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AN ACT 
Amending tho act of :May 5 1933 (P J, 45'1) entitled "Au act relating 

to the businesa of building ant} loan ns.9oe.iations providing for 

the organization and voluntary_ di!"..so1ution 0£ such associations-

defining the 1·igl1ts powers duties 1i1tbilitics and immunities of 

sneh associations and of their officers directors shareholders so-

licitors arn1 other employes prohibiting thll transaction of business 

in this Commonwealth by foreign buildi11g and loan associations 

eonfcrring powcrg and imposing duties upon the courts recorders 

o{ deeds nnd certain State departments commissions and officers 

ExPu.•uno~--CAPITAL LETTERS 1nd1cate new matter added to bUl. M&t~r wkk~ 
Is to bo omitted from blll. 
Undersc(Jrlng lndkates x:ew matter added to utstln5 19.w. (Braclte-ta) lndl~te Ill.!.\~ 

strlcken from existing h.w. 

. .-- --. . " . . - ~ . -;":..-- --~-- - ..:: -- -· 
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. c:;tablishing limitatinns of actions imposing penalties and i:cpeal-

ing certain acts and parta of acts". further defining and limiting 

the rights powers duties and liabilities of such ~oe.iations and 

shareholders fur~her defining terms and authorizing additional 

l)l}CS of collateral for mortgage loans 

'l'!:ie Oencral Assembly ,,f tho Comm<>nwealth of Pennsylvania 

lrnrcby eua<Jts ti.s follows 

1 Section 1 Subsection A of section 2 act of May 5 1{)33 (P L 457} 

2 known as tho "lluildinf( and I.oin\ Code'' is &mended by adding after the 

3 (fofinition of "D-:'partment" a new definition to read 

4 Section 2 Definitions A The following terms shall be construed in 

5 this act to liavo tho following meanings ex<'ept in those instances where 

6 tho context deRrly indicates otherwise 

7 * * * 

8 "Development of J,andu means the installations and improvements 

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

10 pleted in keeping with applicable governmental requirements and with 

11 general practice in the community that they are ready for the construe-

12 tion of buildings thereon for primarily residential usage 

* * * 
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Section 2 Subsection B of section 50!) <>f the act is amended to 

2 read 

3 Section 50!:1 Detcrmimtion of Shareholders of Record 

4 * * * 

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

6 whic11 lrnve bC'en voluntarily or involuntarily withdrawn or holders of 

7 shar<'s who hanJ not assentecl to or l1aye dissented from a merger or s. 

8 consolidation shall Le entitled to notice of and to 'vote at any meeting of 

9 sliarohol<lcrs until they ~hall Lavo been paid in full tl10 amount lawfully 

10 duo them on account of their shares Tho exercise of such right to vote 

11 at a meeting shall not constitute waiver of or in any way affect any 

12 righti:; granted by Jaw to such shareholders by virtue of [the maturing 

13 of] their shares having become folly paid or of their withdrawal from 
..... 

14 the association c>ithcr voluntarily or involuntarily or of their failure to 

15 assent to or their dissent fr-0m a plan of merger or consolidation 

16 * * * 

17 Soction 3 Sections 604 and 608 of the act amended July 13 1953 

18 (P I, 424) arc amended to read 

19 Section 604- Membership or Withdrawal ~~ees Other Charges An 

20 assoeiation shall not levy upon any shareholder or upon any corporation 
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l 'or person iriteIJdirig tQ become. a shnreholde1; any fee or any other charge 

2 not spccifirtt1ly pNrnittcd by this aet 

3 An· a~odation may lev.r· 'upon. any holder of installment shares or 

4 . upon any oorporation or person intending to become a holder of in-
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19 

stallmcnt ~hares n membership fee which shall not exceed one-eighth of_ 

one pN centum of t11e pal' value of each installment share subscribed to 

by sueh slrnrchoJder corporation or person All membership :fees so paid 

shall be credited t-0 tho gcuoral profit sccount of tho association and shall 

not bo credited flS dues in tho passbook or other receipt issued to the 

shareholder Upon tho yo}untary withdrawal before [maturity of in­

staJlment shares] snit.I i:}rnrcs arc dcdarcd folly paid an association may 

chnrgo snch with1hawal foe as tl1e by-la-ws may provide Any withdrawal 

fro shnll Le oxpr('s~cd in the by-Jaws in terms of a percent.age of the 

parti<'ipation value of tlie installment i::ltllrcs with<lrawn 

Section GOS Shares He1cl in N amc of :Minor Any association may 

iss110 shares in the name of any minor not less than twelve years of ago 

and s1rn11 pay the dividends or e:nnings thereon ns well as the with-

1lrawal or [maturity] folly f)aicl value of snch sliarcs to such minor 

·without tlw a~sent of llis p:lrcnt or guardian 'fhe receipt acquittance or 
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other action required by the assoei:.ltiou to bo taken Ly tho minor shall 

be binding u11on such t~1inor witlt like effect us if. such minor were of full 

age and shall he a ,-alid release to the association Tho pareut or guardian 

4 

5 

oi such minor s1rnll uot in his capadty as parent <>r guardian have the 

power t-O ·attach Or in any nll.\IlUC'r transfer any shares issued. to Or in 

6 the name . of !'uch minor 

7 Section 4 Section 609 of the act fa aDlendcd to read 

8 Section 60!J Shares Ilelcl in Name of Two or }fore Persons A When-

9 ever shares of an association shall be issued in tho names of two or more 

10 persons tho association shall riot pay any dividends or earnings thereon 

11 or the withdrawal or [maturity] fnllr paid value thereof exoopt upon 

12 proper receipt acquittance or other action as tho ca.so may be of all of 

13 such persons unless at the time of subscribing to the sharoe or at a 

14 subsequent time all the parties agree to a different arrangement and 

15 give the association written notice thereof 

16 B Whenever shares of an association. shall be issued in tlie names 

17 of two or more persons and such shares shall have been subs~riboo for 

18 under an arrangement with the association whereby the dividends or 

19 earnings thereon or the withdrawal or [maturity] fully paid value 

20 thereof may be paid upon receipt acquittance or other action as the case 
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1 . may be of either or any of ~u<.-h persons the association may pay su~h 

