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mB GENERAL ASSEMBLY OF PENNSYLVANIA 

SENATE BILL 
Ho. 477 Session o~· 

1 9 6 1 

~n~ssns. \V.AONEB, :\fc:\fENA:\IIN, J{HO~IJ.;n AND ROONEY, 
IN PLACE, A PHI J, u, HlOl. 

.AS A~IENI>ED ON 8ECO:\D HEADING, JUNE 27, 1061. 

AN ACT 
Amending tho act of May o 1033 (P ], 457) entitled 11An act relating: 

to the ln1siucss of Luilding nnd loan as~ociations providing for· 

t lie orgirnizn t iou n ncl voluutRry dis5olution of such associations· 

defining the rights powers duties liRbilities :md immunities of 

such associations and of their officers dircet01·s shareholders so-

licitors arnl other employcs prohibiting the transaction of business 

in this Commonwealth by foreign building and loan associations 

('Onfoning power:; and imposing duties upon the courts recorders 

of deeds and certain State departments commissions and officers 

IU?LlN&ncN--OAPITAL LETTl!:R8 lnd!ea-te De-7 m&tw addt<i to bW. l!&\tu •if'leaen ~elll!llB 
L!I to be omitted trom bill. · 
Underse-0rlng lndlcatee new mAUer added to e:s:lattng law. [~et.I) lnd1eate mAttw. 
ati'ldten from e«isttng l&w. 

- ·' . . " ·. -· . . .... --. : " 
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C.3fablishing limitations of actions imposing penalties nn1l rcpeal­

iug certain acts and parts of acts" f urth.er defining and limiting 

the righ.ts powers duties and liabilities of such associations and 

shareholders AND further dcfiuing terms ~ anthe¥i~~ fl4J.i... 

~ ~ e4 esll1HP>'ffl l-6¥ Ht6flgt1g<:' 4*tw.. 

The General Asser,1bly of the Commonwealth of Pennsylvania 

hereby enacts as followa 

l Sedion 1 Sub~ection A of section 2 act of ~fay 5 1933 (P L 457) 

2 known as the "Building and T.oan Code'' is amended by adding after the 

3 dofinition of "Depart.ment" a now definition to read 

4 Section 9. Definitions A The following terms shall be construed iu 

5 this· act to have the following meanings except in those instances where 

6 tho context clearly indicates otherwise 

'1 * * * 

8 "Development of I.and" means the installations and improYements 

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

lO ploted in keeping with applicable governmental requirements and with 

ll general practice in the community that they are ready for the coristruc­

l2 tion of buildings thereon for primarily residential usage 

13 * * * 
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1 Section 2 ·Sulm~ction B of sedioh 509 0£ the act is amended to 

2 read 

.·. 
3 Section 50tl Determination of Shareholders 0£ Hecord 

4 * .. * 

[j l~ Holders of (inatmed] follv paid shares or holders of shares 

6 which have been voluntarily or involuntarily witl1drawn or holdel's o{ 

7 share$ who have not asscmted to or have dissented from a merger or a 

8 com:o!idation slrnU be entitled to notice of anil to vote at any meeting of 

9 slrnreholders until they ::.1rnll have been paid in full t11e amount lawfully 

10 th1c them on account of their shares The exercise of such right to vote 

>) 

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

12 rights grttnte<l by Jaw to such sharehoJders by virtue of [tho maturing 

13 of] their shares having become fully paid or of t11eir withdrawal from 

14 t11e Msoeiation either voluntarily or involuntarily or of their failure to 

15 R~sent to or their dissent from a plan of merger or consolidation 

16 * * * 

17 804.'lion :l Sections 604 and 608 of the act amended July 13 1953 

18 (P I. 42·1) are aml'nded to i·cad 

19 Sccticn 604 )lcmbership or \Vitbdrawal Fees Other Charges An 

20 11~:::oeinfion $}1aJl not Jcvy upon any shareholder or upon any corporation 
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1 
~ .. or pcrs011 intendin~ f(I hecortH· R sl1nr<>holdcfr 11n.v lN~ or A.11.f ot11cr chnrge 

not spedfica11.r permitted by t.h!s nl't 

I An association may levy upon-'lrn,v holder of installment shares or· 

' upon any oorporation or pe~on intending to become a bolder of in-

I st.allmcnt sbares a membership fee whiC'h shall not exoocd one-e.ighth of 

8 one per centum of the par value of each insta1lment share subscribed to 

,.·,-

'1 by such shareholder corporation or person All membership fees so paid 

8 shall be credited to the general profit account of the association and shall 

9 not be credited as dues in tho passbook or other receipt fasucd to t.he 

10 shareholder Upon the voluntary withdrawal before (maturity of in· 

11 stallment shares] said i::hares aro dcclarC"d fully paid an association may 

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

13 feo slrnll be expressed in the by-laws in terms of a percentJ?ge of the 

14 , p:ntiripation value of the imtallment shares with1lrawn 

15 Section 608 Shares Held in Nam') of Minor Any association may 

16 issue shares in the name of any minor 11ot less than twelve yc>ars of Rge 

17 and shall pay the dividends or earnin~s thereon as well as t110 with-

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

19 without t11e as.~ent of his parent. or guardian The receipt acquittance or 
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l other action required Ly the associatiou to be taken by tho minor mall 

