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THA G_ENERALASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 477 Teer

MESSRS. WAGNER, \[c\ﬂm'A\[l\' KROMER AND ROONEY,
IN I’LACE, APRII. b, 1061.

AS AMENDED ON SECOND READING, JUNE 2%, 1961,

AN ACT

Amending tho act of May 5 1033 (P 1. 457) entitled “An act relating:

to the husiness of building and loan aszociations providing for:
lhc‘ organization and voluntary dissolution of such associations
defining the rights powers duties liabilities and immunities of
such associations and of their officers dircctors shareholders so-
licitors and other employes prohibiting the transaction of business
in this Commonwealth by foreign building and loan associations
conferring powers and imposing duties upon the courts recorders

of deeds and certain State departments commissions and officers

xxrum.ncx—OAPlTAL LETTERS Indicate new matter added to bill. Rfatter .mma»m
to be omitted from bilt

Unde.rscorlg indicstes new matter added to existing law. [BrecXets] indicate matfer
at en from existing law.
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estabhshmg limitations of actions imposing penalties and rcpeal

iug certain acts and parts of acts” further defining and limiting

the rights powers duties and liabilities of such associations and
sharcholders AND further defining le:rms‘ fud athorining addi-
toual txpes of egimmq for momignge loans
The GAen.e-:ral_Assen‘x‘bly of the Commonwealth of Pennsylvania
hereby cnacts as follows
" Section 1 Subsectio;n A of séction 2 act of May 5 1933A(P L 457)
known as the “Building and Loan Code” is amended by adding after the
’ deﬁnitic;n of “Deﬁérg.m_ent” a ;1ew definition to read
Section 2 Dgﬁnitions A The following terms shall be construed in
this act to have thé following meanings except in those instances where

tho context clearly indicates otherwise

“Development 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 construe-

tion of buildings thereon for primarily residential usage
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‘ Section ‘Q('Subsec‘tion B of section 509 of the act is amended to

read

Scetion 5309 Determination of Sharehbldém of Record

* % 0%

B I[&lders of [matmed] fully paid shares or holders of shares
which have been voluntarily 6r involuntarily withdrawn or holders of
shares who ]mvo; not assented to or have dissented from a merger or a
consolidation shall he entitled to notice of and to vote at any meeting of
shareholders until they shall have been paid in full the amount lawfully
dite them on account of their shares The exercise of such right to vote
at & 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 either voluntarily or involuntarily or of their failure to
assent to or their dissent from a plan of merger or consolidation

* x* X

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

(P 1. 424) are amended to read
Seetien 604 Membership or Withdrawal Fees Other Charges An

association shall not levy upon any shareholder or upon any corporation
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or persen intending to becorie a sharcholder any fee or any other charge

not specifically permitted b,v. -thl‘.»-!s act

An association may levy upon any holder of inslallm;nt shares or-
upon any corporation or person inlgnding to bec;orne a holder of in-
stallment shares a mombership fee whick shall not exceed one-eighth of
one p-er centum of the par value of each installment share subscribed to
by such shareholder corporation or éerson All membership fees so paid
shall be credited to the general profit account of the association and shall
not be credited as dues in the passbook or other receipt issued to the

sharcholder Upon the voluntary withdrawal before [maturity of in-

stallment shares] said shares are declared fully paid an association may

charge such withdrawal fee as the by-laws may provide Any withdrawal

feo shall be expressed in the by-laws in terms of a percentage of the

_participation value of the installment shares withdrawn

Section 608 Shares Held in Name of Minor Any association may
issue shares in the name of any minor not less than twelve years of age
and shall pay the dividends or earnings thercon as well as the with-
drawal or [maturity] fully paid value of such shares to such minor

without the assent of his parent or guardian The receipt acquittance or
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other action required 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 capacity as parent or guardian imve the
-power to attach or in any manner trausfer any shaves issued to or in
the name of such minor