2 dividends earnings withdrawal value or (ti.111turity) fully paid value upon 

3 suoh receipt acquittance or other action as tho case may be of either or 

4 · any of such persons pursutm~ to the arrsngemcnt provided for in this 

5 section notwithstanding the fact that. one or more of the other persons 

6 may be dead and tho asS-Ociation has notice thereof 

l C This section e.hall not be construed to affect shares in the names 

8 of a husband and his wife 

9 Section 6 Section 610 of the act amended October 14 1955 (P Ii 

10 61)6) is amended to read 

11 Section 610 Death of One Holding Shares as Trustee 'Vhenever ',, 

12 shares of An aMoeiatiou shall be issued to any person describing himself 

13 in subscribing for such shares as trustee for any person or persons and 

14 no other notice of the existence and terms of a valid tmst than such 

15 dcseription shall have been given to the association the dividends or 

16 earnings on such shares as wel1 as the withdrawal or [maturity] fully 

i 7 paid value of such shares shall in the event of the death of the person 

18 so described as trustee be paid to the person or persons for whose bene-

19 fit the shares were stated to have been subscribed if at the time of pay-

20 ment such beneficiary is over sixteen years of age Payment shall be 
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ma<le to any rnch b(lneficiary who is not less than ~ixteen years of age 

under the same conditions as if such shares had been originally sub­

s~ribcd for b,v him 1 f there arc two or more bencfioiaries named on any 

sud1 !lltarrs tho nssoeiation shnll in tlrn &bsenco of written notice to the 

contrary nrnke p!\:;·mcnt to sud1 of tho beneficiaries as may survive the 

trustee in equal portions 'l'l1c receipt or acquittance <>f any such bene­

fidary or beneficiaries for paymC'nts ma<lc in accordance with this section 

e.hall be a full complete and valid release. of the association from any 

further liability for the amounts so paid 

Section 6 Subsection A of section 613 of the act amemled May 15 

1945 (P J, 485) is amended to read 

Section 613 Involuntary \Vithdrawal of Optional Payment or In­

stallment Shares A Au association may [at or before maturity] compel 

withdrawal of optional payment or installment shares which are not 

pledged to the association as security for mort.gago loans granted by it 

but it shall not han3 tl1e 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 pa_y such withdrawals immediately and until 

all optional payment 01· a 11 installment shares respectively issued prior 

to the date of issuance of such share have first been voluntarily or in~ 
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1 . voluntarily withrlrnwu In tho case of h1stalhucnt shares iseucd in series 

such compulsor_y withdra\:..·al shall he pro rnta among the shares of the 

4 * * * 

5 Section 7 Section 615 of the act amended May 15 1945 (P I.. 485) 

·6 and ,June 21 1057 (P L 366) fa amended to read 

7 Section 615 [~foturcd Shares A Instalhnent shares sh~ll be d<r 

8 clnred matured hy the board of directors of nn association whenoyor 

9 the dues paid thereon by the sJrnrehoJdcr plus the dividends credited 

' 10 thereto equal the aggregate par value of the installment she.res sub-

:11 scribed to by such shareholder Notice of Sl,lch maturity shall forthwith 

12 be given to tho holder of such shares and at the option of the holder 

13 thereof such shares shall be listed for payment as withdrawn shares or 

14 with the consent of the association such shares may be converted into 

15 full-paid shares or into optional payment shares H the shareholder does 

16 not elec~ one of the options within thirty days after maturity such 

17 shares shall immediately be converted at the option of the association 

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

19 as withdrawn shares l Fully-Paid InatRllmeHt Shares A Installment shares 

20 shall be declared fully paid by the board of directors of an association 
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1 'fhcne\·or the d1rn3 p.'lid thereon by the shareholder plus the dividends 

2 ~-l'~dikd thereto equal tho n~grcgatc par value of the inst.aliment shares 

3 snhM'ribcd to b.r such shareholder 

4 Upon beiug declared full~ paid the association shall inunediatoly 

5 con\'crt such shnrcs to iull-p:tid ~iares OH OPTIONAL PA.Y:\IENT 

6 SHAHES OH A CO:\IBINA'l'ION TIIEUEOF an<l tho shareholder_·:hall 

7 ho notified promptly of such conversion 

8 J3 H the shares thus declared [matured] fully paid have not been 

9 pledged to the as ... "Ociation as security for a loan tho association shall 

10 before llltlking payment or converting such shares deduct an amount 

11 equal to any delinquent fines or other charges due it by suoh shareholder 

12 0 If thll "Shares thus declared [matured] fully paid have bcon. 

