convert such shares to full-paid shares OR OPTIONAL PAYMENT

SHARES OR A COMBINATION THEREOF and the sharcholder <kail

be notified promptly of such conversion

B If the shares thus declared [matured] fully Baid have not been
pledged to the association as sccurity for a loan the association shall
before making payment or converting such shares dedqct an amount
ecqual to any delinquent fines or other charges due it by such shéreholdér

C If the shares thus declared [matured] fully paid have been
pledged to the association as security for a lean which is seoured also |
by & mortgage upon real property then the mortgags shall be forthwith
satisfied upen the payment of any delinquent fines or other charges due
tha association apd upon the payment of a fee to the association of not
more than four dollars plus the satisfaction and filing costs and in addi-
tion thereto a fge of ten cents per mile if the place of business of the
association is not located in the county where the mortgage is to he

satisfied
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D If the shares thué declared [mature.d] fully paid have been
pledged to the association pursuant to a loan upon which the sole
geourity is such shares the note shall be forthwith cancelled and the
amount of tho loan together with the amount of any delinquent fines
or other charges due the association shall be deducted from the partioi-
pation value of such shares The balance shall be [payable 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-

ciation as security for a loan] converted into fulypaid FYULL-PAID

sheres OR OPTIONAL PAYMENT SHARES OR A COMBINATION

I

THEREOF and the sharcholder shall be notified promptly of such con-

version

Bection 8 Subsection D of section 616 of the act amended May 15

1045 (P T,-485) is amended to read

Section 616 Order of Payment and Funds to Be Used to Pay With-

drawn Shares Power to Sue * * =*

D Whenever withdrawn shares have not been paid by an associa-

tion for a period of six months after [the maturities have been declared

or] the withdrawals have become effective owing to the fact that the

funds in the treasury which under this act are to be applied to the pay-
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ment of such shares are insufficient to pay them in full so much of the
bonds or other obligations of the Unied States of the Commonwealth
of Peunsylvania of the Federal Home Loan Bank Boand of a Federal

Home Loan Bank or of the Federal Savings and Loan Insurance Corpo-

ration owned Ly tho association as shall be necessary to pay such with-

drawn shares shall be sold and the proceeds paid into the treasury of
the association to be used to pay such shares unless the department shall
give written permission to the association to hold such bonds or other

obligations for a longer period of time

* *  *

Section 9 Bubscetion C of section 618 and section 620 of the act
amended Juno 21 1957 (P L. 366) are amendea to read -,

Section 618 Dividends on Shares Undivided Profits

. %

C The books of each association shall be closed at least 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
account Dividends shall be declared on all typés of shares at the same
date and at least annually by resolution of the board of directors out of

the undivided profits after appropriate transfers to reserves For the
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purpose of [maturing installment shares] having iustallment shares be-

come fully paid special dividends may be declared between regular -

dividend dates to installment shares nearly [matured] fully. phid and
speoial dividends may also be declared between regular dividend datos to
ix_lstallmént optional payment and full-paid shares in the case of with-
drawal between dividend dates Such speeial dividends shall not be de-
clared unless justified by the earnings for the current period a.nd shall
not in ’ny event exceed the rate of the last regular dividend on the same
type of shares

* ¥* *

Section 620 Reserves Every association shall maintain general re-
serves which shall be used solely for the purpose of absorbing 1osse3
Such reserves shall consist of anyvof the following a reserve for contin-

gent losses a reserve for bad debts A RESERVE FOR LOSSES ON UN-

INSURED IMPROVEMENT LOANS AS HEREINAFTER PRO-

VIDED :and in the case of an association whose accounts are insured
by the Federal Sa\'ing§ and Loan Insurance Corporation a Federal in-
surance reserve Whenever the general reserves of an ass'ociation are not
~equal to at least eight per centum of the participation value of all its

outstanding shares and wherever the aggregate gencral reserves and
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undivided protits of "an association ave not equal to at least twelve per
centum of sueli participation value it shall eredit to its general reserves

cach ycar an amount cqual 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 aggre-

gate of those reserves exceeds twenty per centum of the asscts of the
association nnless the dcbar(ment in writing shall authorize or _réquire
the association to set aside an additional amount which the department
shall deem desirable or n;cessary to safeguard the interests of the share-
holders of such association SUcll rescrves 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 due to a reduction of the assets of an association or due to any
other cause whatsoever the aggregate general reserves shall exceeﬁ
twenty per centum of the assets of the association or if the chartmeni
has authorized or directed the creation of such reserves in excess of
twenty per centum and they exceed the amount authorized or directed
by the department the amount above twénty per centum or such other
amount as has been authorized or directed by the department may be