2 be binding l.lpon sueh minor with like effect as if such mi1101· were of full 

3 age Rnd shall bo a valid release to the association Tho parent or guardian 

4 of such minor shall not in his ca11acity as JJarent or guardian have the 

5 - power t-0 attach or in any nianne'r transfer any shares issued to or in 

6 the name of such minor 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

Section 4 Section 60\l of the act is amended t-0 read 

Section 600 Shares Held in Na.me of Two or ~fore Persons A \Vhon· 

. ' 

ever shares of an association shall ~ issued in the names of two or more 

_ persons the association shall not pay any diVidends or ~arnings the~n 

<lr tho withdrawal or [maturity] fully paid value thereof except upou 

... 
proper receipt. acquittance or other action as the case may be of au· of 

Su.eh persons unle8s at the time of subscribing to the shares or at' a 
t 

subsequent time all the parties agree to a diffeTent arrangement and 

give the association written notice thereof 

B Whenever shares of an association shall be issued in the names 

17 ' of two or more persons and S!!ch shares shall have been subscribed for 

18 tinder an arrangement with the association whereby the dividends or 

19 ' earnings thereon or the withdrawal or [maturity] fully pa~ value 

20 thereof may be ·paid upo~ receipt acquittance. or oth~; a~tion ~~ th~ case 
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;· ·- .... _ l ma.r be of either or any of such persons the association may ptl.y auch 

2 drvidenJs earnings withdrawal \'Slue ·or· (maturity} fully psJrl value ttpOn 

3 such l'eceipt acquittance or other action as tho case may be of eithor or 
"-, .. 

4 any of such persons pursuant to the arrangement pro\'ideJ for in this 

,-. 5 scctio1~ nohvithstandin~ the fact tliRt one or more o( ·tho ot\1cr pcr~ons 
.. 

-~ 6 may be dead and tho asso~intion has notico thcr('o( 

7 O This section shall not be construed to affect ~liurrt in the mm1e~ 

8 of a husband and his wife 

9 

10 696) is amended to read 

11 Section 610 lJ<.'ath of One Holt\ing 8\1nr<'~ ng 'l'ru~t('O Wbcntwor 

12 shares of an association shall be hsu<'rl to an,v pC'rson 1tc·~crihlng hhn~t'lf 

lS in snb~cribing for such shares M truP.t('C for nn,y pc-rson or voreOl\1' l\nl\ 

~A no other notice of the existenee and t('rms of n \'l\1id trust thnn fltieh 

15 desc1·iption shall hne been giv('n lo the Assoeintion tl10 11ivi1lends or 

16 earnings on sueh shares as well as the withdrawAl or [maturity) fully 

17 paid va1ue of su~h shares shall in the event of tho «lcath of tho pcu.on 

18 so described as trustee be paid to tbe person or persons for whose beno· 

19 fit _the shares were stated to have been subscribe1l j{ a~ the time of pay· 

20 ment such bene£d.ary is over sixteen years of sge Payment ~hall be 
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marl& 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-

. sl'.'ribed for by him If thoro are two or n10re bl'nefioiarie.s named on any 

sueh slial'es the association shall in the absence of written notice to the 

contrar~· make payment to such of the beneficiaries as may eunive the 

trnstce in equal portions The receipt or acquittance of any Sltch bene­

fieiary or bencficia1·ieii for t•ayments made in accord.snco with th\s section 

shall be a full complete and Yalid release of the association from any 

f nrther liability for the amounts so paid 

Section 6 Subsection A of section 613 of the act am<'nded May 15 

1945 (P I, 485) is amended to read 

Section 613 Involuntary 'Vithdrawal of Optional PAyment or In-

18 · · stallment Shares A An association may [at or before maturity] compel 

14 

15 

16 

17 

withdrawal of optional payment or installment share~ which are not 

pledged to the association as security for mortgage loans granted by it 

but it shall not haYe the power to compel withdrawal of any optional 

payment or any installment sliare as the C'ase may be unless it shall have 

IS · oi1 hand sufficient funds to pay surh withdrawals immediately and until 

19 

20 

all option!ll payment or all installment shares re~pectively issued prior 

to the date of issuance of such ~hare have· first been ,:oluntarily or in-
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1 foluntarily withdr;, • .,.,.11 In tho ca~ 0£ icstnll.mcnt sliarl'o i:;ou('J hi sericd 

· 2 such comrn1l~ory withdrawal sball bo pro rnta nmong t1lo shnrcs of tho 

3 i:;ame seric~ 

.4 * «· * 

5 Sl)ctil)n 7 Scct.i'lu 615 of the act amended )fay 15 194-5 (P I, 485) 

·6 · aJHl .Tune 21 1!).57 (P T. 3136) is amended to read 

.1 Sec~ioa 615 [:Matured Shal'es A Installment share3 shall be de­

.g e]ared matured by the board of. directors of an association whenever 

·9 the dues paid thol"eon hy .the shareholder plus t.ho dividends credited 

10 thereto equal tho aggregate par value of the installment shares sub-

1-1 scribed to by such shareholder Notice of such maturity shall forthwitl1 

12 be given to tho· holder of suoh shares and at the option of tho hold~r 

il.3 thereof such share3 shall ho list.ed for payment as withdrawn share.s or 

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

US full-paid shares or into optional payment shares 1£ the shareholder doe.a 

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

17 shares shall immediately be converted at the option of the associati~n 

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

19 . as withdrawn shares] :Fully-Paid Shares A Installment shares shaJl 

20 be declared fully paid by the board of director:; of an associatiop 
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1 w.henln;er the dtica paid thereon by the shareholder plus tho dividend.~ 

2 

3 subscribed to by such sharchoJder . - . 