13 pledged to tho association as security for a loan which is seaured also 

14 by a mortgage upon real property then the mortgage shall be forthwith 

15 satisfied upen the payment of any delinquent fines or other charges ~ue 

16 tha association acd upon the payment of a fee to the association of n<>t 

17 moro than four dollars plus the satisfaction and filing costs and in addi4 

18 tion thereto a fee of ten cents per mile if the place of business of the 

19 assoc.iation is not located in the county where the mortgage is to ha 

20 satisfied 
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D If the shares thus declared [matured] fully paid haYe been 

-pledged to the a~ociation pursuant to a loan upon whieh the sole 

security is such shares the note shall be forthwith cancelled and the 

amount of tl10 loan together with the amount of any delinquont tlnes 

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· 

bolder in the same manner as proYidcd by this act in the case of shares 

which han been declared matured whicll are not pledged to the asso· 

ciation as security for a loan] converted into fully pnitl .FU LT,-1> AID 

shares OR OllTlONAI., PAY~1ENT SHARES OR A CO~Illl:NA'l'ION 

TIIEHEO}" ai.1d t1ic shareholder shall be notified promptly of such con-

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

l 945 (P T. 485) is amended to read 

Section 616 Order of Payment and .Funds to Be Used to Pay 'Vith-

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 deolared 

or] the withdrPwals ha Ye become eff ectiYe owing to the fact that the 

funds in the treasury wl1ich under this act are to be applied to the pay-
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1 ment of imoh 8hnres arc inrnffident to pay them in full so much of the 

2 bonds or othl'r ol>Jigations of the United State.s of tho Commonwealth 

3 of :Peunsylnnia of tho ~'e<lernl Home Loan Bank Boanl ot a }\idoral 

4 Jlomo J,oan }~irnk or o! the }'cdcral S:wings and Loan Insurance Corpo-

ration owul"d L~· thl\ nssociation as shnll be necessary to pay suoh with-

6 drawn shores s1ia11 be sol1l and tho proceeds paid into the treasury of 

7 the a!\Sociation to Le used to pay such shares unless the department shall 

8 gh~ written permission to tho assoeiation to hold such honds or otl1er 

9 obligations for a longer period of time 

10 * * * 

11 8cction 0 Subsection C of sectiou 618 and section 620 of the act 

] 2 n111c11<lcd Ju 110 21 1957 (P L 366) arc amended to read 

18 Section 018 Dividends on Shares Undivided Profits 

14 * * * 

15 0 The hooks of cad1 a~ociation shall be closed at least annually 

16 and a.s niucl1 oftener as the boar<l of direcfors rna_y determine and the net 

17 profits for tho 11criocl determined and transferred to the undivided profit 

18 account Dh·idends shall be declared on all types of shares at tlie sa.me 

19 date nnd nt least annuall.v by resolution of the hoard of directors out of 

20 the umlh·idcd profits aflcr appropriate transfers to reserves :For the 
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1 purpose of (maturing rnstallmcnt shares] having ilJ.'itallmeut shar~s be· 

2 come fully ·paid speciaJ dividends may be declared between regular 

3 dividend dates to installment shares nearly [matured] fully paid and 

4 gpeoial dividends may also be deolared between regular dividend datos t-0 

5 instaUment optional payment and full-paid shares in the case of with· 

6 drawal between dividend dates Such special dividends shall not he de· 

7 dared unless justified by the earnings for the current period and shall 

8 not in any event exceed tl1e rate of the last regular dividend ou the same 

9 type of shares 

10 * * * 

11 Section 620 Reserves Hvery association shall maintain general re-

12 serves which shaH be used solely for the purpose of absorbing losses 

13 Such reserves shall consist of any of the following a resen·e for e-0uti.n· 

14 gent losses a reserve for bad deMa A RESERVE FOR J.OSSES ON UN-

15 INSURED IMPROVEi\lE~T I.OANS AS IlEREINA"l'TEtt PRO-

16 VIDED and in the case of an association whose accounts arc insmed 

17 by the Federal Savings and I.oan Insm~nce Corporation a ·Federal in· 

l8 surance reserve "'henever the general reserves of an association are not 

19 equal to at least eight per centum of the participation Yalue of all it~ 

20 
outstanding shares and wherever the aggregate general resenea and 
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1 urnHvidl'd 1ii·olits of ·an n~oeiation are i~ot cc1ual to at least twelve per 

.:.- . 

2 c<·ntmu of sueh particip~•tiott" rnluc it shall crc1.Jlt to its general reserves 

3 <>adt ycnr r.n nmo111-1t equal to not less than five JH~r ccntum and as much 

4 mor(l as may be tlcemcd desirable of its net pro£ts for sueh year Provided 

5 howcn.•1· That no profits shall be ~et aside to such reserves if tho aggre-

/·· 
6 gatn of th(._lsc re:;cr\·cs exceeds twenty per centum of the assets of tho 

7 nswdati1Jn 1111lrss the tlcpartment in writing sliall authorize or require 

8 the aswdation to set nsitle an additional amount wl1ich the department 

9 shall tlcC'm desirable or necessary to {;afoguard the interests of the share-

10 holclcrs 0£ such a~sociation Such rcscrn~s may be loaned or invested in 

11 the same mnmwr as is authorized by this act in the case of other funds 

12 of the association 

18 If due to a reduction of the assets of an association or due to any 

14 other ('fiUSC whatsoever the aggregate general rcsenes shall exceed 

15 twenty per centum of the assets of the association or if the department 

16 has authorized or directed the creation of such rc~cl'Ves in excess of 

17 twenty per ccntum and they exceed the amount autl1orized or directed 

18 by the department tho amount aborn twenty per centum or such other 

1 
!) amount as has been authorized or directe1l by the department may be 

20 transferred at the next regular meeting of the board of directors to the 
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1 general profit account _of the association 