‘transferred at the next regular meeting of the board of directors to the
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general profit account of the association

In addition to the foregoing reserve requirements an association

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

loans for property repair alteration or improvement which are not in-

sured under Title T of tho National ousing Act shall cach year cvedit

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

quired ynder this act an amount equal to not less than ten per centumn

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

‘That duving any period when sueh reserve for losses on wnseenred SUCIL

loans shall exceed twenty per centun of the aggregate unpaid halances

of all such loans outstanding no further credits need then be made to such

reserve and the excess above said twenty per contum may with the ap-

proval of the department he transferred to one of the OTHER general re-

Section 10 Subsection A of section 802 of the act amended April
20 1949 (P L 650) is amended to read

Section 802 Power to Borrow Money Issuance of Notes Pledging
of Collateral A An assocfaticm may by resolution of its hoard of direc-

tors borrow money at a rate of interest not exceeding six per centum

per annum to a total amount not exceeding fifty per centum of the
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‘phriicipation value of shares which have not been pledged to the associa-

tion as sceurity for mortgage loans or which have not on the date of

such borrowing been [matured] declared fully paid or for which notice

of withdrawal has not on such date been given Provided ']‘fhat the amount
of &ll existing share loans shall be deducted in determining the participﬁ-
tion value of shares And provided further That at any time an associa-
tion has shares listed for payment as withdrawn shares which it may be
unable to pay in full within thirty days without borrogving én amo;mt
in oxcess of the limitation aforesaid such association may borrow such
larger amount as may be necessary to meet the association’s withdrawal
demands subjoct to the prior written approval of the department

® % x

Section 11 Subseotion D of section 8§02 and subsection A of 8OC-
tion 808 of the act amended May 15 1945 (P L 485) are amended to
read

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

D 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 l.oan Bank or any other agency or instrumentality of
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the Uxﬂted States Goverpment other than national banks exceeds fiftcen

per centum of the par'tiéipation value of shares which have nog‘been ,
pledged to the association as security for mortgage loans or which have
‘not been [matured] fully paid or for which notice of ‘v'vithdraWal has
not been given The amount of all existing share loans shall be dcdpctcd
in determining fl?e participation value of shares This provision shall
not be construed to affect the right of an assoaiation to readjust or other-
wise refinance any morlgage loan which it has granted

Section 808 Segregation of Dues Upon Order of Dopartinent A
Whenever it shall appear to the department that the affairs of an as-
saciation are in such condition that the action hereinafter provided in
this section is justified the departraent may by written order issued in
¥lle manner provided by law direet that all payments made thereafter
" on account of shares which have not been transferred and pledged to
the association as security for loans shall be segregated from the other
assets of the association and that the associait.ion 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 loan until such order is revoked in writ-

ing by the department Such order of the department shall be known
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as an order of segregation Such segregated moneys shall either be kept
on deposit in a dopository selected in the manner provided by this act

or invested in the bonds designated by this act as authorized invest--

ments for associations The money so segregated and the bonds in which:

such moneys are invested shall be known as the ségregated fund

If an association at any time after an order of scgregation has.
become effeotive has no liability except to its sharcholders arising from
the ownership of shares it may with the written consent of tho depart-
ront trapsfer to the segrega.téd 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 Cash and bonds so transferred shall become a.
part of the segregated fund the same as though paid into the segregated:
fund by the sharcholders whose shares are not pledged to the asso-
ciation as security for loans in proportion to the pnrti;-ipation value
of their shares on the date that the order of segregation was issned
Buch segregated fund shall not be subject to any attachment issued on
a judgment obtained by any ereditor or shareholder of the association

During the period of segregation the segregated fund shall be

£71T—SW—2
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available exclusi\'ély for tho benefit of the sharohdlders who made such
_payments or for whose benefit the tr?;nsfer of cash sind_ bonds was made
and mra-y be withdrawn during such period of segregation upon thirt);
days' written notice