Upon being declsred fully paid tho association shall immediately 

.- 5 convert such shares to !ull-paid shares or optional ])ayment shares or a 

· 6 combination thereof and the shareholder shall be notified promptly nf 

7 Su<'h conversion 

8 H If the shares thu<> declared (matured] fully paid have not been 

·;· 9 
i• 

ple~d to the association as security for a loan the association shall 

10 before making payment or convcrtiug such shares deduct an amount 

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

12 0 If the shares thus declared (matured] _!ully paid, have been 

13 pledged to the association as security for a loan which is secured also 

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

15 satisfied upon the payment of any delinquent fines or other chargeis due 

16 the association and upon the payment of a fee to the as8ociation of n()t 

17 more th.an four dollaril plus the satisfaction and filing costs and in addi-

18 t~on thereto a fee of ten cents per mile if the place of business of the 

19 association iS: not located in the oounty -where the mortgage iB to be 

(:.• 2{) satisfied 
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1 u If the shares thus dcclare<l [matured] fully eaid have. been 

2 pledged to the association pursuant t-0 fl loan upon which the sole. 

3 srourity is such shares the note shaH be forthwith cancelled and the 

4 am9unt of t.ho loan together with the nmount of 11ny delinquent fines 

5 or otht'_l" charges due the association shall be deducted from the partici-

6 pation value of such shares The balauco shall be [payable to such share-

7 holder in the same manner as pro,·ided by this act in the case of shares 

8 which have been declared matured whid1 are not pledged to the asso-

9 <•illtion 11s security for a loan) ro1wcrtcd iuto full-paid shar<:>s or optional 

10 pa_yrnent shares or a combi11ation th<'l'cof aJl(l the> ~J1areh0Jder shall be 

11 notified promptly of such conversion 

l2 8cdion 8 Subsection D of sccticn 616 of the act amended May 15 

13 Hl45 (P J, 485) is amended to read 

14 Section 616 Order of Payment and Funds to Be U~ed to Pay With-

15 drawn Share..s Power to Sue * * * 

1.~ · D 'Vhenever withdrawn shares haYe not been paid by an associa.-

17 tion for a period of six months after (the maturities haxe been declared 

or] the '\vithdrawals have become eff ecfo·e owing to the fact that the 

l~ ' :fonds in the treasury whieh under this act ere" to be applied to the pay-
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l ment. of such shares arc inrnffident to pay th('m in full so much of the 

2 bonds or othl'r oblil{ations of the United States of the Commonwealth 

3 of Pe1msy]nrnia of the Federal Home Loan llfmk Hoan.l Qf A. }'odoral 

4 lfome toan 13ank or of tl1e Federal Savings and J..oan Insurance Corp<>-

5 ration owned by the association as shall be neC1?$sary to pay suah with-

6. drawn slrnr£'s sliaJl be rnld ~mrl the proceeds paid into the treasury of 

7 the assoc.intion to be used to pay snch shares unless the departruent shall 

8 gh-e written permission to the assol'iation to hold such bonds or other 

9 obligations for a longer period of time 

10 * * ·lf 

11 Section a Suhscdion C of 8cction 618 fH++l t't>etien ~ of tlte act 

12 arncnded Juno 21 1957 (P J, 366) arc amended to read 

13 Section 618 Dividends on Shares UndivideJ Profits 

14 * * * 

15 C The books of each association shall be clo~d at lea~t annually 

16 and as much oftener as the board of direct.ors may determine and the net 

11 prnfits for the period determined and transferre1{ to the undivided profit 

18 account DiYid£>nds shall be dedarecl on a11 types of share3 at the same 

19 date and at ]east annually by resolution of the board of director3 out of 

20 'th" 11ncfo·i<led profits after appropriate trnmfers to re~erves ·For the 
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l purpose of [niaturiug iustallmcnt shares] having installment sl1ares be-

2 cowo fully paid special dividends may be declared between l'egul~r 

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

4 spcoial dividends may also bo declared between regular dividend dat«'! to 

~ · installment optional payment anll full-paid shares in the ca~e of with-

6 

7 

8 

9 

10 

11· 

12 

13 

14 

15 

16 

17 

18 

drawal between diYidenll dates Such special tlividcnds shall not be de­

clared unless justified by the carniugs for the current period and $hall 

not in any event exceed the rate of the last regular dividend on the same 

type of shares 

* * * 

~ ~ sJi.al.l he ~ ~ M-P the imrpese &f. ahoerein~ ~ 

~ Pt'tle1·¥ee ~ ~i-&t &f. tmf.0-i .~ fellewin~ al'~ fu.Ia e~ntia 

~ ~ ft ~~ ~ 4ft4 ~ ft l'eBe1•le {o.p ~- efl ~~ 

il'llflFSVeRWR~ ~ ae hereiRaf~ JlPevide~~ fffid ffi ~ ~ e{ ttB aooeei 

~ wheae aee~ ttff' iRs:m·a ~ ~ ~e(le1al Saviags ffilQ ~ h-

19 _the f*li'lieipAtion ~ &('. All *e ol:ltstF.ndiHg ~ ffiH! wfin:en.~ ~ 

20 flgf:,'l'egtlte generAl l'eaervea fffi4 Hndivided p1efits ~ Aft asaeeiRtieii- ar-e 
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15 ff.as A-H-thorir.ed er direeted ~ ereatioa ef. 6*eh FesePvea Hi ~ f4 
/, 