2 In addition to the foregoing rcscrrn requirements au assodatfon 

3 which pursunut to the authority of section OH of this ncl hl\3 m:ule 

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

5 sured under Title I of tho National Housing .Act shall C'aoh :-·car c1·edit, 

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

7 quired under this act an amount equal to not less tlinn ten per ccntum 

8 of the groM interest earned on such loans during tlrnt war Pro,i1kd 

9 'fhat dul'ill~ !lny period wl1en such reserve for loss<'s on ~~ sucn 

10 loans shall cxccccl twenty per ccntum of tl10 aggrc>gatc unpai<l halntH'Cs 

11 _of all s11eh loans outstarnling 110 fnrtlwr ac<lits nreil then he mn(lc to such 

12 reserye and the excess above said twc>nty per conhun may with the RJl-

13 pro\'al of the department he transferred to one of the OTHEH general re-

14 serves 

15 Section 10 Subsection A of section 802 of the act amended Avrit 

16 20 1949 (P J, 656) is amended to read 

17 Section 802 l'ower t-0 Borrow )foney Issuance of Notes Pledging 

18 of Collateral A .i:\n association ma_v by resolution of ifs hoard of direc-

19 tors borrow money at a rate of interest not exceeding six per ~ntum 

20 per annum to a total amount not exceeding fifty per centum of the 
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participation value of shares which havo not been pledged to the associa· 

tion AS security for mortgage loans or which have not on the date of 

snl'.h horroY.ing h('en 1 matured] rlcclared folly paid or for whidl notice 

of \\itlHtrawal ha3 not on such date been gi,·en ProYided That the amount 

of Rll c>Ji:isting ~hare loans shall Le dcllncted in determining tho partici11a­

tion valuo of shares And provided further Tliat at any time an associa­

tiou hns shares listed fo1· payment as \\;tl1drawn shares whid1 it may be 

unablo to pay in full within thirty days without borrowing an amount 

hi oxccs:1 of tho limitation aforesaid such association may borrow such 

IRrgcr amount as may ho necel'Sary to meet the association's with<lra.wal 

dcmnnus subjod to the prior written approval of the department 

* * * 

Section 11 Subseotion D of section ~02 and subsection A of soc-

14 &iou 808 of tho at.."t nmcnJed ]!fay 15 Hl45 (P L 485) are amended to 

15 t'('Sd 

16 Section 802 Power to Borrow Money Issuance of Notes Pledging 

l'I of Collateral * * * 

18 D An association shall not grant any mortgage loan if the amount 

19 of borrowed money owed by it t-0 corporations or pt3rsons except the 

20 Federal Home J,oan Bank or any other agency or instrumentality of 
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1 the United States Government ot.ber than national banks exceeds fifteen 

2 per centum of the participation value of shares which haYO not been 

3 pledged to the as.~ciatkin as security for mortgage loans or which lia-re 

4 not been [matured] fully paid or for which notice of withdrawal ha~ 

5 not been given The amount of all existing sliare loans shall be deducted 

6 in detenniniug the participation rnlue of shares This provision shall 

7 not be construed to affect tlie right of au association to readjust or other-

8 wise refinance any mortgage loan which it has grantod 

9 Section 808 Segregation of Dues Upon Order of Dopartzaent A 
. -

10 "\Ybenover it shall appear to tho department that the affairs of an as-

11 soeiatiou are in such condition tlrnt the action hereinafter provided iu 

12 this section is justified the dcpartr.Jcnf may by written order issued in 

13 the manner provided by law direct that nll payments made thcrcl\fter 

14 on acoonut of shares which have not been transferred and pledged to 

15 the association as security for loans shall be segregated from the other 

16 assef.s of the association and that the association shall not grant any 

17 further loans make any payments on account 0£ withdrawn or [matmed] 

18 fully-paid shares or allow any credit for the value of any shares on ac-

19 count of the principal -Of any loan until such order is revoked in writ-

20 ing by the department Such order of the department sl1all be known 
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1 as an ord('r of Sl'gr<'gation Such segregated moneys shall either be kept 

2 Qll deposit in a dopositQry selected in the manner provided by this act 

3 <>r inv<'Sl<'d in the bonds dcsignatc.d by this act as authorized invest-· 

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

5 suc.11 moneys are inv<'ste<l shall be known as the segregated fund 

6 If an association at any time af tcr an order of segregation has-

7 become effective has no liability except to its shareholders arising from 

8 the ownerf'hip of f'hares it may with the. written c-0nscnt of tho dcpart-

9 1nont transfer to the segrrgate<l fund a port.ion or all of any cash· 

10 which it DH\~· h:we on hnnrl nnd bonds if nny designated by this act as 

11 authorized inYc.!'trncnts Cash 111111 bornls so transferred &hall becomo a. 