¥ ¥ *®

Section 12 Subsection B of section 811 of the act amended April

90 1949 (P T, 656) is amended to read

Section 811 Prohibition Upon Accepting Deposits or Discounting

Commercial Paper * * ¥

B An association shall not purehase or discount any note bill of

exchange draft or other commaorcinl papor excopt that the prohibitions

of this subsection shall not he construed to apply to any wnseenred loan
[or investment insurod undor ‘Itle T of the National Housing Axt]

for property repair altoration or improvement which is specifieally

authorized by this act ANI) WHICH CONFORMS TO SECTION 914

HEREOF AND SUCH RULES AND REGULATIONS RELATING

THERETO AS MAY B PRESCRIBED BY THE SECRETARY OF

BANKING AND THE BUILDING AND LLOAN BOARD
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Section 13 Clause (3) of subsection A of section 903 of the act

amended October 14 1955 (P I. 696) is amended to read
Section 903 Security for Mortgage Loans A An association shall
grant mortgage loans to its shareholders or to any person intending to

become a shareholder upon the following security only

* * *

(3) The bond of the borrower secured by a mortgage Upoﬁ real
estate owned by the borrower in fee simple or in which Le has a lease-
holl interest as tenant under a lease such mortgage being for an amount
not to exceed onec-half of the amount of the loan such portion of the
loan to Lo known as the straight-mortgage portion of the loan and a
bond for the remainder of the loan secured Ly the transfer and pledge
to the association of irstallment shares in such association whioh belong
to the bormower and which hiave a par value at least equal to the amount
of such remainder of the loan and further sccm'ed’by a mortgage upon
the real catate or leasehold interest as aforesakd for an amount eq-ual‘
to snch remainder of such loan such remainder of smch loan to be
known as the share-mortgage portion of the loan A loan secured by
bath a straight mortgage and a share movtgage in this manner shall

be known as a split-mortgage loan A splt-mortgage loan may also be
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“in the form of & single bond and mortgage which meets 'xll the roqmm?

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 fines upon

such portion of the loan

An association shall not demand payment of the straight-mortgage

portion of a split-mbrtgage loan except in case of a default by the

borrower in the terms of the loan until the share-mortgage portion of
such loan has been repaid in full by the [maturing of the shares

assigned or pledged as security thercfor] shares assipnod or plodged

therefor being declared fully paid or by any other method Upon such

payment of the share-mortgage portion of a split-mortgage loan an
association shall either demand and enforce payment of the straight-
mortgage portion of the loan or convert such loan to a share-mortgage
loan or to a direct reduction mortgage loan npon the transfer and pledge
to the association of installment slmrcé 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 reduction loan share in such association

which belongs to the borrower
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Section 14 Subsection ‘A of section 903 of tho act'is ametided by

adding at the end thén-cof a new clause to read
Scetion 303 Sccurity for Mortgage Loans A An association shall
grant mortgage loans to its shareholders or to any person intending

to become a sharcholder upon the following security only

(5) The bond of the borrower sccured by a mortgage upon real

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

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

and development of land or where the mortgaéor‘ has title to the Luwd

then for its development for primarily residential usage Any such

mortgage shall not excced sixty per centum of the value of snch real

estate security therefor as of the completion of the development Any

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

any such loan shall be payable at least semi-annually No aseoeiation

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

its investments in loans under this subsection would excood five 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 investod i




976+Prin-te'r’s No. *

straight mortgage loans and loans on other than one to fourfamily

‘ ]ZroEertie’s
» * * *

Section 15 Subsections B and C of scetion 903 of the act amended
June 21 1957 (P 1. 366) are amcaded to read

Section 903 Security for Mortgage Loans * * %

B [An] Except_as otherwise hercinaftor provided an association
shall not grant any mortgage loan npon real property owned by the
borrower in fee simple unless the mortgage sccuring such loan is a first
lien upon unencumbered improved rcal property [the improvement
being a dwelling for not more than twelve families which is used or to

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

and factories or upon real property upon which [such] an improvement
is in the process of construction situated anywhere within the Com-
monwealth o>r within fifty miles of a bonndarj thereof or where.it is -
not a first lien upon such property every equal or prior lien is owned
by the asscciation

An association shall net grant any mortgage loan secured by a
mortgage upon a leasehold interest in real property leased to the bor-

-~ rower as tenant under a lease unless (1) the property so leased is im-
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proved real propertj (the improvexhent béipg 3 ‘(;lxwveltlyi'n‘g for not more

than twelve families which is used or to be used in whole or in part

for residential purposes] excluding theaters and factories or unless

[suoim] an improvement is in the process of cqns{ruction thereon
gitnated anywhore within the Commonwealth or within fifty miles of &
boundary thereof and (2) the loan on a leasehold interest otherwise
conforms to such rules and regulations as may be preseribed by the
Secretary of Banking with the approval of the Building and Loan Board

An association shall primarily confine its mortgage lending to
direct reduction interest reduction and share mortgage loans secured
by residential real property which is used or to be used in whole or