Section 4 Section 609 of the act is amended to read -

Scction 609 Shares Held 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 assoeiat_ion shall not pay any dividends or éarnings thereon
‘or the withdrawal or [maturity] fully paid value thereof except upbn
proper receipt acquittance or other action as the caso may be of ail "i‘)-f
such persons unless at the time of subscribing to the shares or at'a
subsequent time all the partics agree io a Aiﬁerent arrangement asnd
gi\;e the associalion written notice thereof

B Whenever shavi-es of an association shall be jssued in the naﬁéﬁ
‘of two or more p‘erédns and su'ch shares shall have been subscribed for

under an arrangement with the association wheréby the dividends or
" garnings thereon or the withdrawal or [maturiiy] fully psid value

' thereof may be paid upon receipt acquitfance or other action as the casé
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may be of either or ’an_y of such persons the association may'ps;y such
dh’i«lends'éarningé withdrawal value or ‘[maturity] {ully paid value npvon
~suoh receipt acquittance dr other gction as th‘c case may be of eithor or
any of sucix persons pursuant to the arrangement provided for in this
scetion ndtwithstandfng the fact that one or more of ‘the othier persons
may be dead and the as;%o('iation has notice thercof

C This section ehall not be construed to affect shares in the names
of a hushand and his wife

Section 5 Section 610 of the act amended Octalier 14 1088 (P 1,
696) is ‘amended to read

Section 610 Death .Of One Holding Shares as T'rustee Whenover
shares of an association shall be issued to any person deacribiug himaelf
in subseribing for such shares as trustee for any person or poersons and
no other notice of the existence and terms of a valid trust than such
description shall have been given to the association the dividends or
earnings on such shares as well as the withdrawal or [maturity] fully

m—re

paid value of such shares shall in the event of the death of tho person
so deseribed 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 sge Payment shall be
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made to any such beneficiary who is net less than sixteen years of age

under the samne conditions as if such shares had been originally sub-

) scribed for by him If there are two or more benefioiaries named on any
such slfares the asscciafion shall in the absence of written notice to the
contrary make payment to such of the beneficiaries as may survive the
trustee in equal portfons The recéipt or acquittance of any such bene-
ficiary or beneficiaries for payments made in accordance with this section
shall be & full complete and valid release of the association from any
further liability for tﬁe amounts so paid

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

1945 (P L 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
paynmient or any installment share as the case may be unless it shall have
on hand sufficient funds to pay such withdrawals immediately and untii
all optional payment or all installment shares respectively issued prior

to the date of issuance of such share have first been voluntarily or in-
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9

voluntarily withdrawn In the case of installnent shares issued in series

such compulsory withdrawal shall bo pro rata among the shares of the

same scries

® ¥ ®

Scetinn 7 Section 615 of the act amended May 15 19435 (P T, 485)

- and June 21 1957 (P 1. 366) is amended to read

. Scction 615 [Matured Shaves A Installment shares shall be de-
clared matured by the board of. directors of:an association wheuever
the dues paid thereon by .the sharcholder plus the dividends credited
thereto equal the aggregate par value of the installment shares sub-
scribed to by such shareholder Notice of such maturity shall forthwith
be given to the holder of such shares and at the option of the holder
thereof such shares shall be listed for payment as withdrawn shares or
with the consent of the association such shares may be converted into
full-paid shares or into optional payment shares If the shareholder does
not elect one of the options within thirty days after maturity such .
shares shall immediately be converted at the 6ptiop of the association

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

9 as withdrawn shares] Fully-Paid Shares A Installment shares shall

be declared fully paid by the board of directors of an association
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whenever the ducs paid thereon by the shareholder plus the dividends

credited thereto cql'ml) tho aggregate par value of the installment shares

subseribed to by such sharcholder

Upon being deelared fully paid the association shall inunediateiy

convert such shares to full-paid shares or optional payment shares or a

combination thercof and the sharcholder shall be notified promptly of

such conversion

"B If the shares thus declared [matured] fﬁlly paid have not been
pledged to the association as security for a loan the association shall
" before making payment or converting such shares deduct an amo@t
equal to any delinquent fines or other charges due it by such shareholder