] 2 put of the segr"gated fund the frnme as though paid into the segregated' 

18 fiuul b~· thl' )':hnrrhol<lcrs who~" shares arc not pledged to the as::.o-

14 cintion as H'<'lll'ity for loans in proportion to the p:utic-ipation value 

16 of their shal'cs on the date that the order of segregation was is.sued 

16 Such segregated fund slrnll not he subject to any attachment issued on 

17 a judgment obtained by any creditor or sliareho1der of the as!lociatiou 

18 Dnriug the period of segregation the segregated fund shall be 

477-SW-2 
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1 available exclusively for the benefit of tho ~haroholders who 1)1:ide such 

2 . payments or for whoso benefit the trruisfor of cash an~ bonds was mado 
. ...'.:·, 

,3 and may be withdrawn during stlf.•.h period of segregation upon thirty 

".· 
4 days, written Mtice 

5 * * * 

6 Section 12 Subsection B o! ~ection 811 of tho act amended April 

7 20 Hl49 (P J, 656) is nmended to rCtld 

8 Section 811 Prnhihition Upon Acc{'>pting Deposits or Discountiug 

9 Commercial Paper * * * 
~ ~ 

10 B An assoohttion sl1nll 11ot pt11\•l1niio or 1Jiscount :rny note bill of 

11 cxehange draft or otJrnr l'Onllll<Jl'\'inl pnpor cx~opt thttt the prohibitions 

12 of this subsection shot! not ho co11~tl'H<'1l to apply to nuy ffiMeeuPed loan 

13 [or investment irnmrod under '1'tlo f of tho National Housing. AQt~ 

14 for property repair 01tor11tlon or impN.WC'mcnt which is specifically 

15 authorized by this act AND '\'JIIOH CONFORMS TO SECTION 014 

16 HEREOF AND SUOlf HUI.ES AND HEOULA'flONS HELATING 

17 THERETO AS MAY Jlg PHESOHIBED RY 'l'IIE SECRETARY OF 

18 BANKING AND THE BUii.DiNO AND LOAN BOARD 

19 * * * 

( f 
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1 Section 13 Clause (3) of subsection A of section 903 of the act 

2 amended October 14: 1955 (P i1 696) is amended to read 

3 Section 903 Security for )fortgage Loans A Au association shall 

4 grant mortgage loans to its shareholders or to any person intending to 

5 become a shareholder upon the following security ouly 

6 .. • .. 

7 (3) The bond of the borrower secured by a mortgage upon real 

8 estate O\\JlC(l by the borrower in foe simple or in which he has a lease· 

9 hohl interest as tenant under a learo such mortgage Leing for n.n amount 

10 not to excee<l one-half of the amount of the loan such portion of the 

11 lonn to bo known as the straight-mortgage portion of the loan and a 

12 bond !or the renrninder of the loan secm"Cd Uy tho h~nsfcr and vl,cd~ 

13 to tho ~ssooiation of installment shares in such association whioh belong 

14 t.o tho bon'Owcr and which have a par value at least equal to the amount 

' 15 of smoh remainder of the 1-0an and further scClncd hy a mortgage upon 

16 tlw l"('A] (':>,t.atc or leasehold interest as afort"said for an amount equal 

17 to snch re11.11rumler of sud1 loan such remainder of snch loan to be 

18 lwown n~ tlie share-mortgage portion of the Joan A Joan Eecurc<l by 

19 h6tl1 a straight mortgage and a !>hare motigagc in this manner shall 

20 be lrnown as a split-mortgage loan A split-mortgage loan may also be 
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1 in the form of R single bond arnl mort{;age whkh meets all tho roquiro-

2 rueu.ts o{ this section 

3 'lno strajg}it-mortgage portion of a split-mortgago loan shall not 

4 be secured by shares and an aE-Sodation ~1all not charge fines upon 

5 such portion of the loan 

6 An a~odation shall uot deninnd payment of the sfraight-mo1igago 

7 portion of a E:plit-mortgago loan except in case of a default by the 

8 borrower in the terms of the loan until t11e share-mortgage portion of 

9 suoh loan bas been repaid in full by the [maturing of tho shares 

JO assigned or pledged as H'cnrity therefor] shares nssignocl or pl~ 

11 therafor being d~larerl fully paid or by any other niethod Upon. such 

12 payment of the share-mortgage portion of a split-mortgage loan an 

13 association slrnll either <lcm:111d alHl enforce payment of tho straight-

14 mortgago portion of tl10 loan or convert" such loan to a sl1nre-mortgage 

15 loan or to a direct reduction mortgage loan upon tho transfer and pledge 

16 to the association of installm<'nt slrnres in sul'11 association which belong 

17 t-0 the borrower and whid1 have a par vnluo at 1ca$t equal to the amount 

18 of such loan or of ono tlirt>rt r<'duction loan sJ1are in such association 

19 which belongs to the borrower 

!!O * * * 
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1. Section 14 SuLicction A of section tl03 of tho a~t· is amc"tided by 

2 arlding at the cud thereof a new c1anse to read 

3 Section 003 Security for )fortgage loans A An association ~hall 

4 grant mortgage loans to its shareholders or to any person intcnrling 

5 to become a shareholder upon the following security only 

6 * * * 

7 (5) 'flic Loud of the horro,ver ~ccurcd by a mortgage upon real 

8 estnte owned by the borrower in foe simp1e when the horrow~n- shall 

9 uso tho fuads derived by him fl\ml said mortgage for the ac'luiKrtfon 

·.· 
10 and developm~nt of land or where <he mortgagor has title to the limd 

11 then for its development for primarily residential us..'lge .Any such 

12 ~rt~1ge shall not exec~ sixty per ccntum of the value of such real 

13 cstt.t~ security therof or as of the completion of the development Any 

14 such loans ~hall he repayable within three years and the int.erest. on 

15 any im~h loan ~hall be payable at least semi-annually No a~ation 

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

17 its in,.-estments in Joans under this subsection would exrood five per 

18 centun1 of the participation value of its sliares Said five per oontmn (}f 

19 the participation value of its shares shall be in addition t-0 any other 

20 limitation on. the percentage of. its assets which may be i~ in. 
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1 straight- mortgage loans nnd loans on other than one to fO\rP-farnily 