[in part] a substantial portion of which is used or to be used as a

dwelling for not more than four families and on such property may
lend an amount which together with any other outstanding loan held
by such association and secured by a mortgage upon the same property
or leaschold interest does not exceed eighty per centum of the fair
market value thereof An association may however invest an amount
not to exceed an aggregate of [fifteen] twenty per centum of its total
assets in mortgages without provision for monthly amortization as here-

inbefore provided and in mortgages of real property other than one to
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four family property on which the maxitumn loans shall not oxceed the
following percentages of fair market valuo seventy-five per centum of
the value of five or six family residential property sixty per cemtum

of the value of residential property for more than six familios but for

not more than twelve families and fifty por centum of the value of

other improved income-producing proportics excluding theaters and

factories Provided however That any mortgage loan may be increased

by the withdrawal value upon the day of tho granting of such loan of

shares to be assigned or pledged to the association by the borrower
or by any other shareholder as additional security for such loan Any
additional shares assigned or pledged as additional collateral security
for the mortgage loan by tho borrower or any other shareholder may be
released by the association whenever the mortgage loan otherwise meets
all of the requiremeﬁts of this act and could bo legally made at the
time of release without the requirement of additional collateral Pro-
vided also That an association may accept 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 subscction an

association may grant any mortgage loan which is insured or guaranteed
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in whole or in paﬁ by the United States Vor"a\uy instrumcntalit_y thereof
or if thfbare i3 & commitmeint tojs"o in‘sur'e‘or guarantee Provided That the
real estate security therefor shall be a building [used or to be used in
whole or in part for residential purposes] situated within the Common-

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

also purachase and take an assignment of any such insured or guarantced

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

families situated outside of the aforesaid lendiug arca Provided That

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

Federal Savings and Loan Insurance Corporation or the Federal Depoait

Insuranoe Corporation (2) that the real estate sccurity 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 i3

repaid in full

No association shall make any loan for the acquisition aud develop-

ment of land for primarily residential usage unless its geueral 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

accompanying bond shall require development of the real estate security

to be commeunced in not more than nine months after the date of such
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instruments and shall provide that the loan is in default in the event

that the developmen{ has not been commenced on or before the ex-

piration of such nine months No association shall (1) before commence-

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

pursuant to the provisions of this section dishurse from the proceeds of

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

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

to the commencement of the development thercof or (2) after com-

mencement of such development and prior to the completion thercof

make any dishursoment of such hoan proceeds when such disbursement

together with all prior dishursements exceeds sixty per centum of such

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

such dovelopment at the date of such disbursement Provided That in

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

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

ment of the real estate sceurity for such loan

The provisions of this subsection shall not be construed to apply
to a purchase money mortgage taken by an association upon real property

or leasehold interest in real property owned by it nor to the readjustment
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or refinancing in any other manner of a mortgage loan owed to the

association upon the effective date of this act

C [An] On mortgages secured by one to twelve family residential

properties an association shall not directly or indirectly grant loans to
any onc corporation or person [mortgage loans] to a total amount
[exceeding] in excess of ten per centum of the participation value of

its outstanding shares On mortgages secured by other improved income-

producing properties an association shall not directly or indirectly grant

loans to any one corporation or person to s total amount in excess of

one per centum of the participation value of its outstanding shares

In computing the toial mortgage loans made by an association
to an individual therc shall be ineluded all mortgage loans made by the
association to a partnership or other unincorporated association of
which he is a member all mortgage loans made either for his benefit or
for the benefit of sch partnership or other unincorporated association
and all mortgage loans to or for the benefit of a corporation of which
he owns twenty-five per centum or more of the capital stock

In computing the total mortgage loans made by an association to
a partnership or other unincorporated association there shall be included

all mortgage loans to its individual members all mortgage loans made
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- for the benefit of such partnership or othier unincorporated association

or of any member thercof and all mortgago loans to or for the benefit

of any corporation of which the partnership or unincorporated associa-

tion or any member thereof owns twenty-five per centum or more of

the capital stock

In computiugtlle total mortgage loans made by an association to
a corporation there shal’l bo included all nmiortgage loans made for the
benefit of the corporation and all mortgage loans to or for the benefit (;f
any individual who owns twenty-five per centum or more of the capital
stock of such ocorporation

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

* ¥* *

Section 18 Subsections A and B of seotion 911 of the act amended
" March 15 1937 (P 1. 63) are amended to read
Section 911 Repayment of Loans before [Maturity] Shares are