C If the shares thus declared [matured] fully paid have been
pledged to the association as security for a loan which is secured also
" by 2 mortgage upon real property then the mortgage shall be forthwith
satisfied upen the payment of any delinquent fines or other charges due
the association and 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 fee of ten cents per mile if the place of busines; of the

association i3 not located in the county where the mortgage is to be

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

. pledged to the association pursuant to a loan upon which the sole

security is sucﬁ shares the note shall be forthwith ca<ncelled and the
a_r’zi‘o\_.mt- of jt.ho loan _t;)gether with the amount of any delinquont fines
or oth‘é_r‘charges' due the aséociation shall be deducted from the partici-
patien v-alue 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 h}n-e been declared matured which aré not pledged to the asso-

ciation as security for a loan] converted into full-paid shares or optional

payment shares or a combination thereof and the shareholder shall be

notificd promptly of such conversion

 Bection 8 Subsection D of secticn 616 of the act amended May 15
1945 (P 1. 485) is amended to read
Section 616 Order of Payment and Furds 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 heen 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

bouds or cther obligations of the Unked States of the Commonweslth

of Penn-sy]vs{nia;)f the Federal Home Loan Bank Boand of a Fedoral
‘}Iéme Loan B>a-nk or of th; Federal Savings and Foan Inaurancé Corpo-
ration owned by the 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 Subsection C of section 018 and seetion 630 of the act
amended Juno 21 1957 (P 1. 366) are amended 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
aceount Dividends shall be declared on all types 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 [maturiug iustallment shares] having instailment shares be-

come fully paid special dividends may be declared between regular

dividend dates to instaliment shaves nearly [matured] fully paid and
; —r = T

special dividends may also bo declared between regular dividend datos to

" installment optional payment and full-paid shares in the case of with-

drawal between dividend dates Such special dividends shall not be de-
clared unless justiied by the carnings for the current period and shall
not in any event exceed the rate of the last regular dividend on the same

type of shares

¥ x %
serves whiah chall he used solely for the purpose of abserbing lowes
Suek reserves vhall eonaist of any of the fellowing a reserve for eontin-

gent losses a weserve for bad debis a reserve for losses en wnincured

improvenient loans e hereinafter provided and in the case of an asseet

suranee Corporation a Federal insuranece reserve IWhenever the general

recerves of an ascoeintion sre not equal to at least eight per centum of
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cafepunrd the interests of the eharcholders of cueh asseciation Sueh
reserves mny bo loaned or mvested i the came manner oo i authorized
by this aet in the ease of other funds of the asceciation

If due to a reduction of the sscete of ap ascociation or duo to eny
m&mméﬂ;mémﬁsaé&éeﬁe}iﬁ&emn%
hes autherized or dirceted the erention of such roserves in oweeds of
twenty per centum and they exceed the mmount anthorized or directed
by the department the smount abeve twenty per eentum or sueh other
- amonnt a3 has been autherized or diveeted by the department may be
transferred at the next regular meeting of the beard of directers to the

szeneral profit account of tho ascecintion
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which jansuant to the suthority of seetion DLt of this et has made

cured wides Jitle I of the National Housims et ehall ench year enedit

to & reserve for losses en such loans in additien to all ether reserves re-
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exvead twdntx per eentin of tho esgregate wupaid balunees of all sueh

lonts vittotanding ne farther eredits need then be mnde to sueh reserve

atd the exeess above caid bwenty per eontum may with the approval of

-Section 10 Subsection A of section 802 of the act amended April
20 1949 (P L 658) is amended to read

Section 802 Power to Borrow Money Issuance of Notes Pledging
of Collateral A An association may by resolution of its boar(i 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

participation value of shares which have not been pledged to the associa-
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- tion as security for mortgage loans or which have not on the date of

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

of withdrawal hﬁs‘ not on such date been given Provided That the mmount
of all existiﬁg share loans shall be deducted in determining the participa-
tion valus of shares And provided further That at any time an associa-
tion has' shares listed for payment as withdrawn shares whiel it may be
,unable to pay in full within thizty days without borrowing an amount
in excesé of the limitation afo-rcsaid such association may borrow such
larger amount as may be necessary to meet tho association’s withdrawal
demands subject to the prior written approval of the department