2 properties . 
3 * * * 

4 Section 15 Subsections n and 0 o( El'clion 003 of tho act amended 

5 June 21 1957 (P I. 366) are Arncnd<'cl to r£':td 

6 Section 003 Sccurit~· for Mortgage Loans * * * 

'l B [An] ·Except as othcrwiso }1C>reinl\ftor pro\·ided an aAAoc.iation 

8 shan not grAnt nny mortgllgc J-0an 11pon rC'ftl property owned b~· the 

9 borrower in foe simple un)e~s the mortgage S12cnrin~ such loan is a first 

10 lien upon 11Mncumbercd improwd r<'al propetty [tho improvement 

11 being a dwelling for not mote tlrnn twchc families which is ns~-l or to 

12 be used in who1e or in part for residential purposes] excluding theaters 

13 and factories or upon real property upon whieh [such] an improvement 

14 is in the process of constmetion situated anywhere within the Com-

15 monwealth or within fifty miles of a boundary thereof or where it is 

16 JlOt a first lien upon such property every equal or prior lien is owned 

17 by the association 

18 An association shall not grant any mortgage loan secured by a 

19 mortgage upon a leasehold interest in real property leased to the bor-

20 -rower as tenant under a lease unless (1) the property so leased is im-
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1 proved real property [tho improvement being a dwelling for not more 
- - - " ~ . . -

- . 

2 than tweh-c families which is used or to be used in whol(\ or iu part 

3 for residential purposes] excluding theaters and factories or u11le~ 

4 [such] an impr~cment is in tho process of oonstruction thereon 

5 sitMted anywhore within the Oommonwcalth or within fifty miles of a 

6 bo1uidary thereof and (2) the loan on a leasehold interest otherwiso 

,, 
7 confonns to such rules and regulations as may be preooribe1l by the -

8 ~retary of Banking with tho approval of the Building and Loan Board 

9 .An association shall primarily confine its mortgage lending to 

10 direct reduction interest reduction and share mortgage loans secured 

11 by residential real propcrlJ which is used or to be used in whole or 

12 [in part] a substantial portion of whicl1 is used or t-0 be used as a 

13 dwelling for not more than four families ancl on such property may 

14 lend an amount whiclt together with any other outstanding loan held 

15 by such association and secured by a mortgage upon the samo property 

16 or leasehold interest does not exceed eighty per centum of the fair 

17 market value thereof An asRociation may howe'fer inYest. an amount 

18 not to exceed an aggregate of [fifteen] twenty per centum of its total 

19 assets in mortgages without provision for monthly amortization as here-

~O inbefore provided and in mortgages of real property other than one to 
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'· ·· · 1 four family property on which the mnximum loans ~hall not oxcced the 

2 following pcr~enft'lgcs of fair market Yaluo so\·cnly·fhc per ccutum of 

;•" 

8 the yalue of fh·e or six family re~iucntinl property ~ixty per coentum 

4 of the \·alue of rcsiJcntinl pro1)crty for moro than sil(; fomilio~ but for 

6 not more than twelve families and fi!t.v por ccntum of tho value of 

6 ~ther irni>ro·rnd incomc·producing proportics excluding tl1cat()l'S and 

7 factories Provided howe\•cr That any mortgage loan may bo inc1~11.sed 

I by the withdrawal value upon the day of tho granting of such losn of 

9 shares to ho assigned or pledged to tbs association by tho borrow~r 

10 or by any othe.r shareholder as additional security for such loan Any 

11 additional sliares assigned or pledged as additional collateral security 

12 for the mortgage loan by tho borrower or any other shareholder may be 

13 released by the as~ocfation whenever the mortgage loan otl1erw-ise meets 

14 all of the requirements of this act and could ho legally made at the 

15 time of release without the requirement of additional collateral Pro-

'' 16 vided also That an association may accept and hold additional collaterlll 

17 of any kind if the loan meets all of the requirements of this 11.<!t and 

18 could have been legally made without such additional colfaterfll 

19 Without regard to the limitations set forth in this subseeti.on an 

20 association may grant any mortgage loan which is insured or guanmteed 
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1 in whole or in part by the United States or any instrnrncntality thereof 