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

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

securing such loan] shares securing such loan are declared fully paid
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unless the by-laws of an association provide that such repayment can be

‘made only at a,regular meeting of the board of directors of such
association .
- B When a borrower repays a loan to an association before the

[maturity of the shares securing such loan] shares securing such loan

are declared fully paid he may

(1) Pay the amount of the principal of the loan in cash and have
the shares securing such loan retransferred to him by the association or

(2) In the case of a mortgage loan apply the withdrawal value
of the shares securing such loan against the principal of such loan and
pay thie balance in cash or

(3) In the case of a share loan take credit for the withdrawal value
of the shares securing such loan up to the amount of the principal of
the loan and as to any balance remaining acquire the rights of a with-

drawing shareholder

Secetion 17 Subsection B of section 912 of the act is amended to read
Seetion 912 Demand by Association of Payment of Mortgage or

Share Loang * * ¥
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B Except as otherwise provided in tix-is section an association
which i3 not in the possession of _Qllc Secretary >of Banking as receiver
ér of a liquidating trusteé.orlliquida(ing trustees ;shall not oxcept upon
a default by the borrower havé the power to deraand payment of any
morté,age loan or share loan until the shares transferred and pledged

to it as security for tho loan have {matured] been declared fully paid

* * *

Soction 18 Section 914 of ihe act amended Octobor 14 1055 PL

696) is amended to read

Bection 914 [Title I FHA] Loans for Properly Ropair Alteration

or Improvement Notwithstanding any other provisious 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] _}_Vﬁa}} such loans are insured or will be insured under Title I
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 Aect] that act or the
regulations issued thercunder [but the} AGGREGATE AMOUNT OF

ALY SUCH LOANS HELD BY AN ASSOCIATION AT ANY ONE]
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[TIME SHALL NOT EXCEED FIFTEEN PER CENTUM OF ITS

TOTAL ASSETS]) When any such loan i3 not insured under Title 1 of

the National Housing Act the principal amount thereof shall not exceed

lhirt:y-ﬁvclz hundred dollars (83500) and the loan shall be evidenced by a

" judgment note which shall be recorded and must be a first lien upon us-

enewmnbered improved real property or a lien upon improved real prop-

_(ity:_s_l_l_l_priof liens on which shall be owned by the association Said judg-

ment note shall require repayment in regular monthly installments over

a period not exceeding Sve TIIREE years with interest at a rate not ex-

ceeding six dollars ($6) per one hundred dollars ($100) per annum upon

the original faée_anloullt of the note for thie entire period of the loan

Provided That if the entire unpaid balance outstanding on such a loan is

paid prior to maturity a refund 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 herein provided shall not be deemed

usurious The aggregate amount of all such loans held by an association

at any one time with or without ‘Litle 1 Insurance shall not exceed fifteen

per centum of its ftotald assets The aggregate amount of unpaid principal
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due from any one borrower on all loans granted pursuant to this section

shall not at any time exceed thirty-five hundred dollars ($3500) Any such

loan made without Title 1 Insurance shall alse conform to rules and regu-

lations which may be preseribed from time to time by the Scerctary of

Banking with the approval of the Building and Loan Board

Scction 19 Subsection A of section 1112 of the act amended May
15 1945 (P L 485) »is amended to read

Section 1112 Order of Preference in Distribution A The following
shall bo the order followed b} the liquidating trustee or trustees as the
case may bo in the distribution pursuant to the provisions of this set

of the assets of any association which is being liquidated in pursuance

of a plan of voluntary dissolution

First Any recasonable expense incurred by the liquidating trustee
or trustces as the case may be in the management liquidation or dis-
tribution of the assets and affairs of tho association any fee or other
debt owing to the depariment for examinations or other services rendered
or penalties incurred any other claim of the Commonwealth of Penn-

sylvania and any other claim which is given a preference by law

Second Any claim of a creditor of the association other than the

claim of a shareholder arising from his ownership of shares
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__V'I’hi'r(lvg\ny clgim of a-sharcholder whether or not reduced to a

judgment arising from his ownership of shares whether such shares

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 associatioﬁ The amount of the claim arising
frqm each share shall be the participation value of such share less any

amount lawfully deductible therefrom by the association

¥ ® *

We cortify that this bill han passed the Senate and the Heouse of

Representatives.

Ohlef Olerk Senate

mpore, Beuate

LI B B S I BRI S O BN N B B R N B )

Speaker, House of Representatives

Approved The ..... ..dayof .......... TETPIRRIRTE A. D. 1961,

L A S I B I AT SO I B I A I Y Y )

Governor
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