* * ¥

Scetion 11 Subscotion D of section 802 and subsection A of sec-
tion 808 of the act amended May 15 1045 (P I, 485) are amended to
read

Section 802 Power to Borbrow Mouey Issuance of Notes Pledging
of Collateral * * ¥

D An association shall not grant any mortgage lean 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 Unitéd States Govevmmex»)t other than national banks exceeds fifteen
per centura of the'participaﬁon value of shares which have not be-en
pledged to the association as security for mortgage loans or which have
not been [matured] fully paid or for which notice of withdrawal has
not been given The amount of all existing ;hare loans shall be deducted
in determining the participation value of shares This provision shall
not beiconstrum’i to éﬂ'ect the right of an gssoaiation to readjust or other-
wise refinance any moftgage loan which it has granted

Section 808 Segregation of Dues Upon Order of Department A
Whenaver it shall appear to the &eparlment that the affairs of an ag-
sociation are in such condition that the action hereinafter provided in
thia section is justified the department may by written order issued in
the manner provided by law direct that all payments made thereafter
on account of shares which have not been transferred and pledged to
the association as security for lqang shall be segregated from the other
assets of the association and that the association shall not grant any

further loans make any payments on account of withdrawn or [matured]

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

count of the principal of any loan until such order is revoked in \Vl‘it-- :

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

- ou deposit in a depository eelected in the manner provided by this act
~or invested in the bonds designhted by this act as authorized invest-
ments fo; associations The money so segregated and the bonds in which
such monseys are invested shall Be known as the scgregated fund

If an association at any time after an order of segregation has
become effedtive has no iiagiﬁty except to its shareholders arising from
th-e ownership of shares it may with the written consent of the depart-
mont transfer to the segrog#ted fund a portion or all of any cash
which it may have on thand‘ and honds 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
fumi by the shareholders whose shares are not pledged to the asso-
ciation as security for loans in proportion to the participation value
of their shares on the date that the order of segregation was issued
Buch segregated fund chall not be subject to any attachment ki»ssued on
a judgment obtained by any creditor or shareholder of the association

During the period of segregation the segregated fund shall be

4717—SW—82
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available exclusively for the benefit of tho sharcholders who made such

, ﬁaymexxte or for whose bgngﬁt the transfor of é#sh aﬁl& bonds was mad‘e‘ 7
- and may be withdrawﬁ during such peried of segregation upon thivty
days’ written notioe
* * *
m%s«%«eﬁenke{ﬁWMMé&emmw
A_%MﬁlLﬁéﬂ)iémméedéefeﬁd~
B An sesecintion chall not purehacse or diseotint aux notd bill of
exehangs drafe 9#94%&* eontmereial paper oneept thet the prohibitions
of thia subscetion slinll not be constrited to spply to any loah for tnvest
ment nentad dnder Title T of the MNationa) Heusing 2ot} for property

répair alterntion or hnprovertent which i epecifieally awthorizad by this

aet and which eonforms to seetion 814 Hereof and sueh ruleo asd repgw-

Jations pelating theseto an max be preseribed by the Seeretery of Bank-

ing and the Building end Losn Beard

x x X
Seetion 43 12 Clause (3) of subsection A of section 903 of the act

amended October 14 1955 (P L 696) is amended to read

PRSI
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Seotion 903 Security for Morlgago Loans A An association shall
grant mortgage loans to its sharcholdors or to any person intending to
be‘come a slmrehoidqr upen tho following sccurity only
4 x ¥ |
(3) The bond of tho berrower sccured by a mortgago upon real
estate owned by the borrower in feo gimplo or in which he has a lease-
hoHW 'mterést as tena_ht under a leaso Such mortguge being for an amount
not to cxceed onc-half of the amount of the loan such pdrtion of the
loanrto bo known as the straight-movtgago portion of tha loan and a
bond for the remainder of the lonn scemved 1oy tho transfer and pledge
to the association of installment shares in selt assaciation whioh bolong
to the borrower and which have a par value at least equal to the amount
of such remainder of the loan and further sccured by a mortgage upon
the real estate or leaschold intorcst as aforesaikd for an amount eqﬁal