2 or if there is a commitment to .so insure or guarantee Provided That the 

3 real estate security therefor shall be a building [used or to ho used in 

4 whol~. or in part for re~itleutial purposes] situated within the Common· 

5 we~lth or with.in fifty miles of a boundary thereof An association may 

6 also purcl1asc and take au as.sigmneut of any such insured or guaranteed 

7 mortgage lotm whil•h is secured b.v a dwelling for not more than four 

8 families situated outside of the aforesaid lendiug arC'a Provided 'l'hat 

9 (1) the seller and assi~nor is an association or corp1lration insured hy tho 

10 Fe<leral SaTings and I..oan Insurance Corporation or the Federal Dcpoait 

11 Insuranoo Corporation (2) that the real estate security is situat('({ within 

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

13 seller and assignor agrees in writing to service the loan tmtil it ia 

14 repaid in full 

15 No association shall make any loan for the acquisition aud develop~ 

16 ment of land for primarily residential usage unless its general reserves 

17 surpl~ and undivided profits aggregate a sum in excess of fi'ro per 

18 c.entuin of the participation value of its shares Said mortgage and ita 

19 acc-0mpanyin1' bond shall require development of the real estate security 

20 to be commenced in not more than nine months after the date of suM. 
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1 instrnmcnts and shall provide that tht' loan is in default in t.hc event 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

tl!.at the development has not been commenred on or before the ex· 

piration of such nine months No association sh.all (1) before conuucncc· 

ment of the development of the rool eatat-0 security for a loan made 

pursuant to the provisions of this section <lisburrn from the }lfocceds of 

such loan an amount equal to more than sixty per cen tum of the ya Jue 

of such rcRl estate security nl the time t]w loan is made and prior 

to the commcmccmcnt of tho dcYclopmcnt thereof or (2) after com· 

mcu<'emcut of such devclopm~nt nnJ prior to t11c completion thereof 

rnnk<' any clislmrsl'ment of such lJOan prO<'ccJs when such disbursement 

to~ctl1or with all pt·ior disl111r~emcnts c>xccrJs sixty per centmu of such 

\·aluc of tho real estntc !'C'l.'urit.r pJus sixty ,per centum of the ~ost Of 

such development Rt the <late of such disbur~ement Provide<l 1'h~t in 

no event shnll moro thnn eighty-five per ccntum of the principal ob­

ligation of tho loan be disbursed prior to the completion of the de"'3]op­

ment of tho real estate security for such loan 

The pro\•isions of this subsection shall not be construed to apply 

to a purchase money mortgage taken by an association upon real property 

()r leasehold interest in real property owned by it nor to the readjustment 
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1 or refinaneing in m1y other manner of a mortgage loan owed to the 

2 . . 

association upon the effective date of this act 

3 C [An] On mortgages secured by oue to twelve family rcsi.dential 

4 properties an association shall not directly or indirC'ctly grant loans to 

5 any one corporation or person [mortgage loans] to a total atuQunt 

6 [exceeding] in excess of ten per cent um of the participation value of 

7 its outstanding shares On mortgages secured by other improved income-

8 producing prorerties an aSllociation shall not directly or indirectly grani 

9 loans to any one corporation or 11erron to R totnl amount in ex~cM of 

10 ~ne per centnm. of the partidpation value of its outstandi11g ~hares 

11 In computing the total mortgage loans made hy an a8Sociation 

12 to an in<lividua) there shall he inelucled all mortgnge loans made by the 

13 association to a partnership or other unincorporated association of 

14 which he is a member all mortgage loans made either for his benefit or 

15 for the benefit of imch partnership or other unincorporated association 

16 and all mortgage loans to or for the benefit of a corporation of which 

17 he owns twenty-fiTe per centum or more of tho capital stock 

18 In computing the total mortgage loans made by an assoeiation to 

19 a partnership or other unincorporated association there shall be included 

20 all mortgage loans to its individual members all mortgage loans made 
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for tl1e benefit of such partrumihip 01· othcl' n11i11corporntc(l association 

or of any member thereof ant! all mortgago )o:tus to or for the benefit 

of any corporation o{ which tho part11cr:;hip or unincorporated associa· 

tion or any member thereof ow113 tw~nty-Hrn \ll~r ccntum or more of 

tho capital stock 

fo computiug the totAl mortg11go loans mnde hy !lll association to 

a corporation there shall Lo iucltlllcd nH mort~ago loaus made for tl10 

benefit of tho corporation and all mortgnge loans to or for tho ben~fit of 

any indi,,·idual who owus twonty·fivo per ccutum or more of the capital 

stock of such oorporation 

A mortgage loan shall be deemed to be rnado for the benefit of a 

corporation or per$On to tho extent that tlie proceeds of such loon3 

are credited. or transferred to such corporation or person 

* * * 

15 Section 18 Subsections A and B of seotion 911 of the act amended 

16 March 15 1937 (P I~ 63) are amended to read 

17 Bection 911 Repayment of IAJans before [)faturity] Shares are 

18 Declared Fully Paid A A borrower shall havo the right to repay a 

19 loan to an association at any time before the [maturity of tl1e sh1ues 

20 !lieC'Uring such loan] s.hara3 ~ecuring such loan are dedareJ fully paid 
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1 unless the by-laws of an a1'sociation provide tlint surh repayment can be 

2 ·made only at a, regubr meeting of the board of directors of such 

3 association 

4 · · B When a borrower r<'pays a loan to an nssoriation lJefore the 

5 [maturity ·of the shares securing such loan] sh.a.res securing such loan 

6 are declared fully paid he may 

7 (1) Pay the amount of tho principal of the loan in cash and have 

8 tho shares securing such loan retransf erred to him by the association or 

9 (2) In the ca:.;e of R mortgage loan apply the withdrawal value 

10 of th.e shares secnring such loan against tho principal of su.o11 loan and 

11 pay tl1c bal:rnre in cash or 

12 (3) In the c.asc of a share loan take credit for the withdrawal VRlue 

13 of the FhRus securing such loan up to the ru11ount of the principal of 

14 the loan and as to any balance i·emaining acquire the rights of a with-

15 drawing shareholder 

16 * * * 

17 Section 17 Subsection B of section 912 0£ the act is amended to read 

18 Section 912 Demand by .As.sociation of Payment of :;\fortgagc or 

19 Share I.-0a113 * * * 
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1 B Except as otherwise provided in this sectio11 an · associatiQll 