17 4y -t~ depArtment ~ fnnouHt ~ twenty ~ eeHtmn ms etl4 ~ 

19 trnBsferred at the~ regul!\l= meeting e4 f.he OOAfd e£ direeto1a t-0 t-he 
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-. 

4 ~ ~ !J.+He .{ ~ ~ ~!~ Jl0HJi11~ ~ eltttll ettt'lt ~ ~ 

6 

7 

13 . Section 10 Subsection A of sertion 802 of th(' act amended April 

14 20 1949 (P L 656) is amended to read 

15 S2ction 802 Power to Borrow Money Issuanre of Notes Pledging 

16 of CoJJateral A An association may by resolution of its board of direc-

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

18 per annum to a total amount not exceeding fifty per centum of the 

19 participation value of shares wltirh have not Leen pledged to the associa-

. - ... - ~ • - • • ' ' ,. +,... 
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tion as security for mottgagc loans or whil'.'h lrn,·o 11ot on the dRte of 

. su«-'.h borroWing been [matnrcd] !!£.~rl'il Cull.v p1titl or for whkh notico 

of withdrawal hM not on such lfntc Lc<'n p;iH•11 Pl'tlvi1ll•1l That the nmonnt 

of all existing share lt)ans ~hall he tlcdndc<l in clotC'r111i11i11g tl10 participa· 

tion value of shares And provided further 'J11nt nl nn~· Hmo nu associa· 

tion bas shares listed for ]iaymcnt as withdrawn sl1nrcs wlii<'h it may lie 

, unablo to pay in full within thirty days without borrowing nn nmow1t 

lli. excess of the limitation aforc~aiJ such u8sodation may bot'l'OW such 

larger amount as may be nece~ary to meet tho associRtion's withdrawal 

denttmds subjoct to the prior written approval of the tlepartmeut 

* * * 

12 Section 11 Subseotion D or section 802 and subsection A of SOC· 

]3 tiou 808 of the act amcndrd )foy 15 1045 (P J, 485) are nmcmlc<l to 

14 read 

15 Section 802 Power to Bonow :Moilcy Issuance of Notes Pledging 

16 of Collateral * * * 

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

18 of borrowed money owed by it to corporations or persons except the 

19 Federal Home 1.-0lm Bank or any other agency or instrumentality of 
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the United States Government other than national banks exceeds fifteen 

per cen(UIU Of the participation Ytllue Of shares which haYe not been 

pledged to the asoociation as security for mortgage loans or which haTe 

not been [matured] fully paid or for which notice of withdrawal ha:; 

not been given The amount of a1l existing share loan~ shall be dooucted 

in detennining ·the participation value of shares This provision shRll 

not be construed to affect the right of an assoaiation to readjust or other­

wiEG refinance any mortgage loan which it has gtanted 

Section 808 Segregation of Dues Upon Order of Department A 

Wlienever it shall appear to the department that the affairs of an ae-

sociation are in such condition that the action hereinafter provided in 

thh section is justified tlie department may by written Qrder issued . in 

the manner provided by law direct that all payments made thereafter 

on nccount of ~hares 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 sssociation t1hall not grant any 

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

fully-paid shares or allow ~my 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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1 as an order of segregation Such segregated moneys shall either be kept 

2 ou depoait in a depository selected in the manner provided by this act 

3 or invested in the bonds designated by this act as authorir.cd invest· 

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

5 such moneys are invested shall be known as the segregated fund 

6 If iln association at any time after an order of segregation has 

7 become effeotive has no liability except to its shareholders arising from ·. ' 

8 the ownership of sharfs it may with the written consent of thB depart~ 

9 mont transfer to the segr<:'gated fund a port.ion or all of any cash 

10 whi<'h it may have on hand and bonds if any dcsignatoo by this A.ct as 

11 authorized investments Cash and bonds so transf errcd shalt become a 

. 12 part of the segregated fund the same as though paid into the segr£>gnterl 

13 :fund by the shareholders whose shares are not pledged to tho asso· 

14 ciation as security for loans in proportion to the participation value 
-. 

16 of their shares on the date that the order of segregation was issued 

16 Bu<>h segregated fund shall not be subject to any attachment i::sued on 

17 a judgment obtained by any creditor or shareholder of the as~ociation 

18 During the period of segregation the segregated fund shall be 

477-SW-9 
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1 available cxdmi\·ely for tho benefit o{ tho shareholders who made such 

2 payme11tg or for whoso benefit the transfo1· of eash and bonds was made 

a . arid may be withdrawil duti1tg ~nich period of segregation upon thirty 

4 days' written notioe 

* * * 

6 

1 

8 . ~P~~imt ~ l1~abii:litirnt ~ ..weeptiu~ Ul:!po:iito e-P Di.:eonnting 

0 

10 

11 

. . 