to such remainder of such loan such remainder of such loan to be

known as the share-mortgage portion of the loan A loan secured by

both a straight mortgage and a sharoc mortgage in this manner shall
"be krown as a split-mortgage loan A spli-mortgage loan’m.ay also be
in the form of a single bond and mortgage which meets all the require-

ments of this seetjon . . . .
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Tho straight-mortgage portion of a split-mortgage loan shall not
be sccured by ehares and an association shall not charge fines upon
such portion of tbe; ioau"

An association shall not demand payment of ihe straigiit-nloxigage
portion of s.i'split-morl'gage loan except in case of a default bj-r the
borrower in the téfms Of, _t}.10\108n until the share-mortgage portion of

~ such losn has been rep#i(i in full by the (maturing of ‘trhe shares

assigned or pledged as security therefor] shares assignod or pledged

" therofor béing déc]ared fulij paid or by any other method Upon such

payment of the sﬁaré-mortgage portion of & spiit-mbrtgage loan ‘an
assooiation shall either demand and enforce payment of the; straight-
morfgage portion of the loan or converrt' such loan to a shafe-niortgage
loan or to & direct ré;luction. mortgago .1oan.upou the transféf énd 'pledge
to the association of installment shal;es; 'invsuch association which belong
to the borrower and which have a par value at least equal fo the amoust
of such ibaﬁ or of one direct reduction loan éhs;re in such association
~ which belongs to the borrower
TR O® 0%
© " Section 14 18 Subsection A of section 993 of the act is amended by

“adding at the end thereof a mew clause to read
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. Secction 903 Security for Mortgage Loans A An association shall

grant mortgage loans to its sharcholders or to any person intending

to become a shareholder upon the following security only

% X %

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

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

uso the funds derived by him from said inortgage for the acquisition

and 'developmént of land or where the mortgagor has title to the land

then for its ‘development for.primarily residential usage Any. such

morigage shall not oxceed sixty per centum of the value of such real

estate socurity 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 assoeiation

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

its_investments in loans under this subsection would exceed 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 assots which may be imvestod im
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straight mortgege loans and loans on ofher than one to fowrfamily

pr‘oEefrties

* ¥ ¥

Sn‘ction 15 14 Subsvcctions B and C of section 903 of the act amended
June 2 1957 (P L 366) are amended to read

Bectlon 003 Becurity for Mortgage Loans * * *

B [An] Ixcept as otherwise hereinafter provided an assoclation

shall nat grant any morigage loan upon repl property owned by the
borrower in fee .‘simp]e unlcsﬁ the mortgage securing such loan is a first
lien wpon wnnencumbered improved real property [the improvement
being a dwelling for not more than twelve families which is used or to

be used in whole or in pa.rt for residential purposes] excluding theaters

and facAt‘ories: or upen real pl‘0p;rty upon which [such] an improvement
fs in the progess of construction sitvated anywhere within the Com-
monwealth or within fifty miles of a boundary thereof or where it is
rot a first lien 'up.on such property every .eq.ual or prior lien is owned
by the association

An assoclation shall not 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 pfope’rty fthe improvement being a dwelling for not more

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

for residential;purpb,ses] oxcluding theators and factories or unless

[such] an improvement is in the process of construction thereon
sitnated anywhere \\'il]lil]jtllﬁ Qommonwealth or within fifty miles of a
boundary therveof and (2) the loan on a ‘leasehqld !nteresf otherwise
conforms to such rules and regulations as may be preseribed by the
Secretary of Banking with the approval of the Building and Yoan 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 togcther with any other outstanding loan held
by such association and secured by a mortgage upon the same property
or leaéehold interest does not excced ofghty per centum of the fair
market value thercof An associntion may however invest an amount
not to exceed an aggregate of [fifteen) _tl\_gx_l_tz 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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ufou_r family property on which the maximum loans shall not exceed the
foHowing percentages of fair market value seventy-five per centum of
the value of ﬁye or six family residential property sixty per cemtum