2 which is not in the J)()S~ession of the Secretary or Banking as receiver 

3 or of 11. liquidating trustee or liquidating trustees shall not oxcept upon 

4 a duh.ult by the borrower ha•;e tho pOW{)r to demand payment of any 

6 mort~agc Joan or share. loan until tho shares trausfcb:cd and pledged 

6 t() it <'.s ~curity for tho loan have [matnr~d] been declared folly paid 

7 * * * 

8 Soction 18 Section 914: of ihe act amended October 14 1055 (P L 

9 696) is anHmdcd to read 

10 Sect-ion fl14 [Tit]c I }'JIA] J,oans for Properly IlC>pair Alteration 

11 or Improw~ment Notwithstanding any other pro,-isions of this or :my 

12 other act an association may ~rant loans for the repair alteration or 

13 improvement of real property without the necessity of mortgage security 

14 Cwhcn] 'Vhen such loans are insured or will ho insured under Titlo I 

15 of tho National Housing Act approved the twenty-seventh day of 

16 June one thousand nine hundred thirty-four its amendments and supple-

17 ments [Such loans] they may be granted in any amount and on any -
18 terms permitted by [the said National Housing Act] that act or tho 

19 regulations i$Sued thereunder fbut the-} .AGGREGATE A1f0UNT OF 

20 
AT,T, SUCH LOANS HELD BY AN ASSOCIATION A'l' ANY ONlq 
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I [Tl.ME. SHALi_, NOT EXCEED .FIFTEJ<~X PEH CENTU~l OF ITS 

2 TOTAL ASSETS] When any such loan is not insured under 'l'itlo 1 of 

. 3 the Natio~al Housing Act the principal amount thereof shall not exceed 

-i thirty-five hundred d1Jllars ($3500) and the loan shall Le evidenced Ly a 

6 · judgment note whicl1 shall be recorded and must Le a first lien up.on t+ti--

6 enelimliePe4 in~proved real pro1ierty or a lien upon improved real prop-

7 crt~!_prio1: liens on which shall Le owucd Ly tho association Said judg-

. 8 mcut note shall require ~1:_ayment in ~~gular monthly iustalhncnts over 

9 a period uot cxccediu~ 1i¥e 'l'lIHEE years with interest at a rnte not <.~x-

10 cec<ling six dollars ($6) per one lmmlrcd dollarn ($100) 1icr annum upon 

11 the original face amount of tho note for the entire period of the loan 

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

13 paid prior to maturity a refund or credit shall be made to the borrower 

14 of t11at portion of the original interest charge which is unearne~ on the 

15 basis of tho number of months remaining to the original maturity date 

16 Interest chm·ged and collected as herein provided i::hall not Le deemed 

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

18 at any one time with or without. Title 1 Insurance shall not exceed fifteen 

19 per centum of its ftotalj- assets J.'hc aggregate amount of unpaid principal 
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1 due from any ouc borrower on all loans granted pursuant to this section 

2 shaJl not at an,y time exceed thirty-fiyc 1nm<lrcd dollar:; ($3500) Any such 

3 loan ma<lc without Title 1 Insuran('c shaJI also conform to rules and regu-

4 Jations which may lJC 11rl's~riLctl from time to time by the Secretary of 

5 Banking with the apprornl of the Building an<l I.-0nn Board 

6 Scc\ion 10 SubsC'ction A of section 1112 of the ad am~ndcd May 

7 16 1945 (P L 485) is amendcll to read 

8 Section 1112 Order of Prefcrenco in Distribution A The following 

9 shaU bo the order followrd by the liquiqating trustee or tmstees as the 

10 case may bo iu the distribution pmsuant to the provisions of this act 

11 of the assets of nny R$sodntion wl1icli is being liquidated in -pursuance 

12 of a plan of vo]uutnry dissolution 

13 First Auy reasonable C'xpcnsc incurred by tho liquidating trustee 

14 or trustee.a as the case may be in the numagement liquidation or di&-

15 tribution of the a5.$Cfs nn<l affairs of tho association any fee or other 

16 tiebt owing to the department for examinations or other services rendered 

17 or penalties incurred any othl'r e.laim of the Commonwealth of Penn-

18 sylrnnia and any other claim which is given a preference by law 

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

20 daim of a shareholder arising from his owner.ship of 8hares 
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1 , 'fhir(l Any claim of a. shareholder whether or not reduced to a 

2 judgment arising from his ownership of shares whether such shares 

3 be installment optional payment :full-paid prepaid [matured] fully paid 

4 . or anY other typo and whether or not notice of withdrawal of suoh 

5 shares has been given to tho association The amount of the cb.im Milring 

6 from each share shall be the participation value of such share less any 

'1 amount lawfully deductible therefrom by the ass~iation 

8 * * * 

·~ ·, 

We oortify that thfa bill hsit pae.sPJ the Sen11.tc and the HGuse of 

Repre6entatives. 

. ....................................... . 
Ohief Olerk, Senate 
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Pretddent pro tempor8, BeriaN 
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Speaker, Howie of Repreaent&tfne 

Approved The • • • • • • • . d&y of . . . . . . . . . . . . . . . . . . . . . . A. D. 1081. 
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