13 f*t'H4- ~~ #Hflff .'..PH-If. .J l'fi .fffi. ">! 1ttiam1} 1I0'ltRil1~ ~ fe.11 l1FOflf'Ft,.,· 

,, 

17 

18 

19 
Section ~ 12 Clause (3) of subsection A of section 903 of the act 

20 
amended October 14 1955 (P L 696) is amended to read 

'·' 



..... : 

,. 

~·' .. 

"' 

' . 

,._. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

_18 

14 

1~ 

16 

17 

19 Printer'• No~.-...1002 

Section 903 Security for ~lorlgngo f,{l~ns A An association shall_ 

grant mortgage Joans to its shnrcl1ohlo1·a or to nny person intending to. 

become a slrnreholder upon tho foUowillg security only 

. .. ~ 

(3) 'fhe bond of tho borrower secured by a mortgage upon real 

estate owned hy the bonowc>r in (co F.implo or In wltidt ho hll.s n l~ase­

hohl interest as tenant under a lcnw suc.h lnorth"1go being for n.n atnount 

not to oxceed ono-l1aH of tl10 nmount of th(\ loan such portion of the 

loan to bo known as the straighl·mortw1go pottion of tl1a loan and a 

bond for the remainder of tho lonn ~e>cmwt Ir:-· tho tnmsfcr antl pkdgc 

to the association of installm<'nt i;harC's In ~t('h nsMl'i1\tlon whioh l>Olong 

t-0 the bon-uwer and which 11nvo a par ,·111110 nt l~nst cq1rnl to the amount 

of suoh rem~iu<ler of tLo loan nn<l lurlhor e1cc1ncd hy a mortgllgo upon 

the real est.ate or lcaschohl interest as nforcsakl fo1· 1111 atnount equal 

to such remainder of su<'h lonn such rom.nintlor of euch loan . to be 

known as the share-mortgage J>Ortion of the loan A loan secured by 

Bath a straight mortgage nnd a sharo moaigage in this ntanner shall 

18 

19 

· be known a! a split-mortgage loan A split-m<>rtgage loan may also be 

in the form of a single bond and mortgage which meets all the require­

IO men ta of this eec~io~ :_,: .... 
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1 
Th.3 straight-mortgage portion of a split·mortgogo loan shall not 

be secured by ehares and an association shall not charge flnea upon 

3 such portion of the loan.· 

An association sbaU not <leruand payment of the strnight-mortg.age 

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

6 borrower in the terma of tho loan until the share-mortgage portion of 

7 :mch loan has been repaid in full by the ()naturing of the shares 

8 as~igncd or pledged as security therefor] shares assignod or pledged 

(. 9 therufor being d~l_!lred fully' pa~ or by any other method Upon such 

10 payment of the share-mortgage portion of a split-mortgage loan ·an 

11 assooiation shall either demand and enforce payment of the straight-

1' mortgage. portion of the k1an or convert such loan to a share-mortgage 

. . . 
13 loan or to a direct reductior. mortgage loan upon the transfer and pledge 

14 ·to the association of installment shares in such association which belong 

15 to the borrower and. which have a par value at least equal to the amount 

16 of such loau or of one direct ~eduction loan share in such assoCiation 

17 which belongs to the borrower 

18 i.' * * 
. , - . . . . 

19 Section 44· 13 S11bsec1ion A of section 903 of the tfct is am'ended by 

20 adding at the end thereof a new clause to read-
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_ Scctio)\' 003 Security for Mortgage I .. oans A Au association shall 

grant n101 fgage loans to its shareholders or to any person intending 

to become a shareholder upon the following security only 

* * * 

(5) '1110 bond of the borrower secured by a mortgage upon real 

estate owned by the borrower in fee simple when the horroW'(JT shall 

use tho funds derived b.v him from said mortgage for the acquisition 

and deTelopment of laud or where tho mortgagor has title to the land 

then for its _·developme~t for. primarily residential usage Arty su~ 

. mortgage shall_ not. exceed sixt,v per ccutum of the value of such real 

_est6.te s00t1rily therefor as oI the completion of tho dev~lopmcnt A~ 

such loans ~hall be reE_ayable within three years and the int-0re.st on 

any euch Joan shall ho payable at least semi-annually No a~ation 

shall make any loan under this subsection if the resulting agg;rogate of 

its inTestments in loans under this sub::i.ection would exoood five per 

centum of tho participation value of its shares Said five per oentlll'U ~ 

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

limitation on. the percentage of its as.sots which may be ~ ia 
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1 !!raight morfgllge loans and loans on other than ono to fQtlT-lftmily 

2 .P..ropertiea, .·. 

3 * * * 

4 Section -1-4 14 Subsections R mul C of section 903 of the act amended 

D June 21 10l>"I (P J., 366) ~re nmendrd to read 

7 l3 f An] l~J\cepi M othenvi~~ herninRfter pr9Yiq~d fln ~~q~ation . 