~ of the value of resideﬁiial property for more than six familios but for

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

other improved income-producing properties excluding theaters and

factories Provided however That any mortgage loan may be increased
bj the vs;ithdrawal value upon . the day of the granting of such loan of
shares to be assigned or pledged to the association by the borrower
or by any other sharcholder s;s additional security for such loan Auny
additional shares assigned or pledged as additional collateral security
for the mortgage loan by the borrower or any other shareholder may be
released by the association whenever the mortgage loan otherwise meets
all of the requirements of this act and could be legally mado at the
time of relesse 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 subsection an

association may grant any mortgage loan which is insurad or guarenteed
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in whole or in part by the United States or afiy instrumentality thereof
or if there is a commitment to so insure or guarantee Provided That tllb
real cstate 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 thereof An association may

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

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

families situated outside of the aforesaid lending arca Provided That

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

Federal Savings and Loan Insurance Corporation or the Federal Deposit

Insurance Corporation (2) that the real estate security is situated within

“the vegular lending area of the seller and assignor and (8) that the

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

repaid in full

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

ment of land for primarily residential usage unless its general reserves

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

centnm of the participation value of its shares Said mortgage.and its

accompanying bond shall require development of the real estate security

to be commenced in not more than nine months after the date of such




1002uvPrimer’s No. 26

~ inetruments and shall previde that the loan is in dofault in the event

that the development has yot been commnienced on or boforg the ox.

piration of sych nine months No association shall (1) beforo commence-

" ment of the dewvolopment of the roal esiato security for & loan made

pursuant to the provisions of this section disburse from the procceds of

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

of such_real estate security at the time the loan is made and priov

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

mencement of such development and prior to the completion thereof

make any disbursement of such hoan proceeds when such disbursoment

together with all prior disbursements exceeds sixty por centum of such

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

such development at the date of such disbursement Provided That in

no event shall more than eighty-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 security for such loan

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

or Jeasehold interest in real property owned by it nor to the readjustment
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or refinancing in aziy other maﬁnér of a mqrtgage_logn’owed toﬂtr’he g

aesooiation upon the effective date of this act

O [An] On morigagea secured by one to twelve family residential

propsrties an association shall not direotly or indirectly grant logns to

~ any one corporation or person [mortgage loans] to a total amount
{exceeding] in oxcess of ten per centum of the participation value of

its outstanding shares On mortgages secured by other improved ingome-

producing properties an association ghall not direotly or indirgetly grant

loans to any one qorperation or person ta a total amount in excess of

ene per contum of the participation value of its outstanding shavep

In computing the tota]l mortgage loans made by an association
to an individual there shall be included all mortgage loans made by the
association to a partnership or other unincorporsted association of
which he is & member all mortgage loans made cither for his benefit or
for the benefit of gmoh 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 ths tqtal mortgage loans made hy an association to
a partnership or other unincorporated association there shall be inoluded

all mortgage loans to its individual members all mortgage loans made
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'£0r the- beneﬁt of such partnershlp or other unincorporated association

or of any member thoreof and all mortgage loans to or for the benefit

‘of any corporation of which the partnership or unincorporated associa-

tion or any member thereof owns tweﬁty-ﬁve por centum or more of
" the capital stock
in computing the total inortgage loans made by an association to
' a‘:t‘;prpoyx'"ation there shall be included ail n;pft-gage loans maﬂe for the
. benefit of the corporation and all mortgage loans to or for the benefit of
* any individual who owns twenty-five per centum or more of the capital
stock of such corporation
A mortgage loan shall be deemed to be made for the benefit of a
corporation or person to the extent that the proceeds of such lonns
are credited or transferred to such corporation or person

* * ®

Section 8 15 Subsections A and B of section 911 of the act amended
" March 15 1937 (P L 63) are amended to read
Bection 911 Repayment of Loans before [Maturity] Shares are

Declared Fully Paid A A berrower 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 suc¢h loan are deélaréd fully. pa"id'
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unlézs the by-laws of an association provide that such repayment can be

mado only at a regular meeting of the board of directors of such

association
B When & borrower. repays & 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 the balance in cash or

(3) In the case of a share loan take credit for the withdrawal valu_e
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-

draﬁving ghareholder
* * #
Section % 16 Subsection B of sectipn 912 of the act is amended to
read
* Section 912 Demand by Association of Payment of Mortgage- or

Share Loans * * #
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AB Except as otherwise provide‘d in this section an association»
which is not i the possession of the Secretary of Banklug a¢ receiver
‘c-r.cv;vf ] quuidatiné trusteo or liquidating trustecs shall not excopt upon

“a default by the Mrrower bave the power to demand payment of any
"mortgaga_ loan >or share loan until the shards transferred aud pledéed

to it as security for the loan have [matwred] beéh déclared fully paid

*x % »
BesHen 18 Beotion 914 bf the met mmended Oeteber 14 1956 R L
608) i atnunded {0 read

Suation 944 {Title I EIAT Teans for Property Repain Alteration

or Improvement Netwithstanding any other previsions 6f this er anx

othex aot nn dodseieton war prant losna for the vepeie elteration or
huproveient of ketl propoaty: withent the noetcsity of mertgago teeurity
" Prben’) Wihen oneh loans e Iowsed o whll bo inswred wides Title I
of the National Housing Aet approved the bwentyecventh day of
June ono thousand nino hundred thirtyfous ite muendmente bnd supple-
ments {Such loans} they may bo geented in by dmount énd on any
terms permitied by fthe eaid National Housing Aet] thet 46t or the

Joans held by an assoeiction at any one time chall Hol exveed fftocn per}
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Feentum of ite totol asoets] Mhen any such loan i not Inoured undes

‘Fitle 4 T of the Natiotinal Housing Aet the prinelpal amownt thescof eliall

not excocd thistyfive hundred dollars (33500) uid the loan ehall be

evidenecd by a judpment nete which chell be revorded avd must bo a

ﬁmmmsmmwfm&mmwm

judanient nete shinll tequiee ropryanent in tegular swonthly installments

over i petlod not exeveding three years with interest ab a rate neb ex-

eceding ohi dollars ($6) per one huhdred dolars ($100) per ennnm upen

Leovided Lhat if the entire unpaid balance outstanding on suech a loan

is pald peior to maturity a refund or eredit chall be made to the borrowes

at any one Hme with or without Title 1 I Incurance shell not execced
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aheeeﬂe*m%emleemdreggl&heﬁswlmhmwbeﬁem*beém

tine to tme by the Seerctary of Hanking with the approval of the

~ Secction 38 17 Subseetion A of scetion 1112 of the act amended May
16 1945 (P 1. 485) is amended to read

Seotion 1112 Order of Pféference in Distribution A The following

. shall be the order followed by tho liquidating trustee or trustees as the

case may be in the distribution pursuant to the provisions of this act

. of tho assots of any association which is being liquidated in pursuance

of a plan of voluntary dissolution

First Any reasonable oxponso incurred by the liquidating trustee

or trustees as tho caso may bo in the management liquidation or dis-

tribution of the assets and &affairs of tho association any fee or other

debt owing to the department 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 proferenco by law

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

claim of a shareholder arising from his ownership of shares

Third Any claim of a sharcholder whether or not reduced to a




33 Printer's No.~1002
judgment arising from his ownership of shares whether such ehares
be instlallment optional payment full-paid pre'paid {matured) iullzr Bﬂd
or any other type and whether or not notice of withdrawal of such
shares has been given to the association The amount of the claim arising
from each share shall be the participation value of such share less any

amount lawfully deductible therefrom by the association

® € ¥

- We certify that this bill has passed the Senate and the House of

Spoakor House of Repmnnm

Approved The A. D. 1961.