9 bor~OWC'l' in fee simple unless the mortgage s.ecuring s~ch loan is n first 

'· 
10 lien npon unencumbered improved real property [the tlll}lfOYcment 

11 being fl. rlwelling for not :PlO.Tf! th1m twchc f amiliiis whkh fa ll~ed or to 

12 

13 1md fac.to:ries or upon real rll'operty upon which [such) an hnpr~vement 

14 is in the proce$s of co1lStrnction situated 1mywhcre within tho Com-

15 

16 Hot ft firi.;t lien i1pon such prop~rty ey(lry (:!q.mtl or prior lien is owned 

17 by th~ ftSSOd!ltion 

l8 

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

20 rower as tenant under a lease unless (1) the property so leased is im-
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} proYed real JWOJlCi'ly r the. improvement being a dwelling for not more 

. . 

2 th1tn twelve fclllll!ics whi<'h is us<'d or to Lo used in \1;hole 01 in part 

3 for reside11tial · pnrp-oi;cs] cxdmling thentors and {acto:de~ or \mless 

4 [such) an imp1·m-cmc11t is in tho prQcoss of construction thereon 

6 sitnated anywhore within th~ ~mmonwealth or within fifty miles of a 

6 bcnUldery thereof and (2) the loflp on a leasehQld Interest otherwise 

7 ronforrns to snd1 rules 1m<l regi.1lations as may be prescr}b~tl by the 

8 &crefary of UankUig with the approval of the Building and IA>an Board 

9 An RE-Sociation ~hall primarily confine Ha mortgage le11ding to 

10 direct reduction interest reductfou mid s}inre mortgage loans secured 

11 hJ' residentiA1 real propert,r whieh is used or to be used in w110le or 

12 (in part] .a substantial portfon of whid1 is used or to be used as a 

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

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

15 by such asi!ociation and secmc~I by a mo1·tgage upon the same property 

16 or leascholct Interest docs not exec('() ofghty per cent um of the fair 

17 market \'Rine thereof An 1usocinHon may however in\'cst an amount 

18 not to exceed an aggregate of [fifteen] twent.v per centum of its total 

19 assets in mortgages without pro\'lsion for monthly amortization as here· 

2.0 inbefore provided and iii morfgagea oi real property other than one to 
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1 four family property on whid1 the maximum loans shaJI not exceed the 

2 following percentages of fair market value seventy-five per centum of 

3 the value of five or six.family r.es~de~tial property sixty per oontum 

4 of tho value of residential property for more than six familios but for 

5 not more tlian twelve families and fifty per cent um of the value of 

6 other improved income-producing properties excluding theateIB and 

7 factories J>rovided however That any mortgage loan may be increased 

8 by the withdrawal value upon .the day of the gra.nting of such loan of 

9 shares to be assigned or pledged to the association by the borrower 

10 or by any othEV-" shareholder as additional security for suc.h loan An:y 

11 additional shares 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 association whenever the mortgage loan otherwise meets 

14 all of the requirements of this act and could be legall.Y; mado at the 

15 time of release without the requirement of l\dditional collateral Pro· 

16 vided also That an association may accept and hold additional collataral 

17 of any kind if the loan meets all of the requirements of this net and 

18 could have been legally made without such addi~ional colla~eral 

19 '\Tithout regard to the limitations set forth ip. this subseetion an 

OO association may grant any mortgage loan which is insurod or. guaranteed 
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1 in whole or in part by the United States or any instrumentality thereof 

2 or if there is a commitment to so insure or guarantee Provided That tl1e 

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

4 whole or in part for residential purposes] situated within the Common-

5 wealth or within fifty miles <Jf a boundary thereof An association may 

6 also purcl1aEio and take an assignment of any such insured or guaranteed 

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

8 families situateic.I outsiue of tho aforesaid lending area Provided That 

9 (1) the seller and assignor iR an association or corporation insured by tho 

10 Federal Sanngs and I..oan Insurance Corporation or the Federal Deposit 

11 Insuranoe Corporation (2) that the real estate security is situatod within 

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

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

14 repaid in foll 

15 No asoociation shall roake any loan for the acquisitior. and develop-

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

•· 17 surplus and undivided profits aggregate a sum in excess of fire per 

18 cent run of the participation value of its shares Said mortgage. and its 

19 acoompanyin~ bond shall require development of tl1e real estate security 

20 to be oonunenced in not more than nine months after the dllte of such 
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l Uiatn\cm.en.h 'lDd sl1!lll provido that the 101111 is iu dofault in tl10 c\·cnt 

~ tMt ·01e d~·•f;lopment hf\3 lH>t been couurienoed on or lioforo tho QX· 

a Piff\tioij of 81.JCA ni1w months NQ fls~il'!.tion sll.'lll (1) bcforo 00llUUC11CC· 

4 . ment qf the devolopment of the rool ee'.at.o cechrity for a loan made 

6 punmmt to the provi5io11,s of tliis section dishi1rsc from tho prncecds of 

6 such loan an amo~nt equal to more than sixty per centum of the value 

7 qf euch real estt\te ~eourity at tho time the loan is made arnl 1nicn· 

8 tQ the cqmmenc()rnent of the doYelopment thereof or (2) afttir com-

9 rne~cement of iuGh development and prior to tlie com}llotion thereof 

10 llU~~e ~~Y dii!bursement of such hoan proceeds· when such dislmrsomen~ 

11 together with a.11 prior disbursements exceeds sixty por centuiu of such 
-· --- - . - l . " 

12 value of the real estate security plus sixty ,pe:r centum Qf t\lo cost of 

13 such development at the date of such disbursement ProvltleJ 'lnat in 

14 no event shall more than eighty-five per centum of tho principal ob-

15 ligation of the loan be disbursed prior to the completion of the develop· 

16 ment of the real estate security for su11h loan 

17 The provisions 0£ this subsection shall not be constntcd to npply 

18 t9 a p11r~h!l~~ m<:>~ey mQrfgage t~ken by an association upon real property 

19 Q!' l~Mehold in,terest in real property owned by it nor to the readjustment 
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l or refina1icing in any other uiiu:m~r of ~ wortgPge lom owed tp the 

a a,sooiation upon the effective date of this act 

~ 

~ 

o· 

6 

7 

8 

9 

10 

~1 

12 

13 

14 

lP 

16 

17 

l8 

19 

2Q 

0 [An] On mortgagea secuted by ono to twelve fqmily resU:lential 

properties an assooiation shall not direotly or indirectly gr::\t!t lo1rns to 

any one corporation or person [mortg11ge loans] t9 ll ~i;)tpl nniount 

[ uceeding] i~ excess of ten per cent um of the pfli;Hqipe,tipn Yalue of 

it1 outstanding 11hares On mortgagee Jieci,ired by other iwprQvoJ. itw-0me­

producing properties an a~tiPciation ~hllll iwt cHr~<Jtlv Qr iqdiN«;t\y grant 

Joana to any ona ciorporAtivn or per~>n to ll totRl a~Qtint ln o~~~~ of 

•ne per centnm. of the participation ya}ue of it~ cutstiwcling s}HHCll 

In c()mputing the tptal rnqrt~~e loan~ made by an association 

to an individual there shnll be included all mortgage loans mad~ by the 

association to a partners'Qip or other unincorporated association of 

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

for the benefit of woh partnership or other unincorporated association 

and all mortgage loans to or for tho benefit of a co:rporation of which 

h~ QWDS twenty-five per centum or more Of the capital stock 

In computing th6 total mortgage loans made by an ass9cia.tic;m to 

a partnership or other unincorporated itssociatlon there shall be inoluded 

all mortRage loans to its individual members ~11 niortgag(; ·loans made 
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1 for the ben~fit of such partnerahip or other unincorporated association 

2 or of any member thereof and aJl mortgage loans to or for the benefit 

:3 ·of any corporation of whfoh tho pil.rtncrship or unincorporated sssooLi· 

4 tion or any member thereof owns twenty·fivc por C<Jntum or more of 

·5 · the capital stock 

" 6 In computing the total ~ortgage loans mado by an association t() 

7 - a. cor~;ation there shall be included all mortgage loans made for the 

8 · benefit <>f the corporation and all mortgage loans to or for the benefit of 

9 any individual who owns twenty-five per centum or more of the capital 

10 stock of such corporation 

11 A mortgage loan shall be deemed to bo made for the benefi~ of a 
< ·. · . .._ ~. '· 

12 oorporation or person to the extent that the proceeds of such 1onns 

13 are credited or transferred to such corporation or person 

14 * * * 

15 Section :!4 15 Subsections A and B of section 011 0£ tho act amended 

16 ·.M!lrch 15 1937 (P L 63) are amended to read 

17 Section 911 Repayment of Loans befo~e [Maturity] Shares are 

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

19 loan to an association at any time before th.e [maturity of th~ &hares 

20 securing such loan] shares securing such loan are declared fully psid 
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l unle~s the by-laws of an RSS-Ociation provide thnt such repayment cRn be 

-~-. 
2 :made ~nly at a regull\r meeting of the board of directors of such 

· 3 a~ociation 

4 B Wlum a borrower repays a lonn to an association before the 

5 [rnat1nity of the shares securing such loan] shares securing sucli loan 

6 a1e declared fully paid he may 

7 (1) Pay the amount of the principal of the loan in caah and havo 

8 the &hRres securing such loan retransferred to him by the assooiation or 

9 (2) In tho case of a mortgage loan apply the withdrawal value 

IO of the shares seem.ring suoh loan against the principal of su,00 loan and 

11 pay the balance in cash or 

] 2 (3) In the c.ase of a share loan take credit for the withdrawal value 

13 of the shares securing such loan up to the a.mount of the principal of 

14 ·the loan e.nd as to any balance remaining acquire the rights of a with4 

to· drawing shareholder 

16 • * * 

17 Section+; 16 Subsection B of section 912 of the act is amended to 

18 i·ead 

19 · Section 912 Demand by Association of Payment of· Mortgage-or 

Share Loan.a • * * 
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1 H Except as otherwise provided in this section an association 
_.,:\.', 

2 which is not iii the J)()$8(·esfon o{ the Secretary of Banklug as receiver 

3 c•r of a liquidating trulltC'o or Hquidating trustees shall not e·x~ept upon 

· .. ... i t\ dclault by the lxirrowcr b1wc the power t-0 demand payment of any 

· 6 ' 1'i1-C;tttago_ 10!!..n ot &hare loa.n unt.il the ~hares transferred a11d pledged 

6 to it as security for the loan have [matured) beeh declared fully p;Ud 

7 * * * 

17 

18 
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feefltum ef tffi ~ Msrlcq ~heh_,-~ ~~ ~- ~- in~HP~ .~ 

!l!iHe ~ I * the ~ Fttiotifti Hel1sh~g A# H+e ~l'ineipRl ~'di~ t1te'Pe* ~ 

~ ~~ tfflF_ty fhe _ ~e-d dolhlFt! ($350Q) EH4J Hte ~ ~ f;e 

e'/iaette<.>tl ~ R- jMagmeH\ Reffi wlti4 ~ ee PC'e6Pdee ~ ~ ht\ ft 

HM ~ ~ itnpf'Mee Feal Jli'e}leH!f e¥ & 4-ieft ~ HliIJroveitl ~ 

~ffi:r ttll ~ lterle eH ~4 ~ be ~ ~ #le aosoeitltioa Sfti4 

;u<lgtUl'll~ ~ eJ+ff.l.l ~€~ Pef1R!f'H-1eflt ffi ttegl:l}ap iUOHfh\y tllGtalJRieBfa 

e¥ff lt ~ ~ e~~ ~ ~ .wttH interest a.t. ft Mt.e »et.~ 

eeetlin~ eic ~~ ($4:) ~ e.u-e ~ dollius ($100) ~ tHHHH\l ~ 

~ EH'lgl+tttl {Me. Ai1ioun t ~ #te ~ Mi' t-lte etttfl:e 11eriotl 4* Hte le&B: 

I>rovitleJ ~ if ~ e+rt-ff:e m11)f1M bahmee Effiffittmtling &H ~ a ~ 

i!3 ~ ~ +e ffiAf~ a Fefnml ei' ~ ffifiU be ffitl:4e .t-e Hte harrewer 

~ ~ pei·tlen ~ 4e origim1l interea{ elrnrge whlffi ffi uneanied ~ the 

~ a+ Hte numb€'¥ el n1:outlrn remRin~ +e 4e Oi'iginal nrnh1Pity ~ 

~~ elHnged R*i:i eolleeted AB herein ppo·.-.itled shftll ~ he deettled 

1wmio1w ~ s:;gregate amauut el all ~ ~ hebl h:Y &a aeaoeiatieR 

AA- ~ 0fTe #me wHh &¥ without ~ -1 I lRBHPliHee ekall ~ exeeed 

t:frteea ~ eeRfum e+ He W-ffil ~ ~ sggregat.e ~ e+ HHfltlid 

prineipAl &Ne ~ ~ ene aol'Fow011 ea all leaBA gPaated fl\iPi.¥.-l&Bt. 

.ffi this seetitm shall ~ at ~ ame eJ<eeed thiPty fiv;e HHBePed 
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.1 ~Uare ~000) ~ ~ ~ ~ wi.Ht~ ~ i I lntJUFRHee ~ 

2 ~ ~m ~ ~ t\M ~l\latiens Whl4 ~ ~ f)Peoori-Bed hem 

3 ~ w Hme ~ ~ Seneta1y ~ Uf\~~iiHg wah ~ trppPo>i·al e4 ~ 

4 lffiH~ fttid ~ ~ 

5 S~ction ~ 17 Subsection A of section 1112 of tlw act amended May 

6 15 1945 (P L 485) is amended to read 

7 

8 

9 

10· 

Section 1112 Order of Preference in Distribution A The following 

~hall be tho order foil owed by tho liquiqat~ truatee or trustees as the 

case may be in the distribution pursuant to the provh1ions of this aet 

of tho assets <>f any association which is being liquidated in pursuance 

11 of a plan of voluntary dieeolution 

12 

13 

· 14 

16 

16 

.17 

18 

19 

.20 

Fi.rst Any reMonab1e cxponso incurred by tho liquidating trustee 

or trustees as tho ease may ho in tho mnnagcmcnt liquidation or dis­

tribution of the uaots and 11ffalre of tho association any fee or other 

debt owing to the depart.men~ for exnminatlons or other services rendered 

or penalties incurred any other claim of the Commonwealth of Penn· 

s.vlvania and any otl1er claim which is ~h·cn a prof cronco by law 

Second An.v claim of a creditor of the RF.S<>ciation other than the 

claim of a shareholder arising from his ownership of shares 

Third Any claim of a shareholder whether or not reduced to a 
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1 judgment arising from his ownership of shares whether such ehare1 

2 be installment optional payment full-paid pr~paid [matured] ~Uy Ed. 

3 or any other type and whether or uot notice of withdr!lwal of such 

4 sharca has been given to the asSO<.'iation The a.mount of t.ll& claim arising 

5 from each share shall be the participation value of such share h.'8S any 

6 amount JawfuJly deductible thcrefrim by the association 

7 .. 

We oe.rtify that \his bUl hu paMcd the Bonate and the HouM of 

............................ ' ........... . 
'·· 

•• e •• e fl • e ••••••••• e •• t e ••••• I •• • • e •• 411 •• ' 

President pro UimpoN, ~ 

...... " ............ " ................... . 

Approved The ........ day of ....•................. A. D. 1911 . 
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